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Deson Construction International Holdings Limited
(incorporated in the Cayman Islands with limited liability)

WARNING

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

This Post Hearing Information Pack is in draft form. The information contained in it is incomplete and is subject
to change which can be material. By viewing this document, you acknowledge, accept and agree with Deson
Construction International Holdings Limited (the “Company”), its sponsor, advisers and members of the
underwriting syndicate that:

(a)

(b)

(c)

(d)

(e)

(f)

(2)

(h)

)

)]

(k)

this document is only for the purpose of providing information about the Company to the public in Hong
Kong and not for any other purposes. No investment decision should be based on the information contained
in this document;

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

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

this document is not the final listing document and may be updated or revised by the Company from time
to time in accordance with the Rules Governing the Listing on the Growth Enterprise Market of the Stock
Exchange;

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

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

neither the Company nor any of its affiliates, sponsor, advisers or members of its underwriting syndicate
is offering, or is soliciting offers to buy, any securities in any jurisdiction through the publication of this
document;

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

the Company has not and will not register the securities referred to in this document under the United States
Securities Act of 1993, as amended, or any state securities laws of the United States;

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

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

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

If you are in any doubt about any of the contents of this document, you should obtain independent professional
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Deson Construction International Holdings Limited
(incorporated in the Cayman Islands with limited liability)

LISTING BY WAY OF [REDACTED]
ON THE GROWTH ENTERPRISE MARKET OF
THE STOCK EXCHANGE OF HONG KONG LIMITED

Number of [REDACTED] : [REDACTED] Shares

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

Nominal value : HK$0.05 each
Stock code : [REDACTED]

Sponsor

SUNWAH KINGSWAY
MEES

Kingsway Capital Limited
[REDACTED]
[REDACTED]

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and Hong Kong Securities
Clearing Company Limited take no responsibility for the contents of this document, make no representation as to its accuracy or completeness
and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents
of this document.

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

The [REDACTED] is expected to be fixed by agreement between [REDACTED] (for itself and on behalf of the other Underwriters) and our
Company on the [REDACTED], which is expected to be on or around [REDACTED]. The [REDACTED] will not be more than HK$[REDACTED]
per [REDACTED] and is currently expected to be not less than HK$[REDACTED] per [REDACTED]. If, for any reason, the [REDACTED] is
not agreed by [REDACTED] between [REDACTED] (for itself and on behalf of the other Underwriters) and our Company, the [REDACTED]
will not proceed and will lapse. In the case of such event, a notice will be published on the website of the Stock Exchange at www.hkexnews.hk
and our Company’s website at www.deson-c.com.

Prospective investors of the [REDACTED] should note that [REDACTED] (for itself and on behalf of the other Underwriters) may in its
discretion, upon giving notice in writing to our Company, terminate the Underwriting Agreement with immediate effect if any of the events set
out in the section headed “Underwriting — Grounds for termination” of this document occurs at any time prior to [REDACTED] (Hong Kong
time) on the Listing Date. Should [REDACTED] (for itself and on behalf of the other Underwriters) terminate the obligations of the Underwriters
under the Underwriting Agreement in accordance with its terms, the [REDACTED] will not proceed and will lapse.

Prior to making an investment decision, prospective investors should carefully consider all the information set out in this document, including
but not limited to the section headed “Risk factors” of this document.

[REDACTED]
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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 of the Stock Exchange and no assurance is given that there will be a liquid
market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the Internet
website operated by the Stock Exchange. Listed companies are not generally required to issue
paid announcements in gazetted newspaper. Accordingly, prospective investors should note
that they need to have access to the Stock Exchange’s website at www.hkexnews.hk in order
to obtain up-to-date information on GEM-listed issuers.
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We have not authorised anyone to provide you with information which is different from that
contained in this document. Any information or representation not made in this document must not
be relied upon by you as having been authorised by us, the Sponsor, the [REDACTED], the
[REDACTED], the Underwriters, any of their respective directors or any other person or party
involved in the [REDACTED)].
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SUMMARY

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

OUR BUSINESS AND OPERATIONS

Overview

We are principally engaged as a contractor in the building industry operating in Hong Kong and
the PRC. In the highly competitive building industry, we are ranked ninth among contractors in Hong
Kong providing building construction works, electrical and mechanical engineering works and
fitting-out works in terms of revenue and have approximately 0.6% of the market share in terms of the
total industry revenue for the 12 months ended 31 December 2013 according to the Industry Report.
We serve our clients through our main office in Hong Kong and the PRC offices in Beijing and
Shanghai. We may also provide limited ad-hoc services to our customers in other geographic markets
from time to time where feasible. Set out below is a summary of our revenue during the Track Record
Period by geographic region:

For the five months

For the year ended 31 March ended 31 August
2013 2014 2014
HK$°000 % HK$°000 % HK$°000 %
Hong Kong 391,168 72.4 644,825 78.1 246,938 77.6
The PRC 149,058 27.6 158,331 19.2 69,083 21.7
Macau — — 22,223 2.7 2,158 0.7
Total: 540,226 100.0 825,379 100.0 318,179 100.0

As a contractor, we provide one-stop comprehensive services with the following three major
types of services: (a) building construction works; (b) electrical and mechanical engineering works;
and (c) alterations, addition, renovation, refurbishment and fitting-out works. For further details about
these services, please refer to the section headed ‘‘Business — Our business and operations’ starting
from page 110 of this document. The following table sets out a breakdown of our total revenue during
the Track Record Period according to our three major types of services:

For the five months

For the year ended 31 March ended 31 August
2013 2014 2014
HK$’000 % HK$’000 % HK$’000 %
Building construction works 135,982 25.2 235,084 28.5 117,300 36.8
Electrical and mechanical
engineering works 160,544 29.7 270,691 32.8 65,102 20.5
Fitting-out works 243,700 45.1 319,604 38.7 135,777 42.7
Total: 540,226 100.0 825,379 100.0 318,179 100.0
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During the Track Record Period, we derived most of our revenue from serving as a main
contractor for projects. The following table sets out a breakdown of our total revenue during the Track
Record Period according to our position as main contractor and sub-contractor:

For the five months

For the year ended 31 March ended 31 August
2013 2014 2014
HK$’000 %0 HK$’000 %0 HK$’000 %
Main contractor 448,608 83.0 614,890 74.5 268,698 84.4
Sub-contractor 91,618 17.0 210,489 25.5 49,481 15.6
Total: 540,226 100.0 825,379 100.0 318,179 100.0

As a main contractor, we enter into a contract directly with a project developer or the client of
a project and are responsible for the entire project. As a sub-contractor, we are appointed by either a
main contractor or another sub-contractor and are generally responsible for specific delegated works
in a project. Our scope of responsibilities as a main contractor or a sub-contractor is similar and,
includes, among others, (i) communicate and understand the project requirements and keep updated
a work task programme showing the linking of different activities to reflect various stages of the
project until completion of the project; (ii) engage sub-contractors, material suppliers and other
professional parties; (iii) liaise with and allocate works between sub-contractors and our Group to
ensure the works are completed on schedule; and (iv) on-site supervision and ensure the works are
completed in accordance with the contract specification and customer’s requirements and address
issues which may affect completion of the works. However, as a sub-contractor, our scope of
responsibilities is limited to specific delegated works in a project, as compared to as a main contractor,
our scope of responsibilities is in respect of the entire project.

We have extensive experience and established connections through our over 20 years in the
building industry. Over the years, we have served as a contractor in a number of notable construction
projects in Hong Kong including construction of luxury houses at 10 Pollock’s Path of the Peak,
construction of a sewage treatment plant in Ngong Ping, New Territory, re-development of part of a
theme park and various educational establishments. We generally identify potential projects (i)
through receiving letter of invitations to tender or otherwise becoming aware of open tenders; or (ii)
request for quotations from our customers or their agents. However in both cases, customers
commonly take into account factors such as reputation, track record and contractors on the
government’s list of approved contractors and approved specialist contractors. We have a number of
licences, permits and qualifications (please refer to section headed “Business — Major licences,
permits and qualifications” starting from page 166 of this document). During the Track Record Period,
contracts with all of our top five customers were obtained through competitive tendering. Our success
rates for tender were approximately 31%, approximately 28% and approximately 17% for the years
ended 31 March 2013 and 2014 and the five months ended 31 August 2014 respectively. Our Directors
believe that our success rates for tender decreased during the Track Record Period mainly due to our
tenders being more expensive than our competitors. We have adopted a strategy to raise our tender
price as we have reached the optimum capacity in 2014 in servicing our on-going projects. On the
other hand, we have continued to submit for new tenders in order to maintain a good relationship with
customers after receiving an invitation for tender from the customers. As a result, there was no
significant reduction in the number of tenders submitted during this period.

Customers

During the Track Record Period, we mainly served customers from the private sector (such as a
retailer and distributor of luxury brands in Hong Kong and the PRC and the public sector (such as a
department of the HK Government responsible for architectural services) in Hong Kong. For each of
the years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, our top five
customers accounted for approximately 52.8%, approximately 54.4% and approximately 56.8% of our
total revenue respectively while our single largest customer accounted for approximately 13.6%,
approximately 15.0% and approximately 28.1% of the our total revenue respectively.
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Set out below is our revenue contribution by sector of our customers during the Track Record
Period:

For the five months

For the year ended 31 March ended 31 August
2013 2014 2014
HK$’000 % HK$’000 % HK$’000 %
Private sector 425,414 78.7 689,254 83.5 296,967 93.3
Public sector 114,812 21.3 136,125 16.5 21,212 6.7
Total: 540,226 100.0 825,379 100.0 318,179 100.0

On-going contracts as at the Latest Practicable Date

Set out below is a summary of the on-going contracts by our three major types of services and
which we continue to provide services as at the Latest Practicable Date (for further details, please
refer to the section headed “Business — Our business and operations — Contracts overview —
On-going contracts as at the Latest Practicable Date” starting from page 136 of this document):

Remaining

Amount of amount of

revenue revenue expected

Number of recognised during to be recognised

current Aggregate the Track Record after the Track

contracts contract sum Period Record Period

HKS$ million HKS$ million HKS$ million

Building construction works 1 238 108 130
Electrical and mechanical

engineering works 32 468 124 333

Fitting-out works 10 115 61 52

Total: 43 821 293 515
Suppliers and sub-contractors

Our suppliers include suppliers of materials (such as concrete, steel reinforcement, cables and
switch boards) and service providers (such as our sub-contractors). During the Track Record Period,
our top five suppliers are all sub-contractors, being Independent Third Parties, and we have not
entered into any long term contracts with them. For the years ended 31 March 2013 and 2014 and the
five months ended 31 August 2014, purchases from our top five suppliers accounted for approximately
44.0%, approximately 30.6% and approximately 31.6% respectively of the total purchases from all
suppliers while purchases from the largest supplier were approximately 14.0%, approximately 11.6%
and approximately 9.4% respectively of the total purchases from all suppliers over the same period.

Due primarily to the cost effectiveness of using sub-contractors instead of maintaining a greater
number of full-time staff, we rely on sub-contractors in completing the works for projects. For the
years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, sub-contracting fees
paid by us amounted to approximately HK$484.4 million, approximately HK$694.7 million and
approximately HK$270.0 million respectively, representing approximately 96.1%, approximately
89.3% and approximately 91.3% respectively of our total cost of sales over the same period.

We are careful in choosing our suppliers and sub-contractors. We generally maintain multiple
suppliers for services and products and had no material difficulties in sourcing materials or finding
sub-contractors during the Track Record Period. As at the Latest Practicable Date, our list of approved
suppliers, which is timely updated, has over 300 suppliers of materials and equipment and over 400
sub-contractors.
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COMPETITIVE STRENGTHS

We believe the following competitive strengths contribute to our continued success and potential
for growth:

° Established operating history and track record in the building industry
° Leadership under a stable and experienced management team
° One-stop comprehensive building construction contracting services

° Strong and established business relationship with our sub-contractors
° Established and stringent safety and quality management systems
° Effective tendering process and cost control management

For further details of these competitive strengths, please refer to section headed “Business —
Competitive strengths” starting from page 106 of this document.

CORPORATE STRATEGIES, FUTURE PLANS AND USE OF PROCEEDS

Our business objectives are to achieve sustainable growth in our current business and to create
long-term shareholder’s value by mainly focusing on the Hong Kong and the PRC markets in the near
term. We intend to achieve this by implementing the following corporate strategies: (i) strengthen our
position in the Hong Kong market and our capital base to support more capital intensive projects; (ii)
further expand our business into the PRC; and (iii) continue to expand our scope of services in
building construction works.

Based on the [REDACTED] of HK$[REDACTED] per [REDACTED] (being the mid-point of the
[REDACTED] range), we estimate that the net proceeds from the [REDACTED] will be approximately
HK$[REDACTED] million. We intend to allocate the proceeds from the [REDACTED] for the
purposes and in the amounts set out below (please refer to the section headed “Future plans and use
of proceeds” starting from page 277 of this document for details):

o HK$[REDACTED] million, representing approximately [REDACTED]% of the net
proceeds, will be used for the operation of two existing projects; and

° HKS$[REDACTED] million, representing approximately [REDACTED]% of the net
proceeds, for general working capital.

MAJOR RISK FACTORS

The list below sets forth the major risk factors in relation to our operations:
° There is no assurance that we will succeed in the tender process.

o Changes in the social, political and economic landscape of Hong Kong and the PRC may
materially affect our business.

° We may fail to obtain or renew the requisite licences, permits or qualifications or otherwise
fail to satisfy their requirements from time to time.

° Our revenue is mostly derived from non-recurring projects.

° There is no guarantee that our customers will make timely and full payments or return
retention monies on time.

° We derived a significant percentage of our revenue from our major customers and if they
choose not to engage us in the future.

° Majority of our service contracts with customers have a fixed and pre-determined service
fee.

° We may fail to exercise sufficient control over our employees and sub-contractors.

° We are exposed to disputes and claims relating to late delivery, personal injuries and other
matters.

° We operate in a highly competitive industry.

° There is a material shortage of skilled workers in the building industry in Hong Kong.
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The above risks are not the only significant risks relating to our Group. A detailed discussion of
the aforesaid and other risk factors is set out in the section headed “Risk factors” starting from page
24 of this document.

LEGAL AND COMPLIANCE
Litigations and claims

As at the Latest Practicable Date, we were a party to certain litigations and claims in respect of,
among others, employees’ compensation claim and personal injuries claim. Our Directors are of the
view that occurrence of personal injuries is not uncommon in the building industry. All of the
outstanding claims are being handled by our Group’s or our main contractor’s insurance companies.
Our Directors believe that such claims are well covered by insurance and would not result in any
material impact on the financial position or results and operations of our Group. Please refer to the
section headed “Business — Litigations and claims” starting from page 169 of this document for
further information.

Breaches concerning safety and public health

During the Track Record Period and up to the Latest Practicable Date, we were involved in eight
cases for breaches of construction safety regulations. The nature of such breaches were all in regards
to failure to take adequate or reasonable steps in relation to certain safety precautions for employees
of our sub-contractors. As at the Latest Practicable Date, all such cases were fully settled by the
payment of fines totalling HK$115,000. Please refer to the section headed “Business — Workplace
safety — Workplace safety breaches involving employees of our sub-contractors” starting from page
158 of this document for further information.

After the Track Record Period and up to the Latest Practicable Date, we were also involved in
one case for a breach of public health law and such case was fully settled by the payment of a fine
of HK$1,500. The nature of this breach was in regards to larvae of mosquito being found at a building
construction where we were the appointed contractor of the site. Please refer to the section headed
“Business — Regulatory compliance” starting from page 173 of this document for further information.

SUMMARY OF FINANCIAL INFORMATION

The following tables present a summary of our financial information during the Track Record
Period and should be read in conjunction with our financial information included in the Accountants’
Report set forth in Appendix I to this document, including the notes thereto. Please refer to the section
headed “Financial information” starting from page 174 of this document for further breakdown and
information.

Highlight of our combined statements of profit or loss and other comprehensive income

For the five

For the year ended months ended

31 March 31 August

2013 2014 2014

HK$°000 HK$’000 HKS$’000

Revenue 540,226 825,379 318,179
Cost of sales (504,142) (778,333) (295,805)
Gross profit 36,084 47,046 22,374
Profit before tax 10,434 20,360 7,073
Profit for the year/period 7,274 15,952 5,083
Total comprehensive income for the year/period 47,030 25,035 12,420
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Revenue and gross profit margin by segments

We are principally engaged as a contractor in the building industry operating in Hong Kong and
the PRC. Our revenue for the Track Record Period was generated from the following three major types
of services: (a) building construction works; (b) electrical and mechanical engineering works; and (c)
alterations, addition, renovation, refurbishment and fitting-out works.

The following table sets forth the breakdown of our revenue, gross profit and gross profit margin
derived from these types of services during the Track Record Period:

For the five months ended

For the year ended 31 March 31 August
2013 2014 2014
Gross Gross Gross
Gross profit Gross profit Gross profit
Revenue profit margin  Revenue profit margin  Revenue profit margin
HK$’000 HK$’000 % HK$'000 HK3$ 000 % HK$'000 HK$’000 %
Building
construction
works 135,982 7,576 5.6 235,084 10,435 4.4 117,300 9,625 8.2
Electrical and
mechanical
engineering
works 160,544 10,147 6.3 270,691 11,125 4.1 65,102 2,180 3.3
Fitting-out works 243,700 18,361 7.5 319,604 25,486 8.0 135,777 10,569 7.8
540,226 36,084 6.7 825,379 47,046 5.7 318,179 22,374 7.0

For the year ended 31 March 2014, our revenue increased by 52.8% to approximately HK$825.4
million, mainly because we had completed more contracts with a higher aggregate contract sum
comparing to that of the corresponding period. With more contracts of higher contract sum, our
revenue for the five months ended 31 August 2014 continued to increase by approximately 12.3% or
approximately HK$35.0 million as compared to the corresponding period in 2013.

Our gross profit was approximately HK$36.1 million and approximately HK$47.0 million
respectively, resulting in gross profit margin of approximately 6.7% and approximately 5.7%
respectively for the years ended 31 March 2013 and 2014. Such a decrease in our gross profit margin
was mainly because some of our projects were still in early phase that the works performed have not
reached a stage that considered to be reliably estimate as at 31 March 2014, where we only had
recognised revenue up to the amount of contract cost incurred to date of approximately HK$55.7
million, representing approximately 6.8% of our total revenue for the year ended 31 March 2014, and
had not recognised any attributable profit for the year ended 31 March 2014. As a result, our gross
profit margin for the year ended 31 March 2014 decreased accordingly as compared to the
corresponding year. Meanwhile, we have recorded a gross profit of approximately HK$22.4 million
for the five months ended 31 August 2014. Our gross profit margin increased from approximately 6.2%
for the five months ended 31 August 2013 to approximately 7.0% for the five months ended 31 August
2014, mainly because more attributable profit had been recognised after certain projects reaching a
stage that the works performed can be measured reliably.
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Management fee income and related expenses

For the years ended 31 March 2013 and 2014, our Group had an aggregate management fee
income from the Remaining DDIHL Group and other parties of approximately HK$6.9 million and
HK$6.2 million and the directly related expenses of approximately HK$4.8 million and HK$5.1
million were incurred as salary expenses for employees who solely worked for the Remaining DDIHL
Group. The remaining amount of approximately HK$2.1 million and HK$1.1 million for the years
ended 31 March 2013 and 2014 respectively were mainly the management fees charged to (i)
subsidiaries of the Remaining DDIHL Group of approximately HK$0.6 million and HK$0.6 million
and a company of Mr. Tjia of approximately HK$0.1 million and HK$0.1 million for certain
administrative support services; and (ii) one of our sub-contractors, who is an Independent Third Party
of approximately HK$1.5 million and HK$0.4 million. The management fee income and the related
administration support expenses from the subsidiaries of the Remaining DDIHL Group and a company
of Mr. Tjia for the administrative support services was not generated/incurred from our ordinary and
usual course of business. Such arrangement however will not be continued upon Listing, whereby our
Group and the Remaining DDIHL Group will pay for their own expenses accordingly, except for
certain administrative services. Meanwhile, the management fee income and the relevant expenses
from one of our sub-contractors, which were related to payment of staff payroll in respect of one of
our fitting-out work projects on behalf of the sub-contractor amounted to approximately HK$1.5
million and HK$0.4 million respectively for the years ended 31 March 2013 and 2014, were also not
generated/incurred from our ordinary and usual course of business. Please refer to the section headed
“Financial information - Discussion on major items of the combined statements of profit or loss and
other comprehensive income - Other income” starting from page 196 of this document for further
information.

Highlight of certain items of our combined statements of financial position

As at
As at 31 March 31 August
2013 2014 2014
HK$’000 HK$’000 HK$°000
Non-current assets 147,946 154,725 29,509
Current assets 1,051,070 1,135,072 1,253,101
Current liabilities 915,811 999,948 982,196
Net current assets 135,259 135,124 270,905
Total assets less current liabilities 283,205 289,849 300,414
Non-current liabilities 56,811 38,085 5,164
Net assets 226,394 251,764 295,250
Summary of financial ratios
As at For the
As at 31 March 31 August five
2013 2014 2014 months
For the year ended ended 31
Current ratio 1.1 1.1 1.3 31 March August
Gearing ratio 43.4%  34.1%  32.3% 2013 2014 2014
Trade receivables
turnover days 38.3 30.5 37.1 Return on equity 3.5% 6.5% 3.8%
Trade payables Return on total
turnover days 22.4 21.1 6.7 assets 0.6% 1.2% 0.9%
Interest coverage 187.3 926.5 182.4
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[REDACTED]

RECENT DEVELOPMENTS
Operations and financial position

During the five months ended 31 August 2014, we have been awarded with 17 new tenders of
which ten new tenders have a contract sum of HK$0.5 million or less and seven new tenders have a
contract sum of over HK$0.5 million each. These seven tenders with a contract sum of over HK$0.5
million have an aggregate contract sum of approximately HK$164.0 million with one contract mainly
relating to fitting-out works and six contracts mainly relating to electrical and mechanical engineering
works.

Subsequent to 31 August 2014, we have been awarded with six new tenders with a contract sum
of over HK$0.5 million each. These six contracts have an aggregate contract sum of approximately
HK$304.4 million with four contracts mainly relating to electrical and mechanical engineering works,
one contract mainly relating to fitting-out works and with one contract mainly relating to building
construction works.

Given the positive trends and opportunities in the building industry as set out in the section
headed “Industry overview” starting from page 51 of this document, our tender success rate in the past
and our background and experience and our continuous efforts to seek new tenders as part of our
normal operations, our Directors believe that we will continue to grasp new opportunities for works
in the building industry.
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Disposed property

During the Track Record Period and up to 20 November 2014, we owned a property located at
the Nanyang Plaza Property which is currently the head office and principal place of business in Hong
Kong of our Group and the Remaining DDIHL Group. We sold the aforesaid property to a member of
the Remaining DDIHL Group for a consideration of HK$131.4 million pursuant to the Reorganisation
on 21 November 2014 and have leased back a portion of the Nanyang Plaza Property which will
constitute a continuing connected transaction of our Company after the Listing Date. This
consideration of HK$131.4 million was settled on the basis of a debt of an amount of HK$131.4
million being left outstanding and owing to Deson Development by Grand On Enterprise Limited. For
the reasoning and details of the disposal, please refer to the section headed “Business — Properties
— Disposed property” starting from page 161 of this document and for the details of the continuing
connected transaction please refer to the section headed “Relationship with the Remaining DDIHL
Group — Continuing connected transactions between our Group and the Remaining DDIHL Group”
of this document.

Dividends and dividend policy

Immediately before Listing and as part of the Reorganisation, our Group declared dividends in
a total amount of HK$235 million to Deson Development Holdings, and Deson Development Holdings
used the amount received from the dividends to pay for and set off against part of the net amount due
by Deson Development Holdings to our Company (including but not limited to the consideration of
the Nanyang Plaza Property of HK$131.4 million) and therefore there was no cash outflow but a
decrease in net current assets and net assets of our Group arising solely from declaration of such
dividends. All the remaining outstanding inter-company balance due from Deson Development
Holdings to our Company of approximately HK$33.8 million had been settled in cash on 16 December
2014. After such payment, there was no amount due from the Remaining DDIHL Group of non-trade
nature upon Listing. As a result of the foregoing, there was no material effect on the trading position
and prospect of our Group as there was no physical cash outflow arising from the dividends and a cash
inflow of approximately HK$33.8 million for our Group arising from settling of the net amount due
by the Remaining DDIHL Group.

Our Company does not have any pre-determined dividend distribution ratio. The declaration of
future dividends will be subject to the decision by the Board and will depend on, among other things,
the earnings, financial condition, cash requirements and availability, the availability of funds to meet
the financial covenants of our Group’s bank loans and any other factors that our Directors may
consider relevant.

Listing expenses

Our estimated listing expenses primarily consist of legal and professional fees in relation to the
Reorganisation and the Listing. The total amount of listing expenses in connection with the Listing
is estimated to be approximately HK$[REDACTED] million and will be settled partly by the proceeds
from the pre-Listing investment of approximately HK$12.1 million (as set out in the section headed
“History, Reorganisation and corporate structure — Pre-Listing investment” of this document). The
remaining amount will be settled by the proceeds of the [REDACTED]. Our Group estimates that
listing expenses of approximately HK$[REDACTED] million will be charged to our combined
statements of profit or loss for the year ending 31 March 2015. The balance of approximately
HK$[REDACTED] million is expected to be charged against equity. The estimated listing expenses of
our Group are subject to adjustments based on the actual amount of expenses incurred/to be incurred
by our Group upon the completion of the Listing. Taking solely into account the expected
non-recurring Listing expenses after the Listing which represents approximately
[REDACTED]% of our Group’s net profit for the year ended 31 March 2014, our Group’s net
profit for the year ending 31 March 2015 is expected to show a significant decline as compared
to that for the prior financial year.

— 10 —
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Pre-Listing investor

On 1 August 2014, Latest Ventures entered into a subscription agreement with Huge Energy
Holdings Limited (“HEHL”), an Independent Third Party, pursuant to which Latest Ventures agreed
to issue and allot to HEHL and HEHL agreed to subscribe for 99 fully-paid shares of Latest Ventures
representing approximately 9.9% of the issued share capital of Latest Ventures a total cash
consideration of HK$12,450,000. Immediately following completion of the Reorganisation and the
[REDACTED], HEHL will hold approximately [REDACTED]% of the total issued share capital of our
Company as enlarged by the [REDACTED]. Please refer to the section headed “History,
Reorganisation and corporate structure — Pre-Listing investment” starting from page 92 of this
document for further details of HEHL’s background and its investment.

RELATIONSHIP WITH THE REMAINING DDIHL GROUP
Shareholders’ information

DDIHL, one of our Controlling Shareholders, will be interested in approximately
[REDACTED]% of our issued share capital upon completion of the Distribution and the
[REDACTED]. After Listing, DDIHL and its associates are interested in certain exempt continuing
connected transactions, particulars of which are set out in the section headed ‘‘Connected
transactions’ starting from page 251 of this document including the leasing of certain office space by
our Company from the Remaining DDIHL Group in Hong Kong and Shanghai, the PRC, as well as the
provision of certain administrative support services such as cleaning services and information
technology support services by our Group to the Remaining DDIHL Group.

Focus of the Remaining DDIHL Group

DDIHL was incorporated in Bermuda with limited liability, the shares of which have been listed
on the Stock Exchange (Main Board, stock code: 00262) since 10 June 1997. Following completion
of the Spin-off, the Remaining DDIHL Group will be principally engaged in the business of (i)
property development and investment; (ii) trading of medical equipment and home security and
automation products, and provision of related installation and maintenance services; and (iii) trading
of various granite and marble products, stone slabs and products for construction market, whereas our
Group will focus on the Construction and Engineering Contracting Business. Based on the analysis set
out in the section headed “Relationship with the Remaining DDIHL Group — Independence from the
Remaining DDIHL Group” starting from page 234 of this document, we believe that, after the Listing,
our Company can carry on business independently of the Remaining DDIHL Group.

SPIN-OFF AND [REDACTED]

On 7 August 2014, DDIHL submitted a proposal for the Spin-off to the Stock Exchange pursuant
to Practice Note 15 of the Listing Rules. On 2 September 2014, DDIHL obtained the confirmation from
the Stock Exchange that it may proceed with the proposal. The reduction of DDIHL’s shareholding
interest in our Company following completion of the Spin-off constitutes a discloseable transaction of
DDIHL under the Listing Rules and accordingly no shareholders’ approval of DDIHL is required for
approving the Spin-off.

The [REDACTED] is conditional on the board of directors of DDIHL declaring an interim
dividend by way of the Distribution and subject to the fulfillment of the conditions that, among other
things, the Stock Exchange grants the listing of, and permission to deal in, our Shares in issue and to
be issued on GEM. If such conditions are not satisfied, the Distribution will not be made and the
[REDACTED] will not take place, in which case an announcement will be made.
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REASONS AND BENEFITS FOR THE SPIN-OFF

The directors of DDIHL concluded that separate listing of our Group will be beneficial to the
Remaining DDIHL Group and our Group for the following reasons:

(a)

(b)

(c)

(d)

(e)

(f)

the Spin-off allows the two groups to create a more defined business focus, more efficient
resource allocation and separate fund raising platforms to fund the respective business
growth and expansion;

the Spin-off will potentially provide greater debt capacity due to greater clarity for credit
profiling by financial institutions;

the Spin-off will enable the management of each group to build their core businesses and
to adopt different business strategies, thereby simplifying the decision-making process and
increasing their responsiveness to market changes and business opportunities;

our management will be motivated to be directly in charge of our operating and financial
performance on a standalone basis;

DDIHL and DDIHL Shareholders will continue to benefit from any enhanced value of our
Group after the Spin-off and to enjoy the benefits from the future development and growth
of our Group’s business; and

the Spin-off could unlock the value of the Construction and Engineering Contracting
Business and DDIHL will be able to return value to its shareholders in the form of liquid
securities through the Distribution.

In light of the above, the directors of DDIHL consider that the Spin-off is in the interests of
DDIHL and its subsidiaries (including the Group) and the DDIHL Shareholders taken as a whole.

NO MATERIAL ADVERSE CHANGES

Save for the estimated non-recurring Listing expenses, our Directors confirmed that, up to the
Latest Practicable Date, there has been no material adverse change in financial or trading position or
prospects of our Group since 31 August 2014, being the date on which the latest financial information
of our Group was reported in the Accountants’ Report included in Appendix I to this document.
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technical terms” of this document.

In this document, the following expressions shall have the meanings set out below unless the
context requires otherwise. Certain other terms are explained in the section headed “Glossary of

“Articles” or “Articles of
Association”

“associate(s)” or “close
associate(s)”

“Beijing Chang-de”

“Board” or “Board of Directors”
“I[REDACTED]”
“Buildings Department”

“Business Day”

“BVI”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant(s)”

“CCASS Participant(s)”

“Colton Ventures”

the amended and restated articles of association of our
Company, adopted on 16 December 2014, a summary of
which is contained in Appendix III to this document, as
amended from time to time

has the meaning ascribed to it under the GEM Listing Rules

Aot =i R S il AR A PR W) (Beijing Chang-de
Architectural & Decoration Co., Limited), a limited liability
company established in the PRC on 19 March 1990 and a
non-wholly owned subsidiary of our Company upon
completion of the Reorganisation

the board of Directors
[REDACTED]
the Buildings Department of the HK Government

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

the British Virgin Islands

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant

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

Colton Ventures Limited, a company incorporated in the BVI
on 19 June 2014 and a wholly-owned subsidiary of our
Company upon completion of the Reorganisation

— 13 —
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“Companies Law” or “Cayman
Companies Law”

“Companies Ordinance”

“Companies Ordinance
(Miscellaneous Provisions)”

EE T3

“Company”, “the Company” or
“our Company”

“connected person(s)”
“connected transaction(s)”

“Controlling Shareholder(s)”

“Construction and Engineering
Contracting Business”

“Corporate Governance Code”

“DDIHL”

“DDIHL Group”

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

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) which came into effect on 3 March 2014 as amended,
supplemented or otherwise modified from time to time

Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong) which
came into effect on 3 March 2014 as amended, supplemented
or otherwise modified from time to time

Deson Construction International Holdings Limited (i1 ##
| B £ [ A5 FR A F), an exempted company incorporated in
the Cayman Islands with limited liability on 18 July 2014

has the meaning ascribed to it under the GEM Listing Rules
has the meaning ascribed to it under the GEM Listing Rules

has the meaning ascribed to it under the GEM Listing Rules,
and in the context of this document unless the context
otherwise requires, means DDIHL, Deson Development
Holdings, Sparta Assets Limited and Mr. Tjia

the construction and engineering contracting business of our
Group, where our Group acts as a contractor in the provision
of (a) building construction mainly in Hong Kong; (b)
electrical and mechanical engineering works services mainly
in Hong Kong; and (c) alterations, addition, renovation,
refurbishment and fitting-out work services mainly in Hong
Kong and the PRC

the Corporate Governance Code as set out in Appendix 15 to
the GEM Listing Rules

Deson Development International Holdings Limited (¥ %
JEE B EEE A BR/AF"), an exempted company incorporated
in Bermuda with limited liability on 20 September 1993 and
the shares of which are listed on the Stock Exchange (Main
Board, stock code: 00262), which is a Controlling
Shareholder of our Company and is a connected person of our
Company

DDIHL and its subsidiaries before the Spin-off, which
includes our Group

— 14 —
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“DDIHL Overseas
Shareholder(s)”

“DDIHL Qualifying

Shareholders”

“DDIHL Shareholders”

“DDIHL Shares”

“Deed of Indemnity”

“Deson Construction
Engineering”

“Deson Development”

)

“Deson Development Holdings’

“Deson Engineering”

“Deson Industries”

DDIHL Shareholder(s) whose addresses appear on the register
of member of DDIHL at the close of business on the
Distribution Record Date and are in jurisdictions outside of
Hong Kong

DDIHL Shareholders on the register of member of DDIHL at
the close of business on the Distribution Record Date other
than the DDIHL Overseas Shareholders

holder(s) of DDIHL Shares

common share(s) of HK$0.10 each in the share capital of
DDIHL

the deed of indemnity dated 16 December 2014 entered into
by DDIHL in favour of our Company (for itself and as trustee
for each of its subsidiaries) as further detailed in the section
headed “D. Other information — 1. Estate duty, tax and other
indemnities” in Appendix IV to this document

Deson Construction Engineering Limited (3 F 25 T4 [R
/v H]*), a company incorporated in the BVI on 8 June 1993
and a non-wholly owned subsidiary of our Company upon
completion of the Reorganisation

Deson Development Limited (i K #§ & AR/ H]), a limited
liability company incorporated in Hong Kong on 1 March
1988 and a wholly-owned subsidiary of our Company upon
completion of the Reorganisation

Deson Development Holdings Limited (7 i %% J& % B A R A
F]*), a company incorporated in the BVI on 14 June 1993 and
a wholly-owned subsidiary of DDIHL as well as a Controlling
Shareholder of our Company

Deson Engineering Limited (1 TFEAFRAF]), a limited
liability company incorporated in Hong Kong on 15 August
2001 and a wholly-owned subsidiary of our Company upon
completion of the Reorganisation

Deson Industries Limited (3B EZEAHRAF*) a company
incorporated in the BVI on 14 June 1993 and a wholly-owned
subsidiary of our Company upon completion of the
Reorganisation

— 15 —
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“Deson Macau”

“Director(s)”

“Distribution”

“Distribution Record Date”

“Foregrand Holdings”

“GEM”

“GEM Listing Rules”

“Grace Profit”

“Group” or “our Group” or “we”
or A‘uS,Q

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

“HKFRS”

“HK Government”
“HKICPA”
“HKSCC”

“Hong Kong” or “HK”

Deson (Macau) Construction Limited (1 F (W98 284 FR 2
A]), a limited liability company incorporated in Macau on 24
August 2005 and a wholly-owned subsidiary of our Company
upon completion of the Reorganisation

the director(s) of our Company

a conditional distribution expected to be declared by DDIHL
to be satisfied by way of a distribution in specie of an
aggregate of [REDACTED] Shares to DDIHL Qualifying
Shareholders, subject to the conditions described in the
section headed “The Spin-off and the Distribution” of this
document

[REDACTED], [REDACTED], being the record date for
ascertaining entitlements to the Distribution

Foregrand Holdings Inc., a company incorporated in the BVI
on 18 February 1993 and a wholly-owned subsidiary of our
Company upon completion of the Reorganisation

the Growth Enterprise Market of the Stock Exchange

the Rules Governing the Listing of Securities on the Growth
Enterprise Market of the Stock Exchange, as amended or
supplemented from time to time

Grace Profit Investments Limited, a company incorporated in
the BVI on 10 March 1999 and a wholly-owned subsidiary of
our Company upon completion of the Reorganisation

our Company and its 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, such subsidiaries as if they were subsidiaries of
our Company at the relevant time

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

Hong Kong Financial Reporting Standards

the government of Hong Kong

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

the Hong Kong Special Administrative Region of the PRC

— 16 —
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DEFINITIONS

“Hong Kong Property Legal
Advisers”

“Independent Third Party(ies)”

“Industry Report”

“Ipsos”

s

“Kenworth Engineering’

“Kenworth Group”

“[REDACTED]”

“Latest Practicable Date”

“Latest Ventures”

“Listing”

“Listing Date”

il

“Listing Rules’

“Macau”

“Main Board”

Tsang & Lee, Solicitors, being the legal advisers to our
Company as to Hong Kong property law

person(s) or company(ies) which is/are independent of and
not connected with any of the directors, chief executive, or
Substantial Shareholders of our Company or our subsidiaries
or any of their respective associates

the industry report dated 11 December 2014 prepared by Ipsos
on the building industry in Hong Kong and the PRC, the
content of which is quoted in this document

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

Kenworth Engineering Limited (Bf2 LREARAH]), a
limited liability company incorporated in Hong Kong on 30
June 1922 and a wholly-owned subsidiary of our Company
upon completion of the Reorganisation

Kenworth Group Limited, a company incorporated in the BVI
on 3 December 1996 and a wholly-owned subsidiary of our
Company upon completion of the Reorganisation

[REDACTED]

[18 December] 2014, being the latest practicable date prior to
the printing of this document for the purpose of ascertaining
certain information contained herein

Latest Ventures Limited, a company incorporated in the BVI
on 18 June 2014 and a wholly-owned subsidiary of our
Company upon completion of the Reorganisation

the listing of our Shares on GEM

the date, expected to be on or around [REDACTED], on which
our Shares are listed on GEM

the Rules Governing the Listing of Securities on the Stock
Exchange, as amended or supplemented from time to time

the Macau Special Administrative Region of the PRC

the main board of the Stock Exchange
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DEFINITIONS

“Memorandum” or “Memorandum
of Association”

“Minor Works Regulation”

“MOFCOM”

“MOHURD”

“MOP”

“Mr. Tjia”

“Nanyang Plaza Property”

i)

“Non-competition Agreement

“per cent.” or “%”

“[REDACTED]”

the amended and restated memorandum of association of our
Company, adopted on 16 December 2014, a summary of
which is contained in Appendix III to this document, as
amended from time to time

Building (Minor Works) Regulation (Chapter 123N of the
Laws of Hong Kong)

the Ministry of Commerce of the PRC (3£ A R A1 B p 5
i)

the Ministry of Housing and Urban-Rural Development of the
PRC (" #E AN RICHE LT fIRARE 5%0), formerly  the
Ministry of Construction of the PRC (H'3E A [ 3t B & 5%
i)

Macanese pataca, the lawful currency of Macau

Mr. Tjia Boen Sien, who is a non-executive Director, one of
the co-founders of our Group and one of our Controlling
Shareholders

property located at 11th Floor, Nanyang Plaza, No. 57 Hung
To Road, Kwun Tong, Kowloon, Hong Kong

the non-competition agreement dated 16 December 2014
entered into by DDIHL in favour of our Company (for itself
and as trustee for and on behalf of our subsidiaries) as further
detailed in the section headed “Relationship with the
Remaining DDIHL Group — Non-competition Agreement” to
this document

per cent.

[REDACTED]
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DEFINITIONS

“PRC” or “China”

“PRC Legal Advisers”

“Predecessor Companies
Ordinance”

“[REDACTED]”

“[REDACTED]”

“Remaining DDIHL Group”

“Reorganisation”

“RMB” or “Renminbi”

“SAFE”

“SCNPC”

“SFC”

“SFO”

the People’s Republic of China, and for the purpose of this
document (including geographical reference mentioned
herein), and except where the context otherwise requires,
excludes Hong Kong, Macau and Taiwan

JunZeJun Law Offices, being the legal advisers to our
Company as to the PRC law

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

the agreement expected to be entered into between our
Company and [REDACTED] (for itself and on behalf of the
other Underwriters) on or before the [REDACTED] to record
and determine the [REDACTED]

the date, expected to be on or before [REDACTED], or such
later date as may be agreed between [REDACTED] (for itself
and on behalf of the other Underwriters) and our Company, on
which the [REDACTED] is fixed for the purpose of the
[REDACTED]

DDIHL and its subsidiaries after completion of the Spin-off,
which excludes our Group

the reorganisation of our Group in preparation for the Listing,
details of which are described under the section headed
“History, Reorganisation and corporate structure — Overview
of the Reorganisation” to this document

Renminbi, the lawful currency of the PRC

the State Administration of Foreign Exchange of the PRC
(HP 3 N R L [ [ 52 A/ BEE A8 2Ry )

the Standing Committee of the National People’s Congress

ECPONE S D)
the Securities and Futures Commission of Hong Kong

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

“Shanghai Deson”

“Shareholder(s)”

“Share(s)”

“Significant Shareholder(s)”

“Spin-off”

“Sponsor” or “Kingsway Capital
Limited”

“Stock Exchange”
“subsidiary(ies)”
“Substantial Shareholder(s)”

“Takeovers Code”

“Track Record Period”

“Underwriters”

“Underwriting Agreement”

“US”, “United States” or “USA”
“US$” or “U.S. dollars”

“WBDB”

g S B OA RN A (Shanghai Deson Decoration
Engineering Co., Ltd.”), a limited liability company
established in the PRC on 27 April 1993 and a wholly-owned
subsidiary of our Company upon completion of the
Reorganisation

holder(s) of our Shares

ordinary share(s) with par value of HK$0.05 each in the share
capital of our Company

has the meaning ascribed to it under the GEM Listing Rules

the separate listing of our Shares on GEM, which is to be
effected by way of the [REDACTED] together with the
Distribution

Kingsway Capital Limited, the sponsor for the Listing and a
corporation licensed under the SFO to engage in Type 1
(dealing in securities) and Type 6 (advising on corporate
finance) of the regulated activities (as defined under the SFO)

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the GEM Listing Rules
has the meaning ascribed to it under the GEM Listing Rules
the Code on Takeovers and Mergers issued by the SFC as
amended, supplemented or otherwise modified from time to
time

the two financial years ended 31 March 2013 and 2014 and
the five months ended 31 August 2014

the underwriters of the [REDACTED], whose names are set
out under the section headed “Underwriting — Underwriters”
to this document

the underwriting agreement dated [REDACTED] entered into
between our Company, our executive Directors, the
Controlling Shareholders, the Sponsor and the Underwriters
relating to the [REDACTED], particulars of which are
summarised in the section headed “Underwriting” to this
document

the United States of America
United States dollars, the lawful currency of the US

the Works Branch of the Development Bureau of the HK
Government
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains terms used in this document in connection with our
business or our Group. As such, these terms and their meanings may not correspond to standard
industry meanings or usages of these terms.

“CAGR”
“GDP”
“GFA”

“ISO”

“ISO 9001~

“main contractor”

“sq. ft.”

“sub-contractor”

compound annual growth rate
gross domestic product
gross floor area

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

ISO9001 certification is an internationally recognised
standard for quality business management. As a family
member of the ISO 9000, it sets out requirements for ongoing
improvement of product quality and services and design

a contractor who enters into a contract directly with a project
developer or the client of a project, and responsible for
coordination, communication and execution to completion of
the entire project works by delegating works to other
contractors and supervising on-site until satisfactory
completion of the entire project

square feet

a contractor who is appointed by the main contractor or
another sub-contractor and generally responsible for specific
delegated works in a project
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements, including, but without limitation to, the

LEINT3 LEINT3 ELINT3 LEINT3

words and expressions such as “aim”, “estimate”, “expect”, “believe”, “plan”, “intend”, “anticipate”,

3

“may”, “seek”, “will”, “would” and “could” and the negative of these words or other similar
expressions or statements, in particular, in the sections headed “Business”, “Financial information”
and “Future plans and use of proceeds” of this document in relation to future events, business or other
performance and development, the future development of our Group’s industry and the future

development of the general economy of our Group’s key markets and globally.

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

° our Group’s business and operating strategies and our Group’s ability to implement such
strategies;

° our Group’s capital expenditure and expansion plans;

° our Group’s ability to further develop and manage our Group’s expansion projects as
planned;

° our Group’s operations and business prospects;

° various business opportunities that our Group may pursue;

° our Group’s financial position;

° the availability and costs of bank loans and other forms of financing;

° our Group’s dividend policy;

° the regulatory environment of our Group’s industry in general;
° the performance and future developments of our Group’s industry;
° changes in competitive conditions and our Group’s ability to compete under these

conditions; and

° other factors beyond our Group’s control.

One or more of these risks may materialise and various underlying assumptions may prove
incorrect.
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FORWARD-LOOKING STATEMENTS

Subject to the requirements of the applicable laws, rules and regulations, our Company does not
have any obligation to update or otherwise revise the forward-looking statements in this document,
whether as a result of new information, future events or otherwise. As a result of these and other risks,
uncertainties and assumptions, the forward-looking events and circumstances discussed in this
document 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 document are qualified by reference to the cautionary statements set out in this section.

In this document, statements of or references to the intentions of our Company or any of our
Directors are made as at the date of this document. Any such intentions may potentially change in light

of future developments.
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RISK FACTORS

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

RISKS RELATING TO OUR BUSINESS

There is no assurance that we will succeed in the tender process.

Our major contracts are generally obtained through the tender process with the tender document
specifying the general terms of the contract to be entered into between us and the customer as well
as the necessary requirements of the tender. During the Track Record Period, contracts with all of our
top five customers were obtained through competitive tendering. Our success rates for tender were
approximately 31%, approximately 28% and approximately 17% for the years ended 31 March 2013
and 2014 and the five months ended 31 August 2014 respectively. Our Directors believe that our
success rates for tender decreased during the Track Record Period due to our tenders being more
expensive than our competitors. We have adopted a strategy to raise our tender price as we have
reached the optimum capacity in 2014 in servicing our on-going projects. On the other hand, we have
continued to submit for new tenders in order to maintain a good relationship with customers after
receiving an invitation for tender from the customers. As a result, there was no significant reduction
in the number of tenders submitted during this period. There is no guarantee that in the future, we will
succeed in the tender process or maintaining comparable tender success rates.

In addition, so far as our Directors are aware most of our customers have maintained an
evaluation system for their tenders to ensure that contractors meet certain standards of management,
industrial expertise, financial capability, reputation and regulatory compliance which may change
from time to time. If a contractor which is responsible for a construction site receives a poor safety
performance review or an accident occurs on its responsible site, it may lead to a poor evaluation and
this may affect its success rate for tenders. In serious cases, the contractor’s qualifications may be
suspended and during this suspension period, it may be prohibited from tendering for works requiring
such qualification. There is no assurance that our overall score under the evaluation system of our
customers will not reduce, such as due to fatal accidents in our projects or material breaches of law.
In case of such events, we may not be granted tender and furthermore, our reputation, business
operations, financial results and profitability may be adversely affected.

Changes in the social, political and economic landscape of Hong Kong and the PRC may
materially affect our business.

Our operations are based in Hong Kong and the PRC and therefore our revenue is mainly derived
from Hong Kong and the PRC. For the years ended 31 March 2013 and 2014 and the five months ended
31 August 2014, our revenues derived from Hong Kong were approximately HK$391.2 million,
approximately HK$644.8 million and approximately HK$246.9 million respectively, representing
approximately 72.4%, approximately 78.1% and approximately 77.6% of our total revenue
respectively, whilst our revenue derived from the PRC were approximately HK$149.1 million,
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approximately HK$158.3 million and approximately HK$69.1 million respectively, representing
approximately 27.6%, approximately 19.2% and approximately 21.7% of our total revenue
respectively. We also provide ad-hoc services in Macau, which contributed no revenue for the year
ended 31 March 2013; and revenue of approximately HK$22.2 million and approximately HK$2.2
million for the year ended 31 March 2014 and the five months ended 31 August 2014 respectively,
representing approximately 2.7% and approximately 0.7% of the total revenue for the year ended 31
March 2014 and the five months ended 31 August 2014 respectively. Demand for our services is
principally connected to the level of construction activities in Hong Kong and the PRC and we may
therefore be affected by the cyclical nature of the construction sector in these locations.

Any major changes to Hong Kong’s and the PRC’s social, political and economic landscape will
have a significant impact on our business and future growth, such as in the event of a dramatic change
to the autonomy of Hong Kong under the principle of “one country, two systems” according to the
Basic Law of Hong Kong. If there were any material adverse changes in the social, political and
economic conditions in the region including (i) change in local government policies, rules or
regulations; (ii) riots, natural disasters and other acts of god; (iii) breakdown in the transportation
system which may disrupt our material supplies; or (iv) a sudden downturn in the economy or
consumer demands, our operations, financial results and profitability may be adversely affected.

We may fail to obtain or renew the requisite licences, permits or qualifications or otherwise fail
to satisfy their requirements from time to time. This will affect our ability to get future projects.

As at the Latest Practicable Date, we had a variety of licences and permits for various types of
works in Hong Kong and the PRC, and are on various lists of approved contractors to perform public
works in Hong Kong, including those detailed in the section headed “Business — Major licences,
permits and qualifications” of this document. Some of these major licences, permits or qualifications
have an expiry date, the earliest expiry date is for Kenworth Engineering’s qualification as a
Registered Minor Work Contractor (Type E works relating to structures for amenities) (Class III)
which expired on 11 November 2014 but is in the process of renewal. There is no assurance that we
can renew the aforesaid in a timely manner or if we try to renew them, we will succeed.

In addition, some licences, permits and qualifications are subject to our continued compliance
with various standards relating to among others, financial capability, expertise, management and
safety and there is no assurance that we will continue to meet such standards from time to time. There
are circumstances which may affect our ability to maintain such licences and permits or otherwise lead
to a suspension, downgrading or demotion of our qualifications. For example, if a fatal construction
accident occurs at our responsible construction site, it may lead to the relevant authority re-evaluating
our qualifications. If we are unable to renew or otherwise maintain our licences, permits or
qualifications, we may not be able to obtain certain new projects, and thereby our financial position
and prospects would be materially and adversely affected.

Our revenue is mostly derived from non-recurring projects. Our results may therefore vary from
time to time.

Our revenue is mostly derived from non-recurring projects for our three main services with the
provision of fitting-out works being the most significant contributor of our revenue, which amounted
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to approximately 45.1%, approximately 38.7% and approximately 42.7% of our total revenue for the
years ended 31 March 2013 and 2014 and the five months ended 31 August 2014 respectively.
Additionally, there was a significant increase in projects in the building industry in Hong Kong during
the Track Record Period. Our revenue therefore showed a significant increase from approximately
HK$540.2 million to approximately HK$825.4 million for the years ended 31 March 2013 and 2014
respectively, representing an increase of approximately 52.8% while our revenue showed an increase
from approximately HK$283.2 million to approximately HK$318.2 million for the five months ended
31 August 2013 and 2014 respectively, representing an increase of approximately 12.3%. There is no
guarantee that we will obtain a similar number or nature of projects in the future. If we cannot
maintain the same quantity of contracts or obtain similar if not better terms than our current contracts,
our business operations, financial results and prospects may be adversely affected.

During the course of the project we will apply for and receive progress payments for our work
completed with a certain amount released after a defect liability period, being generally 12 months
after the practical completion of the project. This means revenue from contracts with our customers
may be recognised over time and in subsequent years after practical completion when all or most of
our work has been completed. Additionally, customers may during the course of the project require
additional services or changes in previously agreed specifications by issuing variation orders to us. In
our experience, the amount from variation orders varies but may generally reach up to 10% of the
original contract sum. For contracts completed (based on the project reaching practical completion)
during the Track Record Period and up to the Latest Practicable Date, variation orders amounted to
approximately HK$294 million. Our financial results may fluctuate due to the quantity and contract
sums of new contracts each year, as well as variation orders received for individual contracts.
Therefore, there is no assurance that our short-term operating results are any indication of our
long-term prospects.

Additionally, the types of projects awarded to us may change based on customer demand and
market conditions and our fee collection and profit margin may vary depending on the type of projects
which we are involved. During the Track Record Period, our Group recorded overall gross profit
margin of approximately 6.7%, approximately 5.7% and approximately 7.0% for the years ended 31
March 2013 and 2014 and the five months ended 31 August 2014 respectively. However, the gross
profit margin of certain services varied widely with the lowest being electrical and mechanical
engineering works with gross profit margin of approximately 6.3%, approximately 4.1% and
approximately 3.3% for the years ended 31 March 2013 and 2014 and the five months ended 31 August
2014 respectively and the highest being fitting-out works with gross profit margin of approximately
7.5%, approximately 8.0% and approximately 7.8% for the years ended 31 March 2013 and 2014 and
the five months ended 31 August 2014 respectively. For further details, please refer to the section
headed “Financial information — Discussion on major items of the combined statements of profit or
loss and other comprehensive income” of this document.

There is no guarantee that our customers will make timely or full payments or return retention
monies on time, which may affect our financial condition.

In general, we apply for progress payments each month during the course of the project for works
completed subject to examination of completed works as detailed in the section headed “Business —
Our business and operations — General workflow” of this document. Given that there is an

— 26 —



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

RISK FACTORS

examination process, we cannot guarantee that our customers will pay in a timely manner or the full
amount invoiced by us. If there is a substantial delay in the examination process or dispute as to the
works completed, payments may be delayed. During the course of the project, our customers may
require additional services or changes in the design or specifications and provide us with variation
orders. As the fees for variation orders are not covered in the original contract sum, the fees involved
will need to be assessed by or negotiated with our customers’ agents generally during the various
stages of the project although we may receive progress payments on part of the amount during the
course of the project. In the event our Group disagrees with the customer on such fees, our results of
operations, liquidity and financial position may be adversely affected. Our account receivables were
approximately HK$56.6 million, approximately HK$68.9 million and approximately HK$77.1 million
for the years ended 31 March 2013 and 2014 and the five months ended 31 August 2014 respectively,
including retention monies receivable of approximately HK$7.9 million, approximately HK$13.5
million and approximately HK$14.2 million over the same period. In addition, customers are generally
entitled to hold up retention monies in the range of 1% to 5% of the contract sum to secure our Group’s
performance. This amount is paid to us upon completion of the project or 12 months after completion
(being the end of the defect liability period). We generally provide a credit period ranging from 14 to
90 days to our customers. In case there is any delay in payment by our customers, it may affect our
liquidity and lead to a decrease in capital resources otherwise available to us. This may in turn
adversely affect our business, financial conditions and results.

Our financial performance and results of operations for the year ending 31 March 2015 will be
affected by our non-recurring listing expenses and may be affected by possible changes in our
profit margin after Listing.

The total amount of listing expenses in connection with the Listing is estimated to be
approximately HK$[REDACTED] million, which represents approximately [REDACTED]% of our
Group’s net profit for the year ended 31 March 2014. Our Group estimates that listing expenses of
approximately HK$[REDACTED] million will be charged to our combined statements of profit or loss
for the year ending 31 March 2015. The balance of approximately HK$[REDACTED] million is
expected to be charged against equity. Expenses in relation to the Listing are non-recurring in nature
but we expect that it will materially affect our Group’s financial performance and results of operations
for the year ending 31 March 2015.

Our financial performance and results of operations after Listing may also be affected by
increasing trend in wages and materials costs in the building industry which may affect us directly or
indirectly through increases in fees by our sub-contractors. The increase in sub-contracting fees during
the Track Record Period was a material factor in reducing our gross profit margin of approximately
6.7% and approximately 5.7% for the years ended 31 March 2013 and 2014 respectively and also in
reducing the gross profit margin for building construction works of approximately 5.6% and
approximately 4.4% for the years ended 31 March 2013 and 2014 respectively. There is no assurance
that our gross profit margin will not further decrease due to the increase in fees to our sub-contractors
or other factors after Listing. For further sensitivity analysis on the impact of changes in our gross
profit margin, please refer to the section headed “Financial information — Discussion on major items
of the combined statements of profit or loss and other comprehensive income — Hypothetical
sensitivity analysis” of this document.
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In view of the above, the Shareholders and potential investors should be informed that the
financial results of our Group for the year ending 31 March 2015 will be materially and adversely
affected by among others, the non-recurring expenses in relation to the Listing and expected increases
in wages, material costs and sub-contracting fees. Therefore, potential investors are specifically
warned that given the non-recurring listing expenses, and the expected increases in operations costs
after the Listing, our Group’s net profit for the year ending 31 March 2015 is expected to show a
significant decline as compared to that for the prior financial year.

Our historical expenses may not be indicative of our expenses after the Spin-off.

Although the business operations of our Group have been carried out substantially independent
from the businesses of the Remaining DDIHL Group, the operating subsidiaries of our Group were an
integral material part of the DDIHL Group before the Spin-off and some expenses were shared among
them. In addition, expenses in relation to the Construction and Engineering Contracting Business have
not been previously been segregated and instead have been accounted together with the other
operations of the DDIHL Group. For purpose of the Listing and in the preparation of the Accountants’
Report in Appendix I to this document, allocation of these expenses between our Group and the
Remaining DDIHL Group have been made on the basis which our Directors considered fair and
reasonable and represented the contributions of the relevant expenses to our Group and the Remaining
DDIHL Group. For details, please refer to the section headed “Financial information — Discussion on
major items of the combined statements of profit or loss and other comprehensive income — Other
income” of this document. However, this may mean that our historical expenses may not be indicative
of our expenses after the Spin-off when we become a separately listed group. We cannot assure you
that subsequent to the Spin-off, our future expenses will be at the same level or follow the same trend
as our historical expenses.

We had negative operating cash flow for the five months ended 31 August 2014.

We had negative cash flow from operating activities of approximately HK$25.0 million for the
five months ended 31 August 2014, which was mainly attributable to the profit before tax for the
period of approximately HK$7.1 million, mainly adjusted for movements in working capital of
approximately HK$32.8 million. The decrease in working capital was mainly due to (i) the increase
in accounts receivable of approximately HK$8.2 million mainly because the billing of a new
fitting-out works project for a retailer and distributor of luxury brands at the end of August 2014; (ii)
the increase in gross amount due to contract customers of approximately HK$10.3 million; (iii) the
increase in gross amount due from contract customer of approximately HK$10.3 million; and (iv) the
decrease in accounts payable of approximately HK$31.9 million respectively. The decrease in account
payable was mainly because we had made a payment for trade payable of approximately HK$30.8
million during the five months ended 31 August 2014 to our sub-contractor for a project related to the
department of the HK Government responsible for architectural services. Although we seek to manage
our working capital, we cannot assure you that we will be able to match the timing and amounts of
our cash inflows with the timing and amounts of our payment obligations and other cash outflows. As
a result, there could be a period during which we experience net cash outflow.

During the Track Record Period, we mainly relied on internal resources generated from our
operation and debt financing to finance our business (please refer to the section headed “Financial
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information — Liquidity and capital resources” of this document). Negative operating cash flow
requires our Group to obtain sufficient external financing to meet out financing needs and obligations.
If we are unable to do so, we will be in default of our payment obligations and may not be able to
expand our business. Thus, our business, financial position and results of operations may be materially
adversely affected.

We derived a significant percentage of our revenue from our major customers and if they choose
not to engage us in the future, our results may be affected.

For the years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, our top
five customers accounted for approximately 52.8%, approximately 54.4% and approximately 56.8% of
our total revenue respectively, while our largest customer accounted for approximately 13.6%,
approximately 15.0% and approximately 28.1% respectively of our total revenue respectively.

Our major customers during the Track Record Period included two departments of the HK
Government and companies in the private sector. We do not have any long term contracts with such
customers and there is no assurance that our major customers will maintain the current business
relationship with us upon the expiry of our existing contracts. If they choose not to continue seeking
our services or if they significantly decrease the level of services required from us, we may need to
find other customers to fully utilise our service capacity. If we fail to find other customers or diversify
our customer base, our business operations, financial results and profitability will be adversely
affected.

Majority of our service contracts with customers have a fixed and pre-determined service fee.
Our profitability may be adversely affected if we suffer from cost overrun or if our contracts are
earlier terminated.

Majority of our service contracts with customers have a fixed and pre-determined service fee
throughout the contract period or do not have any clear price adjustment mechanisms. We generally
fix our service fee when we submit our tender or quotation. Once the tender or quotation is agreed with
our customers, we can only adjust our service in certain circumstances as stipulated in the contracts
such as request by the customer for additional services or changes in specifications. Accordingly, we
generally have to bear the risk of cost fluctuations. Even though some of our public sector contracts
contain adjustment mechanisms, which allow for increase in our fee to address the rise in cost of
materials and wages for our workers, we are typically required to bear some portion of the increase
before we can make a claim under such adjustment mechanisms. In any event, the adjustment
mechanisms may not fully cover the increases in our costs.

The terms of our contracts with customers are generally for a period of one to three years. There
is no assurance that the costs estimated at the beginning of a contract will not be exceeded during the
course of the contract period. Cost overrun may result from inaccurate estimation of costs, increase
in costs of materials and wages of our workers, change in the regulatory requirements, disputes with
sub-contractors, labour disputes as well as accidents and other unforeseen problems. If we are unable
to keep our costs within our original estimates, or the price adjustment mechanisms are not provided,
or we are not able to fully cover the increases in costs during the project, our business operations,
financial results and profitability may be adversely affected.
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In addition, our contracts with customers contain various circumstances for termination
including certain cases for unilateral termination. During the Track Record Period, a contract where
we were engaged as a sub-contractor was terminated in September 2013 because the main contract
between the main contractor and the customer was terminated. We estimate that we were owed an
interim payment of approximately HK$0.30 million which had not yet been paid as at the Latest
Practicable Date for works completed at this stage. There is no guarantee that our contracts will not
be earlier terminated and we will be not able to fully recover our costs. If this occurs, our business

operations, financial results and profitability may be adversely affected.

We may fail to exercise sufficient control over our employees and sub-contractors and therefore
fail to prevent accidents and breaches of law.

We have implemented a number of policies (such as the workplace safety policy set out in the
section headed “Business — Workplace safety” of this document) to provide guidance and measures
to oversee our employees and sub-contractors (including their employees). However, we cannot
guarantee that (i) they will fully comply with our policies or measures; or (ii) we will able to
effectively control their behaviour, and therefore fail to prevent accidents or breaches in law. During
the Track Record Period and up to the Latest Practicable Date, we have settled eight administrative
cases concerning breaches of construction safety regulations which involved employees of our
sub-contractors by the payment of fines totalling HK$115,000. For further details of such penalties,
please refer to the section headed “Business — Workplace safety — Workplace safety breaches
involving employees of our sub-contractors” of this document. After the Track Record Period and up
to the Latest Practicable Date, we were involved in one case concerning a breach of public health law
which involved larvae of mosquito being found at a building construction where we were the
appointed contractor of the site and such case was settled by the payment of a fine of HK$1,500. For
further details, please refer to section headed “Business — Regulatory compliance” of this document.
If similar breaches occur in the future, it may materially and adversely affect our ability to obtain new

contracts by tendering process, our reputation, business operation and financial results.

We are exposed to disputes and claims relating to late delivery, personal injuries and other
matters.

As a main contractor, we are principally responsible for the implementation of the entire project
and we may be involved in disputes in respect of various matters with our customers, suppliers and
sub-contractors and other parties involved in the project from time to time. As a sub-contractor, we
may also be exposed to similar disputes. Claims may arise after disputes with suppliers and
sub-contractors if insufficient or late payment remain unresolved. Disputes with customers in relation
to sub-standard works or late delivery by us or our sub-contractors may escalate and lead to claims
and we may incur liquidated damages under the terms of our contracts with such customers. For
further details, please refer to the section headed “Business — Customers — General terms of
contracts with customers” of this document. During the Track Record Period and up to the Latest
Practicable Date, we had one late delivery incident involving a short delay in completion of the project
due to the increase in the scope of our work as requested by our customer during the project which
resulted a deduction of approximately HK$450,000 as liquidated damages. Regardless of the merits
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of our case, these disputes may damage our relationship with such customers, suppliers or
sub-contractors. We may also need to spend resources and incur costs to handle these disputes or
claims, which may affect our reputation in the building industry and therefore adversely affect our

business operations, financial results and profitability.

Our employees who suffer bodily injury or death as a result of accidents during the course of
their employment with us are entitled to claim damages against us under the Employees’
Compensation Ordinance. If our injured employees are able to show that we or another party were
wholly or partly responsible for the accident causing the injury, then in addition to a claim under
Employees’ Compensation Ordinance, a further claim may be brought under common law for personal
injury damages within three years from the date of the accident. We are also liable under the
Employees’ Compensation Ordinance for the injuries of the employees of our sub-contractors during
the course of the work we engaged. Furthermore, we may face claims from third parties from time to

time, including those who suffer personal injuries at premises where we provide services.

During the Track Record Period and up to the Latest Practicable Date, we had settled 16 material
claims in relation to employees’ compensation with an aggregate settlement amount of approximately
HK$2.15 million. All these claims were in relation to personal injuries of employees or ex-employees
of our sub-contractors. Furthermore, all of these claims were covered either by our insurance or in
instances where we were sub-contractors, the insurance of the main contractor and such insurance
fully covered the settlement amount. As at the Latest Practicable Date, there were 13 material
outstanding employees’ compensation claims and two outstanding personal injury claims being
handled by our insurers or insurers of our main contractors with a majority of which the quantum are
yet to be assessed. It is possible that the relevant workers of these incidents who have claim against
us under the Employees’ Compensation Ordinance and settled by insurance may still pursue personal
injury claims against us under the common law for personal injury damages because according to
section 26 of the Employees’ Compensation Ordinance, the Employees’ Compensation Ordinance shall
not limit or in any way affect any civil liability of the employer, where the injury is caused to an
employee by the negligence, breach of statutory duty or other wrongful act or omission of the
employer, or of any person whose act or default the employer is responsible. However, any damages
awarded against an employer in an action under common law, shall be reduced by the value of any
compensation that has been received by the injured employee under the employees’ compensation
claim. For details of the claims and litigations during the Track Record Period, please refer to the
section headed “Business — Litigations and claims” of this document.
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During the Track Record Period and up to the Latest Practicable Date, our employees’
compensation insurance policies in Hong Kong provide for a maximum limit of liability of up to
HK$200 million per event. There is no assurance that our or the main contractor’s insurance policies
will fully cover us for future events and if we have to pay out of our own resources for any uninsured
claims, our financial results may be materially and adversely affected. Furthermore, regardless of the
insurance coverage or the merits of our case, we may need to spend resources and incur costs to handle
these claims, and these claims may affect our reputation in the building industry and thereby adversely
affect our business operations, financial results and profitability.

Our insurance policies may not be sufficient to cover liabilities arising from claims and litigation
and our insurance premium may increase from time to time.

We have taken out insurance policies in line with industry practice or required by our customers
to cover our business operations. However, there are certain types of losses for which insurance
coverage is not generally available on commercial terms acceptable to us, or at all. Examples of these
include insurance against losses suffered due to business interruption, earthquake, flooding or other
natural disasters, war, terrorist attack or civil disorder, or loss or damage caused by industrial actions.
If we suffer any losses, damages or liabilities in the course of our business operations arising from
events for which we do not have any or adequate insurance cover, we have to bear such losses,
damages or liabilities by ourselves. In such a case, our business operations and financial results may
be adversely affected. Even if we have insurance policies, our insurers may not fully compensate us
for all potential losses, damages or liabilities relating to our properties or our business operations. We
cannot control if there are reduction or limitation of insurance coverage by insurers upon the expiry
of our current policies.

We also cannot guarantee that our insurance premiums will not rise or we may be required by
law or our customers to obtain additional insurance coverage. During the Track Record Period, our
insurance costs have increased, where for the years ended 31 March 2013 and 2014 and the five
months ended 31 August 2014, our total insurance premiums were approximately HK$3.1 million,
approximately HK$4.5 million and approximately HK$3.3 million respectively. Any further increase
in insurance costs (such as an increase in insurance premiums) or reduction in coverage may
materially and adversely affect our business operations and financial results.

We rely on sub-contractors in providing our services and if we cannot maintain our relationship
or effectively monitor their operation, our business may suffer.

Due primarily to the cost effectiveness of using sub-contractors instead of maintaining a greater
number of full-time staff, we rely on sub-contractors in completing the works for projects. For the
years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, our sub-contracting
fees paid by us amounted to approximately HK$484.4 million, approximately HK$694.7 million and
approximately HK$270.0 million respectively, representing approximately 96.1%, approximately
89.3% and approximately 91.3% respectively of our total cost of sales over the same period. During
the Track Record Period, all of our top five suppliers were sub-contractors providing services such as,
among others, interior fitting out work and mechanical and engineer works, site formation and
foundation works and addition, alteration and maintenance of fire services works. For the years ended
31 March 2013 and 2014 and the five months ended 31 August 2014, our aggregate purchases of
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services from our five largest suppliers were approximately 44.0%, approximately 30.6% and
approximately 31.6% respectively of our total purchases from all suppliers, while our purchases from
our top supplier were approximately 14.0%, approximately 11.6% and approximately 9.4%
respectively of our total purchases from all suppliers. As we are generally engaged for non-recurring
projects, we do not have any long-term contracts with our sub-contractors and only engage them as
required for specific projects. Therefore, if our sub-contractors decide not to continue business
relationship with us and we are unable to find a suitable replacement, our quality of service may be
affected and financial results may suffer. There is also no assurance that we will find suitable
sub-contractors if we expand to geographic locations where our existing sub-contractors do not
operate, thereby affecting our expansion plans and prospects.

To ensure quality of our services, we generally select our sub-contractors for our projects from
our list of approved suppliers and sub-contractors (for details of the criteria for assessing such
suppliers, please refer to the section headed “Business — Suppliers and sub-contractors — Criteria for
selecting suppliers and sub-contractors” of this document) and also monitor their performance on site.
However, they are responsible for and we rely on them to provide quality work and to govern their
employees. We are exposed to the risk of receiving claims for the breach of contract or law if our
sub-contractors fail to perform the sub-contracted works satisfactorily or on time or if they fail to
manage their staff in accordance with relevant legal requirements such as in compliance of safety
regulations or public health laws. In such event, our reputation, business operations, financial results
and profitability may be materially and adversely affected.

We may be subject to fines or relocation costs in relation to defects over two leased premises.

Among the premises leased by us, there is (i) a leased premise in Hong Kong for warehouse use
where the entire building is subject to a building order due to a defect on an external wall; and (ii)
a premise in the PRC for use as our Beijing office where the relevant lease was not registered with
the relevant PRC government authority. We are advised by our Hong Kong Property Legal Advisers
and our PRC Legal Advisers that such defects should not affect the validity of our leases. However,
in relation to the non-registration of the PRC lease, we may be subject to a maximum fine of
RMB10,000. For further details, please refer to the section headed “Business — Properties — Leased
properties” of this document. If we are fined or decide to relocate due to such defects, our Group’s
business and operation may be affected.

Our operations are affected by weather conditions and construction risks that may affect our
ability to complete the project on time or otherwise affect our results.

Most of our projects are undertaken outdoor and therefore are subject to adverse weather
conditions. In addition, construction risks may also include other hazards such as fire, suspension of
water and electricity supplies. These conditions and risks may require us to use additional resources
or incur additional costs such as for repair or replacement of damaged property or otherwise affect our
ability to complete project on schedule. Besides increasing our operating costs, this situation may lead
to cost overrun in our cost estimation for our tenders. If our project is delayed and terms of the
contract do not accommodate for such delays or our customers do not grant us sufficient extension of
time for completion, we may be subject to liquidated damages which will adversely affect our
financial results.
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Loss of key management for our operations may materially affect our operations.

Our success is, to a significant extent, attributable to the leadership and contributions of our
management team as described in the section headed “Directors, senior management and staff” of this
document, particularly, our executive Directors who have been with us for over 14 years and have
extensive experience working in the building industry in Hong Kong and the PRC. Our continued
success is therefore dependent to a large extent on our ability to retain the services of our management
team. Any unanticipated departure of members of the management team without appropriate
replacement found may impact, among others, our ability to gain tenders, provide accurate estimation
of costs and manage our projects. Such loss may therefore have a material adverse effect on our

business operations and profitability.

We are exposed to fluctuations in exchange rates and significant changes may increase our
operating costs.

Some of the materials and equipment purchased by us are imported by our suppliers from places
outside of Hong Kong. Although our suppliers generally allow us to pay in Hong Kong dollars, the
prices offered by our suppliers may be increased due to fluctuations in exchange rates. If we are unable
to find other suppliers or alternatives at a cheaper cost, significant changes in exchanges rates may

therefore indirectly increase our operating costs.

RISKS RELATING TO OUR INDUSTRY

We operate in a highly competitive industry.

We operate in a highly competitive industry with a large number of competitors including local
and international companies which offer similar services as ours. Some of our competitors may have
more manpower, resources, licences and qualifications, longer operating histories and stronger
relationship with customers and brand names. Due to the large number of competitors, we face
significant downward pricing pressure and thereby reducing our profit margins. If we cannot adapt
effectively to market conditions and customer preferences or otherwise fail to provide a competitive
bid as compared to our competitors, our services may not be attractive to customers and our
profitability may be materially and adversely affected. Our competitors may also adopt aggressive
pricing policies or develop relationships with our customers in a manner that could significantly harm

our ability to secure contracts.

We may also compete in other areas including for services of sub-contractors and qualified
employees. If we cannot attract their services or are unable to compete in such other areas, our
business, financial condition, results of operations and prospects may be materially and adversely
affected.
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There is a material shortage of skilled workers in the building industry in Hong Kong. If we are
unable to retain or replace such workers, it may affect our business and there is no assurance
that our labour costs will not increase.

According to the Industry Report, one of the major threats in the building industry in Hong Kong
is the material shortage of workers and skilled workers, which is attributable to factors such as the
decreasing number of young people entering into this industry, the increasing number of retirements
in this industry as well as the increasing demand for construction works in Hong Kong. Even without
such shortage, we generally compete with similar businesses for such workers. Given that we are in
a labour intensive industry, we rely on our workers for our business operations and if we are unable
to retain or replace such workers, we may be forced to increase our reliance on sub-contractors or
otherwise be unable to maintain the quality of our services. We cannot assure you that we will be able
to maintain a sufficient labour force necessary for us to execute our business, nor can we guarantee
that our staff costs will not increase to attract or maintain workers. If this occurs, it could have a
material and adverse effect on our results of operations and inhibit our future growth and expansion

plans.

The operations of construction companies in Hong Kong and the PRC are subject to compliance
with a number of regulatory requirements and such compliance may affect our operating costs

and profitability.

Our Group’s operations are required to comply with various safety, employee protection and
environmental protection laws, regulations and requirements in Hong Kong and the PRC, with certain
material ones summarised in the section headed “Regulatory overview” of this document. In the event
that our Group’s operations fail to meet them, we may be subject to fines or required to take remedial
measures or they may affect our ability to obtain new projects. If any of these events occurs, it may
adversely affect our reputation, business, financial condition and results of operations. Additionally,
any changes in such requirements may result in our Group incurring additional costs to comply which

may increase our operating costs and adversely affect our profitability.

RISKS RELATING TO THE [REDACTED] AND OUR SHARES

Termination of the Underwriting Agreement.

Prospective investors should note that [REDACTED] (for itself and on behalf of the other
Underwriters) is entitled to terminate the obligations of the Underwriters under the Underwriting
Agreement by giving notice in writing to us upon the occurrence of any of the events set out in the
section headed “Underwriting — Grounds for termination” of this document at any time prior to 8:00
a.m. (Hong Kong time) on the Listing Date. Such event may include, without limitation, any acts of
God, wars, riots, public disorder, civil commotion, economic sanction, epidemic, fire, flood,

explosions, acts of terrorism, earthquakes, strikes or lock-outs.
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There can be no guarantee as to the accuracy of facts and other statistics contained in this
document with respect to the economies and the industry in which we operate or forward-looking
statements.

Certain facts and other statistics in this document are derived from various sources including the
Industry Report and various government and official sources that we believe to be reliable and
appropriate for such information. However, we cannot guarantee the quality or reliability of such
source materials.

We have no reason to believe that such information is false or misleading or that any fact has
been omitted that would render such information false or misleading. Whilst our Directors have taken
all reasonable care in the reproduction of the information, they have not been prepared or
independently verified by us, the Sponsor, [REDACTED], [REDACTED], the Underwriters or any of
their respective directors, affiliates or advisers. Therefore, we make no representation as to the
accuracy of such facts and statistics. Due to possibly flawed or ineffective collection methods or
discrepancies between published information, market practice and other problems, the statistics
referred to or contained in this document may be inaccurate or may not be comparable to statistics
produced for other publications or purposes and should not be unduly relied upon. Furthermore, there
is no assurance that they are stated or compiled on the same basis or with the same degree of accuracy
as may be the case elsewhere. In all cases, investors should give consideration as to how much weight
or importance they should attach to, or place on, such information or statistics. Furthermore, you
should not put undue reliance on any forward looking statements contained in this document, which
may not occur in the way we expect.

Shareholders’ interests in our Company may be diluted in the future.

If we issue additional Shares in the future, our Shareholders may experience dilution in their
ownership percentage. We may issue such shares in a number of circumstances including pursuant to
issue of new Shares to finance acquisitions or issue of new Shares for purposes of obtaining equity
funding. In addition, we may consider offering and issuing additional Shares in the future for
expansion of our business which may result in the aforesaid dilution.

There has been no existing public market for our Shares and there may be a lack of liquidity and
volatility in its price and trading volume.

Prior to the [REDACTED], there was no public market for, and no established price for, our
Shares. There is no guarantee that there will be an active and liquid public trading market for our
Shares or that such market will be sustainable.

Furthermore, we cannot assure you that there will not be any volatility in the price and trading
volume of our Shares. In particular, the [REDACTED] was determined between our Company and
[REDACTED] (for itself and on behalf of the other Underwriters) and the [REDACTED] may differ
significantly from the market price of our Shares following the [REDACTED]. The Stock Exchange
will be the only market on which our Shares are listed. We are not able to assure investors that an
active public market will develop or be sustained after the [REDACTED]. There is also no assurance
that the market price of our Shares will not decline below the [REDACTED]. If an active trading



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

RISK FACTORS

market for our Shares does not develop or is not sustained after the [REDACTED], the market price
and liquidity of our Shares may be materially and adversely affected. You should also note that our
Shares may experience significant price and volume fluctuations due to matters unrelated to our
operating performance and outside our Group’s control such as general fluctuations in the securities
market.

Prior dividends distributions are not an indication of our future dividend policy and we may not
be able to pay any dividends on our Shares.

Our Company does not have any pre-determined dividend distribution ratio. For details of the
factors which we considered, please refer to the section headed “Financial information — Dividend
and dividend policy” of this document. Immediately before Listing, our Company declared a special
dividend to Deson Development Holdings, and Deson Development Holdings used the amount
received from the dividend to pay for and set off against part of the net amount due by Deson
Development Holdings to our Company. All the remaining outstanding inter-company balance due
from Deson Development Holdings to our Company was then settled in cash.

There is no assurance that future dividend will be declared and paid in an amount equivalent to
or exceeding historical dividend declared or at all. Therefore, investors are cautioned not to use
historical dividend as an indication of the amount of future dividend to be declared or paid. The
payment and the amount of any future dividend will depend on the results of our operations, cash flow,
financial condition, statutory and regulatory restrictions on the payment of dividend, future prospects
and other factors that we may consider relevant. The declaration, payment and amount of any future
dividend will also be subject to our discretion.

The interests of our Controlling Shareholders may conflict with the interests of our Group’s
public shareholders.

Immediately upon the completion of the Distribution and the [REDACTED], DDIHL, one of our
Controlling Shareholders, whose shares are listed on the Stock Exchange, will own approximately
[REDACTED]% of our enlarged issued share capital. Therefore, our Controlling Shareholders will be
able to exercise substantial control or influence over our business by directly or indirectly voting at
shareholders’ meetings in matters that are significant to us and our public Shareholders. For example,
they may perform significant corporate actions, affect composition of the Board and affect the issue
of dividends. Our Controlling Shareholders may take actions, and exercise influence that favour their
interests over the interests of us or our public Shareholders. We cannot assure you that our Controlling
Shareholders will not cause us to enter into transactions or take, or fail to take, other actions or make
decisions that conflict with the best interests of our other Shareholders.

You should read this document carefully (including the risks disclosed) and we strongly caution
you not to place any reliance on any information in press articles, other media and/or research
analyst reports.

You should read this document carefully including the other risks factors set out in this section.
After the publication of this document, there may be press articles, other media and/or research
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analyst reports regarding us, our business, our industry and the [REDACTED]. Such sources may
include certain operational information, financial information, financial projections, valuations and
other information about us that are not contained in this document. We do not accept any responsibility

for any such press or media coverage or the accuracy or completeness of any such information.

Furthermore, we make no representation as to the appropriateness, accuracy, completeness or
reliability of any such information or publication. To the extent that any such information appearing
in publications other than this document is inconsistent or conflicts with the information contained in

this document, we disclaim it, and accordingly you should not rely on any such information.
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THE SPIN-OFF

On 7 August 2014, DDIHL submitted a proposal for the Spin-off to the Stock Exchange pursuant
to Practice Note 15 of the Listing Rules. On 2 September 2014, DDIHL obtained the confirmation from
the Stock Exchange that it may proceed with the proposal. The reduction of DDIHL’s shareholding
interest in our Company following completion of the Spin-off constitutes a discloseable transaction of
DDIHL under the Listing Rules and accordingly no shareholders’ approval of DDIHL is required for
approving the Spin-off.

Following completion of the Spin-off, the Remaining DDIHL Group will be principally engaged
in the business of (i) property development and investment; (ii) trading of medical equipment and
home security and automation products, and provision of related installation and maintenance
services; and (iii) trading of various granite and marble products, stone slabs and products for
construction market in the PRC (collectively referred to as the “Remaining Businesses”), whereas our
Group will focus on the Construction and Engineering Contracting Business. The Spin-off aims to
allow separate platforms for the two businesses of the Remaining DDIHL Group and our Group with

clear delineation.

REASONS FOR AND BENEFITS OF THE SPIN-OFF

The directors of DDIHL concluded that our Group’s business and the Remaining DDIHL Group’s
business have each grown to a scale which merits a separate listing and thus, such separate listing will

be beneficial to the Remaining DDIHL Group and our Group for the following reasons:

(a) the Remaining DDIHL Group and our Group, operating in different business segments, are
believed to have different growth paths and different business strategies. By delineating
clearly between the Remaining DDIHL Group’s business and our Group’s business, the
Spin-off allows the DDIHL Group’s business to create a more defined business focus and
efficient resource allocation. The Spin-off will also allow separate fund raising platforms
for the businesses of the two groups to fund the growth and expansion of our Group’s

business and the Remaining DDIHL Group’s business;

(b) the Spin-off will potentially provide greater debt capacity due to greater clarity for credit
profiling of DDIHL and our Company respectively by financial institutions that wish to

extend credit or financing to DDIHL or our Company;

(c) the Spin-off will enable the management of DDIHL and our Company to dedicate their time
on building the core businesses of the Remaining DDIHL Group and our Group
respectively, to adopt different business strategies in order to better suit their respective
businesses, thereby simplifying the decision-making process and increasing their

responsiveness to market changes and opportunities specific to the business of the relevant

group;
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(d) the Spin-off will provide a mechanism to attract and motivate the management of our
Company to be directly in charge of its operating and financial performance on a standalone
basis;

(e) DDIHL will continue to be the beneficial owner of a majority of shares in our Company
after the Spin-off and to benefit from any enhanced value of our Group through the
Spin-off. DDIHL Shareholders will continue to enjoy the benefits from the future
development and growth of our Group’s business; and

(f) the Spin-off will create two groups of companies and could unlock the value of the
Construction and Engineering Contracting Business. The Spin-off will be by way of a
distribution in specie whereby upon listing of the Shares, existing DDIHL Shareholders will
be able to get [REDACTED] Share for every [REDACTED] existing DDIHL Shares held by
them. DDIHL will thus be able to return value to its shareholders in the form of liquid
securities.

In light of the above, the directors of DDIHL consider that the Spin-off is in the interests of
DDIHL and its subsidiaries (including our Group) and the DDIHL Shareholders taken as a whole.

In accordance with the requirements of Practice Note 15 of the Listing Rules, DDIHL will give
due regard to the interests of its shareholders by providing the DDIHL Qualifying Shareholders with
an assured entitlement to the Shares by way of the distribution in specie of the Shares if the Spin-off
proceeds. Details of the Distribution are set out below.

THE DISTRIBUTION

On [REDACTED], the board of directors of DDIHL announced that a meeting of the board of
DDIHL would be held on [REDACTED] for the purpose of, among other matters, considering the
declaration of a conditional distribution, being the Distribution. The board of DDIHL also announced
that if the conditional distribution is declared, the record date and book closure date for ascertaining
the entitlements will be [REDACTED].

On [REDACTED], the board of DDIHL declared the Distribution to the DDIHL Qualifying
Shareholders, being registered holders of DDIHL Shares whose names appear on the register of
members of DDIHL on the Distribution Record Date. The Distribution will be satisfied wholly by way
of a distribution in specie to the DDIHL Qualifying Shareholders of an aggregate of [REDACTED]
Shares, representing approximately [REDACTED]% of the issued share capital of our Company as
enlarged by the [REDACTED], in proportion to their respective shareholdings in DDIHL on the
Distribution Record Date. Pursuant to the Distribution, the DDIHL Qualifying Shareholders will be
entitled to [REDACTED] Share for every [REDACTED] DDIHL Shares held on the Distribution
Record Date. Fractional entitlements will be disregarded and will be retained by DDIHL for sale in
the market and DDIHL will keep the net proceeds of sale, after deduction of the related expenses
therefrom, for its own benefit.

The Distribution is conditional upon the [REDACTED] becoming unconditional in all respects.
If these conditions are not satisfied, the Distribution will not be made and the Spin-off will not take
place.
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THE SPIN-OFF AND THE DISTRIBUTION

Share certificates are expected to be despatched to DDIHL Qualifying Shareholders on
[REDACTED]. Share certificates will only become valid if the Distribution becomes unconditional.

If there exists any DDIHL Overseas Shareholder(s) at the close of business on the Distribution
Record Date, the directors of DDIHL will make enquiries regarding the feasibility of extending the
Distribution to the DDIHL Overseas Shareholder(s). If based on legal opinions provided by DDIHL’s
overseas legal advisers, the directors of DDIHL consider that it is necessary or expedient not to extend
the Distribution to particular DDIHL Overseas Shareholder(s) on account either of the legal
restrictions under the laws of the place(s) of its/his/her/their registered addresses or the requirements
of the relevant regulatory bodies or stock exchanges in those places outside Hong Kong, the assured
entitlement to the Shares will not be available to such DDIHL Overseas Shareholder(s). Instead, the
DDIHL Overseas Shareholder(s) will receive a cash amount representing the net proceeds of the sale
by DDIHL on their behalf of the Shares to which such DDIHL Overseas Shareholder(s) would
otherwise be entitled pursuant to the Distribution after dealings in the Shares commence on GEM at
the prevailing market price. DDIHL will ensure that the purchaser(s) of such Shares is/are Independent
Third Party(ies). The proceeds of such sale, net of expenses, of more than HK$100 will be paid to the
relevant DDIHL Overseas Shareholder(s) in Hong Kong dollars. Cheques for such net proceeds are
expected to be despatched within approximately two weeks following the commencement of dealings
of our Shares on GEM. DDIHL will retain individual amounts of HK$100 or less for its own benefit.
According to the register of members of DDIHL as at the Latest Practicable Date, there was one
DDIHL Overseas Shareholder with his address in Canada, and such DDIHL Overseas Shareholder will

be entitled to the Distribution but will not receive any Shares.
The DDIHL Shareholders who hold DDIHL Shares through CCASS Clearing Participants or

CCASS Custodian Participants will receive Shares through their respective brokers or custodians who
are CCASS Clearing Participants or CCASS Custodian Participants.
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Name
Executive Directors:

Keung Kwok Cheung (£ #)

Kwok Koon Keung (5B 7 5 )

Lo Wing Ling (%7K %)

Non-executive Director:

Tjia Boen Sien (#f 3C5%)

Independent non-executive
Directors:

Lee Tho Siem (Z=Z k)

Cheung Ting Kee (i)

Ong King Keung (T #i58)

Residential address

Flat C, 30th Floor, Tower 6,
Island Resort,

28 Siu Sai Wan Road

Chai Wan, Hong Kong
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Tower 8 - L Wing, Lohas Park Le
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1 Lohas Park Road

Tseung Kwan O

New Territories, Hong Kong
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20 On Yat Street,
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New Territories, Hong Kong

Flat A, 26th Floor, Block 11,
City Garden

233 Electric Road

Hong Kong
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North Point, Hong Kong
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Room A, 3rd Floor
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Hong Kong

Nationality

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

For further information on the profile and background of our Directors, please refer to the section

headed “Directors, senior management and staff” of this document.
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Sponsor Kingsway Capital Limited
A licensed corporation under the SFO to carry out type
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89 Queensway

Hong Kong
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Underwriters [REDACTED]
Legal advisers to our Company As to Hong Kong law (excluding property law)

Howse Williams Bowers
27th Floor, Alexandra House
18 Chater Road,

Central, Hong Kong

As to Hong Kong law (property law only)
Tsang & Lee, Solicitors
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168-200 Connaught Road Central

Sheung Wan, Hong Kong

As to the PRC law
JunZeJun Law Offices
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Financial Street Centre

9 Financial Street, Xicheng
Beijing, the PRC
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Lawyer and Private Notary
Avenida da Praia Grande 665
Great Will Building, 20th Floor
Macau

As to Cayman Islands law
Appleby

2206-19 Jardine House

1 Connaught Place
Central, Hong Kong

[REDACTED] [REDACTED]

Auditors and reporting accountants Ernst & Young
Certified Public Accountants
22nd Floor

CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

Internal control adviser Baker Tilly Hong Kong Risk Assurance Limited
2nd Floor
625 King’s Road
North Point, Hong Kong

Property valuer Peak Vision Appraisals Limited
12th Floor, Effectual Building
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Wanchai, Hong Kong
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Company’s website address www.deson-c.com
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part of this document)

Company secretary Tong Ka Ming, Patrick (B XH#)
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4C Kingsford Garden
106 Blue Pool Road
Happy Valley, Hong Kong
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regulated activities under the SFO
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Hong Kong
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Happy Valley, Hong Kong

Compliance officer Keung Kwok Cheung (% 1)
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Cheung Ting Kee (i %E3E)
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INDUSTRY OVERVIEW

Certain facts, statistics and data presented in this section and elsewhere in this document
have been derived, in part, from various government official publications as well as the
commissioned report from Ipsos, an independent third party. Whilst our Directors have taken all
reasonable care to ensure that the relevant facts and statistics are accurately reproduced from these
official government sources, such facts and statistics have not been independently verified by our
Group or any of its respective affiliates or advisers, nor by the Sponsor, the [REDACTED], the
[REDACTED], the Underwriters or any of its affiliates or advisers or any other party involved in
the [REDACTED]. Our Directors have no reason to believe that such facts, statistics and data
presented in this section is false or misleading or that any fact has been omitted that would render
such facts, statistics and data false or misleading. In this section, other than the Industry Report,
information regarding the relevant industries has been recited or extracted from certain articles,
reports or publications, and their preparations were not commissioned or funded by our Group.
Our Directors confirmed that after taking reasonable care, there is no adverse change in the market
information since the date of the Industry Report which may qualify, contradict or have an impact
on the information in this section.

SOURCES OF INFORMATION
Industry Report from Ipsos

In connection with the [REDACTED], we commissioned an independent professional market
research company, Ipsos, to assess the industry development trends, market demand and competitive
landscape of the building industry in Hong Kong and the PRC for the period from 2009 to 2018. We
have incurred total fee and expenses of approximately HK$438,000 for the preparation of the Industry
Report. Ipsos conducts research on market profiles, market sizes and market share and performs
segmentation analysis, distribution and value analysis, competitor tracking and corporate intelligence.
The information and statistics set forth in this section have been extracted from the Industry Report.
The payment of such amount was not conditional on our Group’s successful listing or on the results
of the Industry Report.

Methodology

The Industry Report includes information on the building industry in Hong Kong and the PRC.
The information contained in the Industry Report is derived by means of data and intelligence
gathering which include: (i) desk research and (ii) primary research, including interviews with key
stakeholders and industry experts in Hong Kong and the PRC including building construction work
companies, electrical and mechanical engineering work companies, fitting-out work companies, main
contractors, developers, architects, industry experts, government officials etc. Information gathered
by Ipsos has been analysed, assessed and validated using Ipsos in-house analysis models and
techniques. According to Ipsos, this methodology guarantees a full circle and multilevel information
sourcing process, where information gathered can be cross-referenced to ensure accuracy. All statistics
are based on information available as at the date of the Industry Report. Other sources of information,
including government, trade associations or marketplace participants, may have provided some of the
information on which the analysis or data is based.

Assumptions and parameters

The following assumptions were made in the analysis in the Industry Report: (i) there is no
external shock such as financial crisis or natural disasters to affect the demand for and the supply of
building construction works, electrical and mechanical engineering works, and fitting-out works (the
“Relevant Building Works”) over the forecast period; and (ii) the supply of Relevant Building Works
will grow under government promotion such as due to the increase in housing supply, infrastructure,
etc.

The following parameters have been taken into account in market sizing and forecast models in
the Industry Report: (i) GDP value and GDP growth rate in Hong Kong from 2009 to 2018; (ii)
accident rate in the building industry in Hong Kong from 2009 to 2013; (iii) gross output value of
construction works performed by main contractors at construction sites in Hong Kong from 2009 to
2013; (iv) segmentation of output value of building properties under construction in Hong Kong by
building types from 2009 to 2018; (v) estimated number of workers and professionals in the market

— 51 —



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

INDUSTRY OVERVIEW

for electrical and mechanical engineering work in Hong Kong from 2009 to 2013; (vi) estimated
number of workers and professionals in market for fitting-out works in Hong Kong from 2009 to 2013;
(vii) price trend of steel reinforcements in Hong Kong from 2009 to 2013; (viii) price trend of cement
in Hong Kong from 2009 to 2013; (ix) price trend of construction worker wages in Hong Kong from
2009 to 2013; and (x) segmentation of output value of building properties under construction in the
PRC by building types from 2009 to 2018.

OVERVIEW OF THE BUILDING INDUSTRY IN HONG KONG
Types of works

There may be various types of works involved for projects in the building industry. For the
purposes of the study in the Industry Report, Ipsos looked at three types of works including (i)
building construction works; (ii) electrical and mechanical engineering works; and (iii) fitting-out
works.

MARKET FOR BUILDING CONSTRUCTION WORKS IN HONG KONG
Overview

Building construction works can broadly be classified into three categories, namely buildings
(including residential, commercial, and industrial), structures and facilities (including transport, other
utilities and plant, environment, and sports and recreation), and non-site activities (including
decoration, maintenance and repair, etc.) but may also include repairing and alterations of existing
structures.

The major customers for building construction works include private developers and departments
of the HK Government. Strong demand for the building construction works came from both private
and public sectors in recent years and revenue from building construction works in Hong Kong grew.

In some cases, contractors in this market would not receive works directly from the aforesaid
customers but are engaged by the main contractors (who are engaged by the aforesaid customers) or
other sub-contractors. This is because contractors may perform the work themselves or further
sub-contract their works to one or more sub-contractor(s).

The revenue from building construction works in Hong Kong increased from approximately
HK$46.2 billion in 2009 to approximately HK$72.0 billion in 2013, at a CAGR of approximately
11.7%. Such an increase was mainly due to the increase in large scale and complex projects such as
a number of building construction project which involves shopping malls, office buildings and club
houses, in Hong Kong in the past five years. It is expected that the revenue from building construction
works in Hong Kong will maintain a substantial growth from approximately HK$80.9 billion in 2014
to approximately HK$140.9 billion in 2018, at a CAGR of approximately 14.9%, supported by the HK
Government’s housing policy, which promises an increase in the housing supply in Hong Kong. The
following chart sets out the revenue from building construction works in Hong Kong (historical
revenue from 2009 to 2013 and the forecast figures from 2014 to 2018).
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Notes: Data refers to gross value of building construction works in nominal terms performed by main contractors and
sub-contractors at construction sites.
Source: Industry Report

— 52 —



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

INDUSTRY OVERVIEW

Trends, developments and market drivers

The following are some of the major trends, developments and market drivers for the market for
building construction works:

° Building construction projects have been growing in size and complexity, such as a building
complex with both malls and residential buildings. The increase in the size and complexity
of building construction projects has led to a rise in building construction costs as more
building materials, skilled labour, and sophisticated machinery are required. Moreover, this
increase has resulted in increased demands for contractors, who can either provide
multi-disciplinary construction services or manage different specialised contractors
(including our Group). There is a growing tendency for property developers to award the
whole building complex as a single contract to contractors with comprehensive services in
Hong Kong. As a result, contractors for building construction works are expanding their
services scope to include other services to stay competitive including electrical and
mechanical works, fitting-out works, site formation and clearance, piling and related
foundation works.

° The cool down in the PRC property market in recent years has led to the heating in the Hong
Kong property market. With the PRC government placing limits on multiple-home
ownership and by raising interest rates, the PRC investors are increasingly developing and
purchasing properties overseas. Hong Kong is one of such investors’ prime target locations
due to proximity to the PRC and such investor’s migration plans. This raises the demand
in new construction projects in Hong Kong, and the demand for works in the building
industry in Hong Kong including building construction works.

° There has been an increase in the demand for housing in Hong Kong due to rapid rising
population. The recent HK Government’s 2013/2014 Policy Address tends to focus on land
reserve for residential development, and urban redevelopment in ageing districts, which
will directly increase the demand for building construction works in Hong Kong. It is
expected that there will be approximately 210,000 new housing units provided in the
coming five years. Such redevelopment will drive the demand for the works in the building
industry in Hong Kong in general but particularly building construction works.

MARKET FOR ELECTRICAL AND MECHANICAL ENGINEERING WORKS IN HONG
KONG

Overview

A contractor in the market for electrical and mechanical engineering works is primarily involved
in the design of electrical and mechanical systems, sourcing of materials and components,
sub-contracting and supervising installation works, and testing the systems for its customers, who are
mainly the main contractors of the building industry in Hong Kong.

Major customers for electrical and mechanical engineering works include the HK Government,
property developers, main contractors for building construction works and contractors for electrical
and mechanical works. Participants in this segment are mainly electrical and mechanical work
contractors who possess the specialist knowledge and expertise to carry out air-conditioning, fire
services, and electrical and extra low voltage installation works.
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Revenue from the electrical and mechanical engineering works in Hong Kong increased from
approximately HK$19.5 billion to approximately HK$26.6 billion from 2009 to 2013, at a CAGR of
approximately 8.1%. Such significant growth in revenue of the electrical and mechanical engineering
work industry has been fuelled by the infrastructure projects, development of more efficient building
systems and maintenance works for old buildings in Hong Kong. The following chart sets out the
revenue from electrical and mechanical engineering works in Hong Kong (historical revenue from
2009 to 2013 and the forecast figures from 2014 to 2018).
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Notes: Electrical and mechanical work industry data includes data for typical electrical and mechanical work industry
works such as electrical and mechanical fitting works, and repair and maintenance.
Source: Industry Report

From 2014 to 2018, revenue from electrical and mechanical engineering works in Hong Kong is
expected to increase further at a CAGR of approximately 5.4%. Overall, from 2009 to 2018, the
electrical and mechanical engineering works are expected to grow at a CAGR of approximately 6.3%,
mainly driven by public sector projects. The revenue from electrical and mechanical engineering
works will reach its summit in 2016, 2017 and 2018 with a yearly growth of approximately 5.6%,
compared to approximately 3.9% of 2014 and 2015, as the infrastructure projects near their peak
stages and stabilise from thereon, supported by the HK Government’s commitment to providing a
regular supply of public housing on a yearly basis until 2024.

Trends, developments and market drivers

The following are some of the major trends, developments and market drivers for the market for
electrical and mechanical engineering works:

° In the future, there will also be more new high-rise buildings in Hong Kong and the demand
for fire service installations and equipment will continue to increase. The industry will need
to make continuous improvement and adapt to address the design of such building.

° There are increasing number of old buildings and industrial buildings which require
maintenance and revitalisation in Hong Kong. The number of old buildings in Hong Kong
is expected to reach 20,000 by 2023 and maintenance works will be needed to upgrade or
repair their building systems to ensure full functionality. This is expected to provide a
constant stream of projects for contractors of electrical and mechanical engineering works.

° The market tends to shift towards more intelligent buildings, which expected to boost
demand for electrical and mechanical engineering works particularly involving the design
and production of more energy efficient electrical and mechanical engineering works in an
increasingly environmental aware society. Generally, the market will be driven in the future
by the introduction of greener and higher-performance building systems (e.g. wider use of
wireless sensors and controllers, smart air-conditioning systems and low carbon lifecycle
lighting).

MARKET FOR FITTING-OUT WORKS
Overview

Fitting-out works are usually carried out as one of the latter stages of a construction project
before occupation. Flooring or feature flooring, partition, door, wall, ceiling finishes, and sometimes
fixed furniture installation are the typical services provided. Fitting-out works are often
sub-contracted by main contractors for building construction works from large-scale construction
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projects. Such sub-contractors often take part in projects as fitting-out work sub-contractors or interior
design and fitting-out work sub-contractors. Large contractors for fitting-out works are usually
favoured by customer due to their financial strength and sufficient number of skilled workers. For
major players in the building industry, they usually have at least one subsidiary company that has the
qualification and/or related experience to carry out fitting-out works.

Fitting-out works in Hong Kong recorded revenue of approximately HK$4.0 billion in 2009 and
peaked in 2012 at approximately HK$8.0 billion. This was due to the launch of Operation Building
Bright in Hong Kong announced in the HK Government’s 2011/2012 Policy Address, which among
others, encouraged refurbishment and fitting-out works for old buildings in Hong Kong. The peak in
2012 was also contributed by to the number of completed hotels and high-end residential buildings
that year such as the Dorsett Hotel in Kwun Tong and Festival City in Tai Wai, Hong Kong. According
to the Buildings Department, there were 24 newly built hotels in 2012 with only 16 newly built hotels
in 2011. Meanwhile, the number of newly built hotels in 2014 is estimated to be around 13, which is
approximately 17.0% lower than that of 2013 when there were 16 newly built hotels. Revenue from
fitting-out works therefore is expected to drop slightly in 2014, and then continue a rising trend from
2015 onwards, due to the increasing number of new hotels and retail spaces from 2015. The following
chart sets out the revenue from fitting-out works in Hong Kong (historical revenue from 2009 to 2013
and the forecast figures from 2014 to 2018).
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Source: Industry Report
Trends, developments and market drivers

The following are some of the major trends, developments and market drivers for the market for
fitting-out works:

° Due to the increasing construction costs, it is expected that private property developers will
decrease their costs for fitting-out works in individual apartments to maintain their profit
margin. This might decrease the number of large-scale fitting-out projects for private
residential buildings. Instead, private property developers tend to have more luxurious
clubhouses or other public areas of the buildings and therefore the fitting-out industry will
continue to benefit from such projects overall.

° In recent years, there is a popular trend for fashion and luxury brands to set up flagship
stores in central business districts in Hong Kong such as in Central, Causeway Bay and
Tsim Sha Tsui. As flagship stores tend to be multi-level stores with extravagant external and
interior design and also have a relatively larger floor area compared to regular stores, this
development boosted demands for fitting-out works.

° The growth in population and the Hong Kong property market heat are expected to drive
the demand for residential housing, and works in the building industry in Hong Kong in
general including fitting-out works. There is an estimated 221,900 public and private
housing units which will be constructed in the coming five years in response to the rising
demand for residential buildings.
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MAJOR THREATS TO THE BUILDING INDUSTRY IN HONG KONG
The following are some of the major threats to the building industry in Hong Kong:

° Labour shortage: Despite the increasing number of registered labourers in the building
industry, from about 268,000 workers in 2009 to about 322,000 workers in 2013, only about
70,000 registered labourers as of May 2014 are active, providing an activity rate of
approximately 21.9%. The proportion of workers above the age of 50 has also increased
from approximately 36.6% from 2009 to approximately 43.8% to 2013, coupled with the
proportion of workers under the age of 40 decreasing from approximately 34.0% from 2009
to approximately 31.4% in 2013. The total number of active labour is believed to be
insufficient for the expected growth in number and complexity of projects. This labour
shortage is mainly due to (i) the decreasing number of young people entering the building
industry; (ii) the increasing percentage of retirements in this industry; and (iii) the
increasing demand for construction works in Hong Kong.

° Increasing materials costs and average wages: Another major threat is the rise in materials
costs and hourly labour costs which are significant components in construction costs. For
further analysis of the trend, please refer to the paragraph headed “Historical prices of
major raw materials and labour cost in Hong Kong” of this section.

Accidents in the building industry in Hong Kong

Accidents are not uncommon in the building industry particularly for building construction
works. Even though the number of accidents in Hong Kong has been increasing from approximately
2,755 to approximately 3,232 from 2009 to 2013 respectively, at a CAGR of approximately 4.1%, the
accident rate per 1,000 workers in the construction industry fell from approximately 54.6 to
approximately 40.8 from 2009 to 2013; the number of fatalities increased from approximately 19 in
2009 to approximately 22 to 2013, at a CAGR of approximately 3.7%, while the fatality rate per 1,000
workers in the construction industry fell from approximately 0.376 to approximately 0.277 over the
same period of time. This was due to an increase in the number of active employees over the same time
period and the continuous safety and health improvements made and standards set by the Labour
Department of Hong Kong. Given the aforesaid department’s commitment to strengthen supervision
and support to contractors and workers on safety and health issues, it is expected that the accident rate
will continue to follow its recent decreasing trend.

COMPETITIVE ANALYSIS OF BUILDING INDUSTRY IN HONG KONG
Competitive landscape

The building industry in Hong Kong is highly competitive. However, there are different levels
of competition depending on the types of works involved and particular types of works may be
dominated by certain big players. Overall, the top ten contractors providing building construction
works, electrical and mechanical engineering works and fitting-out works took up approximately
24.0% of the market share in terms of the total industry revenue for the 12 months ended 31 December
2013.

Factors of competition and barriers to entry

The following are some of the major factors of competition and barriers to entry to the building
industry in Hong Kong:

° Long track record and reputation for quality work: In order to ensure work quality and
building safety, the HK Government and private developers tend to cooperate mainly with
contractors who have a long track record and can consistently deliver quality works.
Generally, after having accumulated a certain amount of total contract value and
experience, constructors can perform works with a higher total contract value in the public
sector. New entrants to the market without track record may therefore be at a disadvantage
for gaining large projects (such as those involving the HK Government) and obtaining
contracts in general.

° Long relationship with customers: Contractors with an established business relationship
with major developers in Hong Kong also have a better chance of obtaining their private
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building construction contracts. For example, having a good existing relationship may
allow for first-hand information (such as an invitation to bid) about new projects, whereas
new entrants may need to rely on public sources or active monitoring of tenders. New
entrants without an established network may find it difficult to become aware about tenders
or secure contract.

Cashflow and financial support: Substantial capital is needed for this business, especially
for obtaining machineries and raw materials, which are generally high-value items. It is
difficult for new entrants without sufficient cash flow to survive in the building industry,
particularly in relation to building construction works.

The following table sets out the top ten contractors engaging in building construction works,
electrical and mechanical engineering works and fitting-out works in Hong Kong for the 12 months
ended 31 December 2013 in terms of revenue and their background.

Revenue in 2013
(HK$ million) Number of
and portion of projects in

Rank Headquarters total revenue 2013  Key services

1 Competitor A Hong Kong 4,784 (4.6%) 55  Building, electrical and mechanical works and interior decoration
for public housing, private housing, hospitals

2 Competitor B Hong Kong 4,010 (3.9%) 94  Building, electrical and mechanical works and interior decoration
for public housing, private housing, medical institutions

3 Competitor C  Hong Kong 3,537 (3.4%) 33  Building, electrical and mechanical works and interior decoration
for public housing, private housing, institutions and commercial
buildings

4 Competitor D Hong Kong 3,070 (3.0%) 22 Building, electrical and mechanical works and interior decoration
for public housing, institutions and commercial buildings

5 Competitor E  Hong Kong 2,447 (2.4%) 30  Building, electrical and mechanical works and interior decoration
for hotels and private residential housing

6 Competitor F Hong Kong 2,112 (2.0%) 37  Building, electrical and mechanical works and interior decoration
for public housing, private residential housing and sports institutes

7 Competitor G Hong Kong 1,899 (1.8%) 38  Building, electrical and mechanical works and interior decoration
for public housing, private residential housing, commercial
buildings and medical institutions

8 Competitor H Hong Kong 1,860 (1.8%) 13 Building, electrical and mechanical works and interior decoration
for District Term Contract projects and institutes

9 Our Group Hong Kong 645 (0.6%) For further details about our Group, please refer the section headed
“Business” of this document.

10 Competitor I ~ Hong Kong 489 (0.5%) 18  Building, electrical and mechanical works and interior decoration
for commercial buildings and institutes

Others 76,620 (76.0%)

Total: 103,473 (100.0%)

Source: Industry Report

HISTORICAL PRICES OF MAJOR RAW MATERIALS AND LABOUR COST IN HONG KONG

The following are details of historical prices of certain major raw materials and labour costs in
the building industry in Hong Kong:

Steel reinforcements: The average wholesale price of steel reinforcements increased from
approximately HK$4,856.9 per metric tonne in 2009 to its peak at approximately
HK$6,595.0 per metric tonne in September 2011 and subsequently dropped to
approximately HK$5,282.2 per metric tonne in 2013. The intensifying European debt crisis,
together with rising inflation and tightening monetary policy in the PRC led to difficulty
in financing, which hampered the demand for steel reinforcement from downstream
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industries, and in particular, the demand for export and industrial production. Therefore,
Hong Kong’s average price of steel reinforcements started to fall continually from October
2011 to the end of 2013, at a CAGR of approximately -0.9%.

° Cement: Hong Kong’s average wholesale price of cement grew substantially from
approximately HK$584.1 per metric tonne in 2009 to approximately HK$698.5 per metric
tonne in 2013, representing a CAGR of approximately 4.6%. Over the past five years, the
average wholesale price of cement also increased at an average of approximately 4.6%
every year. The annual growth rate was most significant from 2010 to 2011, reaching
approximately 8.2%, attributed to the correction of the oversupply of cement in the market.
Compared to the average wholesale price of steel reinforcements, the world economic
situation did not pose a significant impact on the average wholesale price of cement in
Hong Kong. The rising price trend was mostly attributed to (i) the appreciation of the RMB
which resulted a higher commodity prices; (ii) the accelerated pace of inflation in Hong
Kong; and (iii) the strong construction works demand in Hong Kong and the PRC.

° Labour costs: The average wage of construction workers in Hong Kong increased from
approximately HK$61.8 per hour in 2009 to approximately HK$74.7 per hour in 2013, at
a CAGR of approximately 4.8%. The increase in the average hourly wage of construction
workers in Hong Kong was attributable to the labour shortage in the building industry.

MARKET FOR FITTING-OUT WORKS IN THE PRC (PRIVATE SECTOR ONLY)

Revenue from the fitting-out works in the PRC grew significantly from approximately HK$2,099
billion in 2009 to approximately HK$6,163 billion in 2013, at a CAGR of approximately 14.6%. The
prosperous economy, coupled with the rapid urbanisation, accelerated the development of the real
estate market as well as the construction industry, and in turn increased demand for fitting-out works
in the PRC. The average GDP growth rate in the PRC from 2009 and 2013 was approximately 8.9%,
the urbanisation rate in the PRC rose from approximately 48.3% to approximately 53.7% over the
same period; while the revenue from fitting-out works in the PRC grew by approximately 72.7%.

It is expected that revenue from fitting-out works in the PRC will increase at a CAGR of
approximately 11.4%, from approximately HK$4,008 billion to approximately HK$6,163 billion in the
next five years. The PRC is still exhibiting rapid development in terms of urbanisation,
industrialisation, and marketisation. Such development will continue to promote the market for
fitting-out works in the PRC. Increasing investment by private sector in hotels, commercial
complexes, together with the more refined decoration for the residential buildings, is anticipated to
boost demand for fitting-out works in the PRC with expected revenue of approximately HK$6,163
billion in 2018.

Trends, developments and market drivers

The following are some of the major trends and developments to the market for fitting-out works
in the PRC:

° Standardisation of fitting-out design and the mass production of fitting-out materials:
The market for fitting-out works is becoming more standardised in the PRC. The PRC
government is promoting the phasing out of roughcast apartments and the phasing in of
fully fitted out apartments. This concept drives the mass production of fitting-out materials
and increases the efficiency and quality of the fitting-out works. When the design is
standardised, manufacturers of fitting-out materials start to minimise the unit of such
materials, which enhances the flexibility of the material application and adaptability, able
to cater to various design styles and demands. Increasingly, fitting-out work contractors use
standardised materials in their fitting-out projects.

° The environmental-friendly concepts in the fitting-out works: In an effort to address the
pollution issue, the concepts of low carbon production, energy efficiency, and
environmental-friendliness have been catching on in the building industry in the PRC,
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including the market for fitting-out works. In recent year, there is a consensus in the
building industry to opt for green design, construction material and construction work
process in the PRC. Therefore, the emphasis of the green concept is becoming a notable
aspect in fitting-out works.

Expand service scope to include design and material procurement: Fitting-out work
contractors have increasingly expanded their scope of services from merely carrying out
fitting-out works to assisting in design, material procurement, equipment installation,
after-sale services. The expansion of the service scope proves to be effective in the
production value chain and be better in catering to customer’s demands.

The following are some of the major market drivers to the market for fitting-out works in the

PRC:

Increasing population, coupled with rapid urbanisation: Increasing population, coupled
with rapid urbanisation, boosts demand for fitting-out works in the PRC. The population in
the PRC reached approximately 1.4 billion as of 2014 and the urbanisation rate grew from
approximately 48.3% in 2009 to approximately 53.7% in 2013, the demand for residential
buildings as well as public facilities has been growing. This in turn creates opportunities
for the market for fitting-out works in the PRC.

Accelerated economic development and prosperous real estate market: With accelerated
economic development, the investment in fixed assets increased persistently in the past five
years at a CAGR of approximately 18.8%, revenue from fitting-out works in the PRC grew
at a CAGR of approximately 14.6% from approximately HK$2,099 billion to approximately
HK$6,163 billion over the same period of time. Rapid economic development gives rise to
the investment in fixed assets; while prosperous real estate market boosted by increasing
investment in fixed assets is always one of the key drivers in the market for fitting-out
works in the PRC as more new buildings would be completed. Moreover, the rapid
economic development leads to a rising living standard in the PRC and people tend to
demand more and better fit-out buildings also boosting demand for fitting-out works.

Increasing domestic business activities and flourishing tourism in the PRC: Growing
number of local business activities, coupled with hosting of major international events,
promote tourism in the PRC. There has been a rising demand for hotels, in particular the
star hotels, resulted from the increasing number of tourists and business visitors. This in
turn drives the market for fitting-out work in the PRC.

Stringent requirements and standards in the quality of construction works: According to
the National New-type Urbanisation Plan (2014-2020) <[5 %57 5 3k $H 1L 6 #1 (2014-2020
4) ), more stringent requirements and standards in the quality of construction works,
including green urban construction, real estate, shantytowns, etc., are envisaged. In order
to achieve stricter requirements and standards in the quality of construction works and
approximately RMB4,000 to 5,000 billion is expected to invest annually in the building
industry, which will drive growth to the building industry including the market for
fitting-out works in the PRC.

MAJOR THREATS TO THE MARKET FOR FITTING-OUT WORKS IN THE PRC

The following are some of the major threats to the market for fitting-out works in the PRC:

The PRC government policies to control real estate market: There has been a certain
cool-down in the PRC real estate market due to policies implemented by the PRC
government. Some of these policies have also led homebuyers to hold cash and wait for
certain housing policy relaxation. Sluggish real estate market may cause developers to rely
on price cuts to boost sales, which in turn may lead to less fitting-out works to lower
construction costs. Otherwise, such developers may also invest less on real estate markets
in general.

Price competition leading to reputation for bad quality in industry: Price competition in
the market for fitting-out works in the PRC is still at an early stage of development and the
size of contractors involved are usually small to medium sized. These contractors usually
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compete on price, instead of design or technology. In order to win the projects at a more
competitive price, shoddy works with inferior materials may result. This will hinder the
development and lead to a threat to the reputation of the market for fitting-out works in the
PRC.

Insufficient financing: Flexible cash flow is important as contractors generally have to pay
the bid bond in advance so as to provide a guarantee to the project owner, developer, or
main contractor. This is to show that such contractor will take the job if being selected or
to ensure the fitting-out work contractor has the financial means to complete the project for
the price quoted in the bid. Apart from the bid bond, the contractors generally have to pay
the material costs in advance, and other bond and deposit for quality assurance, safety
assurance, and project completion assurance. However, most of the fitting-out work
contractors are small or medium sized and are private companies. Bank loans seem to be
the only source of financing channel for such contractors in the PRC. The tight cash flow
may limit the development of market for fitting-out works in the PRC.

Factors of competition and barriers to entry

PRC:

The following are some major factors of competition to the market for fitting-out works in the

Effective cost management: Having gone through high inflation in the past decade, there
is a rapid growth in the labour cost as well as building material cost in the market for
fitting-out works in the PRC. In order to stay competitive, ability to manage costs, improve
the efficiency in construction, and shorten the project timeline become key management
skills as well as being a factor of competition.

Impressive track record: Impressive track record is one of the major factors of competition
as fitting-out work contractors who have impressive track record are more likely to win the
projects, especially in the high-end and luxurious fitting-out work market in the PRC.
Capability to design and carry out the fitting-out works, and experience of undertaking
famous landmark projects are key competitive factors.

The following are some major entry barriers to the market for fitting-out works in the PRC:

Reputation and track record: Developers and main contractors prefer to outsource the
fitting-out works to contractors with better track record and reputation, especially for
high-end and luxurious development. It is because developers and main contractors usually
need to bear the risk if any parts of the construction works, including the fitting-out works,
are shoddy works with inferior materials. New entrants are yet to have well-established
reputation and track record, and in turn these become the entry barriers to new entrants to
enter the fitting-out industry in the PRC.

Impressive design: With robust economy, people desire a stylish living environment.
Impressive fitting-out work design on office buildings, residential buildings, retail space,
hotel buildings, resorts, etc., are in high demand. New entrants without any experience and
in-depth knowledge of what the market needs and providing impressive designs may find
it difficult to be engaged for providing fitting-out works in the PRC.

Strong financial strength: Strong financial strength is needed for fitting-out work
contractors to stay in the industry. It is because contractors usually have to pay the bid bond
and material costs in advance, and other bond and deposit for quality assurance, safety
assurance, and project completion assurance during and after the construction. New
entrants without strong financial support is an entry barriers for new entrants to enter the
market for fitting-out works in the PRC.
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This section sets forth a summary of the material laws and regulations applicable to our business
in Hong Kong and the PRC.

HONG KONG

A. Construction labour, health and safety

Factories and Industrial Undertakings Ordinance

The Factories and Industrial Undertakings Ordinance (Chapter 59 of the Laws of Hong Kong)
provides for the safety and health protection to workers in an industrial undertaking. Under the
Factories and Industrial Undertakings Ordinance, every proprietor shall take care of the safety and
health at work of all persons employed by it at an industrial undertaking by:

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

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

° providing all necessary information, instruction, training, and supervision for ensuring
safety and health;

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

° maintaining the workplace in a condition that is, so far as reasonably practicable, safe and
without risks to health;

° providing and maintaining safe access to and egress from the workplaces that are, so far as
reasonably practicable, safe and without any such risks; and

° providing and maintaining a safe and healthy work environment.

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

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

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

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

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

° providing all necessary information, instruction, training, and supervision for ensuring
safety and health;

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

° providing and maintaining a safe and healthy work environment.

Failure to comply with 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 six months.

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

Employees’ Compensation Ordinance

The Employees’ Compensation Ordinance (Chapter 282 of the Laws of Hong Kong) establishes
a no-fault and non-contributory employee compensation system for work injuries and lays down the
rights and obligations of employers and employees in respect of injuries or death caused by accidents
arising out of and in the course of employment, or by prescribed occupational diseases.

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

— 62 —



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

REGULATORY OVERVIEW

According to section 40 of the Employees’ Compensation Ordinance, all employers (including
contractors and sub-contractors) are required to take out insurance policies to cover their liabilities
both under the Employees’ Compensation Ordinance and at common law for injuries at work in respect
of all their employees (including full-time and part-time employees). Where a principal contractor has
undertaken to perform any construction work, it may take out an insurance policy for an amount not
less than HK$200 million per event to cover his liability and that of his sub-contractor(s) under the
Employees’ Compensation Ordinance and at common law.

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

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.

Employment Ordinance

A principal contractor is subject to the provisions on sub-contractor’s employees’ wages in the
Employment Ordinance. Section 43C of the Employment Ordinance (Chapter 57 of the Laws of Hong
Kong) provides that if any wages become due to an employee who is employed by a sub-contractor
on any work which the sub-contractor has contracted to perform, and such wages are not paid within
the period specified in the Employment Ordinance, such wages shall be payable by the principal
contractor and the principal contractor and superior sub-contractor or superior sub-contractor jointly
and severally. A principal contractor’s and superior sub-contractor’s (where applicable) 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 two months (such months shall
be the first two months of the period in respect of which the wages are due).

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

Upon receipt of such notice from the relevant employee, a principal contractor shall, within 14
days after receipt of the notice, serve a copy of the notice on every superior 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).
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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

The Occupiers Liability Ordinance (Chapter 314 of the Laws of Hong Kong) regulates the
obligations of a person occupying or having control of premises on injury resulting to persons or

damage caused to goods or other property lawfully on the land.

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

occupier to be there.

Immigration Ordinance

Pursuant to section 38A of the Immigration Ordinance (Chapter 115 of the Laws of Hong Kong),
a construction site controller (i.e. the principal or main contractor and includes a sub-contractor,
owner, occupier or other person who has control over or is in charge of a construction site) 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.

Minimum Wage Ordinance

The Minimum Wage Ordinance (Chapter 608 of the Laws of Hong Kong) provides for a
prescribed minimum hourly wage rate (currently set at HK$30 per hour) during the wage period for
every employee engaged under a contract of employment under the Employment Ordinance. Any
provision of the employment contract which purports to extinguish or reduce the right, benefit or

protection conferred on the employee by this Ordinance is void.
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B. Environmental protection

Air Pollution Control Ordinance

The Air Pollution Control Ordinance (Chapter 311 of the Laws of Hong Kong) is the principal
legislation in Hong Kong for controlling emission of air pollutants and noxious odour from
construction, industrial and commercial activities and other polluting sources. Subsidiary regulations
of the Air Pollution Control Ordinance impose control on air pollutant emissions from certain

operations through the issue of licences and permits.

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

by registered qualified personnel and under the supervision of a registered consultant.

Noise Control Ordinance

The Noise Control Ordinance (Chapter 400 of the Laws of Hong Kong) controls, among others,
the noise from construction, industrial and commercial activities. A contractor shall comply with the
Noise Control Ordinance and its subsidiary regulations in carrying out general construction works. For
construction activities that are to be carried out during the restricted hours and for percussive piling
between 7 a.m. and 7 p.m. on any day, not being a general holiday, construction noise permits are

required from the Noise Control Authority in advance.

Under the Noise Control Ordinance, noisy construction work 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 general
holidays, unless prior approval has been granted by the Noise Control Authority through the
construction noise permit system. Certain equipment is also subject to restrictions when its use is
allowed. Hand-held percussive breakers and air compressors must comply with noise emissions
standards and be issued with a noise emission label from the Noise Control Authority. Percussive
pile-driving is allowed on weekdays only with prior approval, in the form of a construction noise
permit from the Noise Control Authority. Any person who is in contravention of the aforesaid
provisions, according to the Noise Control Ordinance, shall be liable (a) on first conviction to a fine
of HK$100,000; (b) on second or 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.
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Water Pollution Control Ordinance

The Water Pollution Control Ordinance (Chapter 358 of the Laws of Hong Kong) controls the
effluent discharged from all types of industrial, manufacturing, commercial, institutional and
construction activities into public sewers, rainwater drains, river courses or water bodies. For any
industry/trade generating wastewater discharge (except domestic sewage that is discharged into
communal foul sewers or unpolluted water to storm drains), they are subject to licensing control by

the Director of Environmental Protection.

All discharges, other than domestic sewage to a communal sewer or unpolluted water to a
communal drain, must be covered by an effluent discharge licence. The licence specifies the permitted
physical, chemical and microbial quality of the effluent and the general guidelines are that the effluent

does not damage sewers or pollute inland or inshore marine waters.

According to the Water Pollution Control Ordinance, unless being licensed under the Water
Pollution Control Ordinance, a person commits an offence who discharges any waste or polluting
matter into the waters or discharges any matter other than domestic sewage and unpolluted water, into
a communal sewer or communal drain in a water control zone and is liable to imprisonment for six
months and (a) for a first offence, a fine of HK$200,000; (b) for a second or subsequent offence, a
fine of HK$400,000, and 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

The Waste Disposal Ordinance (Chapter 354 of the Laws of Hong Kong) controls the production,
storage, collection, treatment, reprocessing, recycling and disposal of wastes. At present, livestock
waste and chemical waste are subject to specific controls whilst unlawful deposition of waste is

prohibited. Import and export of waste is generally controlled through a permit system.

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

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

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

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

Dumping at Sea Ordinance

Under the Dumping at Sea Ordinance (Chapter 466 of the Laws of Hong Kong), any waste
producers involved in marine dumping and related loading operations are required to obtain permits
from the Director of Environmental Protection Department.

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

Environmental Impact Assessment Ordinance

The Environmental Impact Assessment Ordinance (Chapter 499 of the Laws of Hong Kong) is
to avoid, minimise and control the adverse environmental impacts from designated projects as
specified in Schedule 2 of the Environmental Impact Assessment Ordinance (for example, public
utility facilities, certain large-scale industrial activities, community facilities, etc.) through the
application of the environmental impact assessment process and the environmental permit system prior
to their construction and operation (and decommissioning, if applicable), unless exempted.

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, dredging operation,
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 (being HK$100,000 as at the Latest Practicable
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Date) and to imprisonment for six months; (d) on a second or subsequent summary conviction to a fine
of HK$1,000,000 and to imprisonment for one year, and in any case where the offence is of a
continuing nature, the court or magistrate may impose a fine of HK$10,000 for each day on which he
is satisfied the offence continued.

C. Contractor licensing regime

General building contractor

Under the current contractor registration system in Hong Kong, a contractor must register with
the Buildings Department either as a general building contractor or as a specialist contractor or as a
minor works contractor. Registered general building contractors may carry out general building works
and street works which do not include any specialised works designated for registered specialist
contractors.

Under section 8B(2) of the Buildings Ordinance (Chapter 123 of the Laws of Hong Kong), an
applicant for registration as a general building contractor or as a specialist contractor must satisfy the
Buildings Authority on the following aspects:

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

(b) the appropriate experience and qualifications of its personnel;

(c) its ability to have access to plant and resources; and

(d) the ability of the person appointed to act for the applicant for the purposes of the Buildings
Ordinance to understand building works and street works through relevant experience and
a general knowledge of the basic statutory requirements.

Under section 8C(2)(c) of the Buildings Ordinance, a registered contractor should apply to the
Buildings Department for renewal of registration not earlier than four months and not later than 28
days prior to the date of expiry of the registration. Application for renewal of registration received by
the Buildings Department outside the specified time limit under section 8C(2)(c) will not be accepted.
The application should comprise:

(a) a duly completed specified form;

(b) declarations in Buildings Department standard forms covering exhaustively the conviction/
disciplinary/ suspension records of the applicant and its key personnel i.e. the authorised
signatory(ies), the technical director(s) and the other officer(s) in certain aspects;

(c) a job reference on a minimum of one relevant building project;

(d) certain documents relating to business registration;
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(e)

the prescribed fee in accordance with Building (Administration) Regulation (Chapter 123A
of the Laws of Hong Kong).

In general, an application for renewal of registration would not be referred to the Contractors

Registration Committees, an independent bodies appointed by the Buildings Department under section

8 of the Buildings Ordinance for interview and assessment, except in the following circumstances:

(a)

(b)

(a)

(b)

(c)

(d)

(e)

()

the contractor has been inactive in relevant building works in the past registration period

(i.e. without a job reference on a minimum of one relevant building project); or

there have been new incidents or circumstances that require further consideration on the
suitability of the contractor’s registration. New incidents or circumstances include, but not
limited to, the contractor’s records in respect of the aspects stipulated in paragraph (b)
above and subject to the following approach adopted by the Buildings Department in
relation to labour safety, public health and environmental offences and records of
suspension from tendering by the WBDB, the Housing Authority or their related

departments in determining if a contractor is required to attend an interview:

non-building works related labour safety offences, e.g. failure to ensure the wearing of
safety helmet and the use of goggles, will not be taken into consideration. Generally
speaking, an offence relating to the course of constructing the works or the manner in which

the works are being carried out is considered as an offence relating to building works;

a contractor who has been convicted of a serious labour safety offence (e.g. involving a

fatal incident or amputation of limb) is required to attend an interview;

a contractor who has been convicted of 7 or more labour safety offences committed within

a rolling six months is required to attend an interview;

a contractor who has been convicted of 4 or more offences under section 27(3) of the Public
Health and Municipal Services Ordinance (Chapter 132 of the Laws of Hong Kong)
committed on the same site within a rolling three months is required to attend an interview;

a contractor who has been convicted of any environmental offence involving an

imprisonment sentence will be required to attend an interview; and

for a contractor who has been suspended from tendering by the WBDB, the Housing
Authority or their related departments, the Buildings Department will consider the reasons
of the suspension. In general, only factors which infer deficiencies of the contractors in
technical competence and management ability, and factors related to standard of works,

misconduct and site safety will be taken into consideration.
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Specialist contractor

For registration as a registered specialist contractor, the applicant must satisfy the Buildings
Department that it has the necessary experience and, where appropriate, professional and academic
qualifications, to undertake work in the specialist category and should also demonstrate that it has the
access to engaging qualified persons to carry out the relevant specialised duties, for example,

competent person (logging) for ground investigation field works.

Minor works contractor

For registration as a Registered Minor Works Contractor, the applicant must satisfy the Buildings
Department that it has the necessary experience and, where appropriate, professional and academic
qualifications, to undertake minor works in the designated class and category and should also
demonstrate that it has the access to engaging qualified persons to carry out the relevant minor works
duties.

Under the Building (Minor Works) Regulation (Chapter 123N of the Laws of Hong Kong)
(“Minor Works Regulation”), a subsidiary legislation under the Buildings Ordinance, ‘minor works’
are classified into three classes according to their nature, scale and complexity and the risk and safety
they pose. The works are further classified into types and items that correspond to the specialisation
of works in the industry. Class I minor works are relatively more complicated and require higher
technical experience and more stringent supervision and thus requires the appointment of a prescribed
building professional (“Building Professional”) (such as an authorised person and where necessary,
may include a registered structural engineer and/or a registered geotechnical engineer) and a
prescribed registered contractor (“Registered Contractor”). The other two classes of minor works,
Class II and Class III, works are comparatively more simple.

Electrical contractor

All contractors engaged in electrical work on fixed electrical installations must be registered
with the Electrical and Mechanical Services Department. To be qualified as a registered electrical
contractor, an applicant must either employ at least one registered electrical worker or:

1. if the applicant is an individual, he/she must be a registered electrical worker; or

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

Under Regulation 13 of the Electricity (Registration) Regulations (Chapter 406D of the Laws of
Hong Kong), a registered contractor should apply to the Director of Electrical and Mechanical
Services for renewal of registration not earlier than four months and not later than one month prior
to the date of expiry of the registration. The application should comprise:

(a) a duly completed specified form;
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(b) a copy of business registration certificate of the contractor;

(c) a copy of the certificate(s) of registration of the registered electrical worker(s) of the

contractor;

(d) documentary proof(s) of employment of registered electrical worker(s) including a letter

confirming the employment of the registered electrical worker(s) of the contractor; and

(e) the prescribed fee in accordance with the Electricity (Registration) Regulations.

Contractor list maintained by the WBDB

In order to tender for HK Government contracts, a contractor must be accepted on the Contractor
List maintained by the WBDB. Although approvals granted by the WBDB are not required to be
renewed annually, audited accounts of the approved contractors are submitted to the WBDB annually
(in addition, a Group C contractor is also required to submit half-yearly management accounts) and
may be produced to relevant HK Government works departments prior to the contract award in order
to review the financial position of the approved contractors to ensure that they meet the capital
requirements as set out by the WBDB. If any approved contractor fails to meet the capital
requirements in a particular category, it will not be eligible for any contract in that category. In the
event the approved contractor fails to submit the accounts or fails to cover any shortfall in the required
capital requirements within the prescribed period, regulatory actions such as suspension of tendering

rights may be taken by the WBDB against such approved contractor.

The Contractor List is divided into five categories, namely, roads and drainage, port works,
waterworks, buildings and site formation. There are three groups in each of the works categories
(arranged in ascending order), namely Group A (except that there are no Group A in port works and
site formation categories), Group B and Group C, with the highest rank being Group C. Each group
has its particular tendering limits. Other than in the most exceptional circumstances, a contractor will
be admitted initially on probation in the appropriate works category and group. According to the
ETWB Handbook, the minimum probationary period is 24 months. After the probationary period,
approved contractors may apply to the WBDB for confirmed status provided they have met the

following requirements:

(i) the technical and management criteria for confirmed status of each category of works; and

(ii) the capital requirements applicable to confirmed status for each category of works.

A contractor may apply for ‘“‘confirmed” status after the satisfactory completion of works
appropriate to its probationary status. ‘““Confirmed” contractors may apply to be elevated to a higher

group which is subject to similar but more stringent criteria/ requirements to that described above.
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It is a requirement of the WBDB that all Group B and Group C contractors in Hong Kong must
obtain ISO 9001/2:1994 or ISO 9001:2000 certification as one of the qualifications for tendering for
HK Government contracts.

The following table sets out the value of works for which contractors in the respective categories

and statuses may tender:

Category Authorised contract value

Group A contracts of value up to HK$75 million

Group B contracts of value up to HK$185 million

Group C (confirmed) contracts of any value exceeding HK$185 million

Specialist list maintained by the WBDB

The Specialist List shall comprise suppliers and contractors who are approved for carrying out
public works in one or more of the 49 categories. Some contractors within a category are further
divided into classes according to the type of works within that particular category and groups
according to the value of contracts for which they are normally eligible to tender. Tender limits are

applicable to 8 categories of works in the Specialist List.

Contractors qualified/licensed with the WBDB 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 contractors carrying out HK Government works.

Regulatory actions against approved contractors by the Development Bureau

The Development Bureau may take regulatory actions against failure to meet the financial
criteria within prescribed time, unsatisfactory performance, misconduct or suspected misconduct, poor
site safety record, and poor environmental performance, court convictions such as contravention of
site safety legislation and Employment Ordinance and employment of illegal worker etc. For example,
if a qualified contractor is convicted of a series of safety or environmental offences within a short
period of time in a project, or if a fatal construction accident occurs at a construction site for which
the contractor is responsible, the HK Government may take regulatory actions against the responsible
contractor.

Regulatory actions include removal, suspension (which means a contractor is prohibited from
tendering for works of the relevant category during the suspension period), downgrading (which
includes downgrading or demoting the contractor’s qualification to a lower status or class in all or any
specified category), depending on the seriousness of the incident triggering the regulatory actions.
Please refer to in the section headed “Risk Factors — There is no assurance that we will succeed in

il

the tender process.” of this document for risk associated with being a HK Government contractor.
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THE PRC
LAWS AND REGULATIONS ON THE INDUSTRY

Pursuant to the Construction Law of the PRC (12 A\ R ILFN[E #5E7%) promulgated by the
Standing Committee of the National People’s Congress (&8 A K% Z &) (“SCNPC”) on 1 November
1997 and amended on 22 April 2011, construction enterprises, reconnaissance enterprises, design
enterprises and supervisory enterprises shall possess registered capital required by national
regulations, professional and technical staff with statutory practicing qualifications specific to the
construction activities engaged and requisite technical equipment for the relevant construction
activities, and may not engage in construction activities within the scope of their qualification class
before passing qualification examinations and obtaining appropriate qualification certificates.

Construction engineering quality

There are several laws and regulations regulating construction engineering quality, including but
not limited to the Administrative Rules on Construction Engineering Quality & T8 &8 F ik
f51) promulgated on 30 January 2000 and effective from 30 January 2000, and the Provisions on the
Supervision and Administration of the Quality of Housing Building Projects and Municipal
Infrastructure Projects <5 J& B S A B EL 6l sk it L 72 & B B BHE JE B ) promulgated by the
Ministry of Housing and Urban-Rural Development of the PRC (e A R 3L A 5 £ 5 Ik 4 2 5% 1)
(“MOHURD”) on 1 August 2010 and effective from 1 September 2010. Under such regulations,
construction enterprises engaged in construction engineering services shall obtain appropriate
qualification certificates according to laws and undertake project services within the scope of their
qualification class. A construction enterprise is prohibited to undertake projects beyond the scope of
its qualification class or in the name of other construction enterprises, or allow other companies or
individuals to undertake projects under its name. The construction authority at or above the county
level shall supervise and administer the enterprises who are responsible for the body quality,
construction, reconnaissance, design, supervisory and quality detection within its administrative area

under the relevant laws, regulations and compulsory standards of construction.
Bidding and tendering

Pursuant to the Bidding and Tendering Law of the PRC "% A R ILANE 3R AR L)
promulgated by the SCNPC on 30 August 1999 and effective from 1 January 2000, and the
Implementation Rules on the Bidding and Tendering Law of the PRC 1 3 A & 3 il B 453 B F5 A 15 B
Jifi &%) promulgated on 20 December 2011 and effective from 1 February 2012, the bidding process
is required for construction, reconnaissance, design and supervisory services relating to social and
public benefits and public securities, projects financed wholly or partly with state-owned funds or by
state financing, and projects financed with funds from an international organisation or loans or aiding
funds from foreign governments as well as purchase of important equipment and materials related to
the construction projects, subject to the contract sum and project size as specified by relevant

provisions.
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Qualification certificate

Pursuant to the Administrative Provisions on the Qualifications of Enterprises in the
Construction Industry (¥ EEHEMHBIE) promulgated by the MOHURD on 26 June 2007
and effective from 1 September 2007, the qualifications of enterprises in construction industry is
classified into three categories, namely, main contractors that are qualified in undertaking the whole
of a construction project (“main contractors” jifi L4247 f1), professional services contractors that are
qualified in undertaking a specialised contract (“professional services contractors”, #H37K ) and
labour services sub-contractors that are qualified in undertaking a labour service by sub-contract
(“labour services sub-contractors”, S5H ). A main contractor can contract for the overall works
for, or the main body of, a project, can perform all works that it contracted for by itself, or
sub-contract non-core construction works or qualified labour services to qualified professional
services contractors or labour services sub-contractors. A qualified professional service contractor
may enter into a contract to provide professional services sub-contracted out by a main contractor, or
by the MOHURD under relevant provisions. Under such contracts, a qualified professional services
contractor may undertake all of the contracted work by itself, or sub-contract out the labour
assignment to qualified labour services sub-contractors. A qualified labour services sub-contractor
may enter a contract to provide labour services contracted out by a main contractor or a professional

services contractor.

Pursuant to the Standards for Qualification Grade of Enterprises in the Construction Industry
(EEEMSEEHEHIENE) promulgated by the MOHURD on 20 April 2001 and effective from 1
July 2001, the enterprise in the construction industry shall engage in the construction activities within
its grade, in terms of its span, contract sum, construction area and total weight of construction

corresponding to its qualification grade.

Pursuant to the Rules for the Administration of Foreign-invested Construction Enterprises
G ERFEESFEE M E) promulgated on 27 September 2002 and effective from 1 December
2002, the investment by the PRC investor of sino-foreign equity joint ventures should comprise of at
least 25% of the register capital. Meanwhile, sino-foreign equity joint ventures should contract
projects within the authorised scope corresponding to its aptitude class. Only the following kinds of
projects shall be within the business scope of foreign-owned construction enterprises according to
their aptitude class: (i) built exclusively with foreign investment and foreign grant; (ii) financed by
foreign financial institutions or awarded by international bidding according to loan terms; (iii)
sino-foreign cooperation projects where the foreign investment is not less than 50%, or where the
foreign investment is less than 50% and approved by the relevant PRC construction authorities that
it is unable to execute independently by the PRC construction enterprise due to the technical
difficulty; and (iv) the PRC invested and sino-foreign cooperation projects where it had been approved
by the relevant PRC construction authority that it is unable to execute independently by the PRC
construction enterprise due to the technical difficulty. As a main contractor of a project, the
construction enterprise with foreign investment itself should undertake the construction task of the

major structure of the project.
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Pursuant to the Administrative Rules on Construction Engineering Reconnaissance and Design
(sl TR AT % H1)  promulgated on 25 September 2000, construction engineering
reconnaissance and design services shall be contracted through a tendering process in accordance with
the Tender Law of the PRC (1% A [ A0 [8 #8 AR1:) .

Pursuant to the Administrative Regulations on Foreign-invested Construction Engineering
Design Enterprises (&P & sk T2 w428 HHLE ) promulgated on 27 September 2002 and
with effective from 1 December 2002, the application and approval procedures for establishment and
qualifications of foreign-invested construction engineering design enterprises are subject to grading
and classification management. To apply for the establishment of a foreign-invested construction
engineering design enterprise with grade A of construction engineering design qualification and
category A or category B of other construction design qualifications, its application shall be reviewed
and approved by the foreign trade and economic administrative authorities under the State Council,
and its qualifications shall be reviewed and approved by the construction administrative authorities
under the State Council. To apply for the establishment of a foreign-invested construction engineering
design enterprise for category B of construction engineering design qualification and category C or
below of other construction engineering design qualifications, its application shall be reviewed and
approved by the foreign trade and economic administrative authorities under the people’s governments
of provinces, autonomous regions and municipalities, and its qualifications shall be reviewed and
approved by the construction administrative authorities under the people’s governments of provinces,
autonomous regions and municipalities. Pursuant to the Supplementary Provisions of the
Administrative Regulations on Foreign-invested Construction Engineering Design Enterprises
promulgated on 19 December 2003, the Administrative Regulations on Foreign-invested Construction
Engineering Design Enterprises and relevant administrative requirements on qualifications of
construction engineering design enterprises are applicable for establishment of a construction
engineering design enterprise in the PRC as invested by services providers based in Hong Kong and
Macau and the application of its qualifications. On 5 January 2007, the MOFCOM and MOHURD
jointly promulgated the Implementation Rules of the Administrative Regulations on Foreign-invested
Construction Engineering Design Enterprises (FMpfiff & @k LIRS MAUE ERHAH]),
which detailed the requirements on investors and track records of foreign-invested construction

engineering design enterprises.

Pursuant to the Administrative Regulations on Construction Engineering Reconnaissance and
Design Qualification (# sk LREH)EE % FHE S HHBIE) promulgated on 26 June 2007 and became
effective from 1 September 2007, engineering design qualifications are classified into integrated
engineering design qualification, industry engineering design qualification, professional engineering
design qualification and specific engineering design qualification. An enterprise with specific
engineering design qualification, which is classified into categories A and B, may undertake the
specific engineering design business corresponding to its category. Engineering design qualifications
of Category B (excluding those for railway, transportation, hydraulic engineering, information
industry, civil aviation and other industries) and below shall be granted by construction administrative

authorities under the people’s governments of provinces, autonomous regions and municipalities.
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Pursuant to the Notice on Printing and Distributing the Standards on Construction Engineering
Design Qualification B EN8E< T2 FHE BARUES 1) issued by the MOHURD on 29 March
2007, the standards include the types of construction engineering design, staffing of major
professional and technical staff and classification of scale in relation to construction engineering
design services in all 21 sectors. The standards have four sub-standards, namely, integrated
engineering design qualification, industry engineering design qualification, professional engineering

design qualification and specific engineering design qualification.
Work safety at construction projects

Pursuant to the Work Safety Law of the PRC 13 A\ [ A1 EH % 4 4E FE 1L ) promulgated by the
SCNPC on 29 June 2002 and amended on 27 August 2009, the production and business operation
enterprises shall be equipped with the conditions for safe work as provided in the present law and
other relevant laws, administrative regulations, national standards and industrial standards, and shall
offer education and training programs to the employees thereof regarding production safety so as to
ensure that the employees have the necessary knowledge of production safety, know the relevant
regulations and rules for safe work and safe operation, and master the skills for safe operation for their

own positions.

Pursuant to the Regulation on Administration of Work Safety of Construction Engineering
(st TR % 24 A AR H]) promulgated by the State Council on 24 November 2003 and effective
from 1 February 2004, the employers (& & #.17), construction enterprises (fifi I. ¥ {7), reconnaissance
enterprises (Hi%S#.1i), design enterprises (%7l ¥ {/) and supervisory enterprises (% 3 ¥ (/) shall be
responsible for the work safety in the construction project under relevant laws and regulations. At the
work site, the main contractor and qualified sub-contractors shall be jointly and severally liable for
the work safety of a sub-contracting project. Where the main contractor legally sub-contracts the
construction project to other enterprises, the contract between the main contractor and sub-contractor
shall specify their respective rights and obligations in respect of the work safety. However, the main

contractor shall be primarily responsible for the work safety.

Pursuant to the Regulation on Work Safety Licences €% 4 /E & 7 7] @ ¥4 {4l ) promulgated by the
State Council and effective on 13 January 2004 and the Administrative Provisions on the Work Safety
Licence of Construction Enterprises % T2 % 24 & fF rl i P E ) promulgated by the
MOHURD and effective on 5 July 2004, a construction enterprise without a work safety licence shall

not engage in construction activities.

Pursuant to the Regulations on the Reporting, Investigation and Disposition of Work Safety
Accidents (ZEE LA HHCR G MR EE IR H) promulgated by the State Council on 9 April 2007
and effective from 1 June 2007, after the occurrence of an accident, the relevant on-site personnel in
the accident shall immediately report it to the person in-charge; the person in-charge shall report it
to the work safety authority and relevant authorities responsible for work safety of the PRC
government at or above the county level at the place of occurrence of the accident within one hour

after receiving the report.
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Fire control

Several laws and regulations regarding specific fire protection in the construction projects,
including but not limited to the Fire Protection Law of the PRC 13 A R ILANEIH B ik )
promulgated by the SCNPC on 28 October 2008 and effective on 1 May 2009, the Provisions on the
Supervision and Administration of Fire Protection of Construction Projects % T2 B B & 4 3
¥i7E) as amended by the Ministry of Public Security on 17 July 2012, the Provisions on the
Supervision and Inspection over Fire Protection {{HFi% & #&#E) amended by the Ministry of
Public Security on 17 July 2012 and the Interim Measures of Inspection and Evaluation to Fire
Protection Construction 5 THEIH By Ba U HE & B 1715 ) promulgated by the Ministry of Public
Security in 2010. According to such laws and regulations, a construction project shall obtain approval
from or filing with relevant public security and fire protection authorities for fire protection design
before construction commences and is subject to a fire protection as-built acceptance inspection. The
construction enterprises, reconnaissance enterprises, design enterprises and supervisory enterprises
shall conform to the national fire protection technical standards for project construction, and shall be
jointly and severally responsible for the quality of fire protection design and construction under
relevant laws and regulations. The public security organ of a local government at or above the county

level shall supervise and administer the fire protection work within its administrative area.
Inspection upon completion

After completion of construction works for a project, the employer must organise an acceptance
examination by relevant government authorities and experts according to the Provisions on Inspection
Upon Completion of Buildings and Municipal Infrastructure <5 JZ 5 F1 7 BUE 6 5% i TR % T BRIk
HiE) promulgated by the MOHURD on 2 December 2013. The employer must also report details of
the acceptance examination according to the Administrative Measures for the Filing of As-built
Inspection of Housing, Building and Municipal Infrastructure Projects (/55 J= & 5 Fl 17 B L i 5% it 1
FER TR UM 24 BLFE ) as amended by the MOHURD on 19 October 2009. A construction project
may not be handed over to the customer until and unless it has satisfactorily passed the necessary
acceptance examination. Where a construction project is developed in phases, an acceptance

examination may be carried out for each phase completion.
Sub-contract

The sub-contract of house-building and municipal infrastructure construction project must
comply with various laws and legal requirements, including but not limited to Measures for the
Administration on the Construction by Sub-contract of House-building and Municipal Infrastructure
Projects «J7 2 @ S A i BUHE B 5% it T2 i 70 6% PEH#YE ) promulgated by the MOHURD on 3
February 2004 and Opinions on Further Strengthening Supervision on Construction Market <[ #E
— e EE NS EE T/ERNE R) promulgated by the MOHURD and effective on 24 June 2011.
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Environment protection

There are several laws and regulations regulating environment protection in the construction
industry of the PRC, including but not limited to the Environmental Protection Law of the PRC
(R EE N R ILAE IR BE AR 715 ), Law of the PRC on Appraising of Environment Impacts € H# A\ R It
B BR 4% 5% 22574815 ) and Regulations of Environment Protection in Construction Projects (% IH
H BB R FE 4 B 49]) . Under such laws and regulations, a construction project shall obtain approval
from or filing with relevant environment protection authorities for environment protection before
construction commences, and upon completion of a construction project, file an application with the
relevant environment protection authorities for acceptance checks on completion of matching
construction of environmental protection facilities required for the construction project.

LAWS AND REGULATIONS ON FOREIGN-INVESTED ENTERPRISES

Pursuant to the Foreign-owned Enterprise Law of the PRC (% A RILFIEHNE > ¥75)
promulgated on 12 April 1986 and amended on 31 October 2000, and the Rules for the Implementation
of the Wholly Foreign-Owned Enterprise Law of the PRC H e A &I A 8 &1 & A 3 72 5t 40 HIl )
promulgated on 12 December 1990 and amended on 19 February 2014, a wholly foreign-owned
enterprise (“WFOE”) is a legal entity with the capacity to bear civil liabilities, to enjoy civil rights
and to own, use and sell properties independently. The registered capital of a foreign-owned enterprise
must be contributed by foreign investors. The liability of a foreign investor is limited to the amount
of the registered capital for which it agrees to subscribe. According to the relevant laws and
regulations of the PRC, foreign investors are allowed to pay the amount of the registered capital
periodically, and the registered capital must be injected within the specified period as approved by the
MOFCOM or its authorised organisations.

Pursuant to the PRC Law on Sino-foreign Equity Joint Ventures {9 % A [&ILAIE 1 4h 5 & 2
%) promulgated on 15 March 2001 and the Regulations for the Implementation of the PRC Law on
Sino-foreign Equity Joint Ventures €13 A R ILFIE )5 8 588 A 215 B ) promulgated on
22 July 2001, the proportion of the investment contributed by the foreign joint ventures shall generally
not be less than 25% of the registered capital of a joint venture. The parties to the joint venture shall
share the profits, risks and losses in proportion to their respective contributions to the registered
capital.

LAWS AND REGULATIONS ON LABOUR SERVICES
Labour contract

Pursuant to the Labour Contract Law of the PRC {13 A [ L1 55 8) 4 [7] %) promulgated on
29 June 2007 and amended on 28 December 2012, (i) if the employee works for the employer for more
than one month but less than one year without labour contract, the employer shall pay twice of the
wages to the employee. Where the employee works for the employer for one year or above without
labour contract, the parties are deemed to have entered into a non-fixed term labour contract; (ii) an
employee who meet certain criteria, including but not limited to having worked for the same employer
for 10 years or above, may require to enter into a non-fixed term labour contract with the employer;
(iii) the employee must comply with the relevant trade secrets or non-competition provisions; (iv) the
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scope of circumstances in which the employer must make legitimate compensation to the employee has
been expanded; (v) a maximum limit of amount that the employee can seek compensation from the
employer for breach of contract has been set; (vi) the employee can terminate the labour contract if
the employer fails to contribute to the social insurance fund for the employee according to law; (vii)
an employer who receives “deposit” from the employee as security will be fined up to RMB2,000; and
(viii) an employer who deliberately deprives the employee of any part of his salary must make full
payment of the salary to the employee, together with a compensation amounting to 50% to 100% of
the deprived amount of the salary.

Social insurance

Pursuant to the PRC Social Insurance Law {13 A R LA B4+ & R 5 ) , promulgated by the
SCNPC on 28 October 2010 and becoming effective on 1 July 2011 and the Interim Regulations on
the Collection and Payment of Social Security Funds <& {5 2 A0 17 6) promulgated by the
State Council and effective from 22 January 1999, employers are required to contribute, on behalf of
their employees, to a number of social insurance funds, including funds for basic pension insurance,
unemployment insurance, basic medical insurance, occupational injury insurance and maternity leave
insurance. Under the circumstance where an employer fails to pay social insurance funds in full
amount, it might be subject to a rectification order by competent authorities and a daily late fee at the
rate of 0.05% of the outstanding amount from the due date might be imposed. In addition, if it fails
to make such payment in full amount within the prescribed time limit, a fine in the amount of one to
three times of the outstanding payment might be imposed. Pursuant to the Regulation on Work-Related
Injury Insurances { Tf5fREE 1) amended by the State Council on 20 December 2010, employers
shall pay work-related injury insurance premiums for the employees on time and employees are not
required to pay work-related injury insurance premiums themselves. Pursuant to the Interim Measures
concerning the Maternity Insurance {438k T2E & (& B sl A7 ##%) promulgated by the Ministry of
Labour of the PRC on 14 December 1994 and effective from 1 January 1995, employers are required
to contribute, on behalf of their employees, to the maternity leave insurance. Under the circumstance
where an employer fails to pay maternity leave insurance in full amount, it might be subject to a daily
late fee at the rate of 0.2% of the outstanding amount from the due date might be imposed. Pursuant
to the Regulations on Unemployment Insurance{ZZEfR B 51> promulgated by the State Council
and became effective on 22 January 1999, employers are required to contribute to the unemployment
insurance at the rate of 2% of the gross payroll and employees are required to contribute to the
unemployment insurance at the rate of 1% of his/her own payroll.

Housing provident fund

Pursuant to the Regulations on the Administration of Housing Provident Fund {5 /A& 4 &
&%) promulgated by the State Council and became effective on 3 April 1999 which was amended
on 24 March 2002, employers are required to contribute, on behalf of their employees, to the housing
provident funds at a rate between 5% and 20% of the deposit base. Failure in the registration or the
opening of accounts for employees might be subject to a rectification order by the competent housing
fund management centre and a fine between RMB10,000 and RMB50,000. Failure in payment of the
housing provident fund in time or any underpayment thereof shall be subject to a rectification order
by the competent housing fund management centre.
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Our PRC subsidiary, Beijing Chang-de, is located in Beijing and is subject to the Several
Provisions of Beijing Municipality on Implementation of the Regulations on Management of Housing
Provident Fund {dbH i B ti<fi 5 85 &8 B HI># THLE) which promulgated on 6 January
2006 and was effective from 1 March 2006, and Shanghai Deson Decoration, is located in Shanghai
and is subject to the Provisions of Shanghai Municipality on the Administration of Housing Provident
Fund ( B HEREABSE M THE) which promulgated 26 September 2005 and was effective
from 1 January 2006.

PROVISIONS ON TAXATION
Enterprise income tax

Pursuant to the Enterprise Income Tax Law of the PRC 1% AR ILAN[E 1> 3£ Fr 19811k )
promulgated on 16 March 2007 and effective on 1 January 2008, and the Regulation on
Implementation of the Enterprise Income Tax Law of the PRC {72 A & I A1 B 1> 25 iy 15 B 1% Bt fc
f51) promulgated on 6 December 2007 and effective from 1 January 2008, the tax rate of enterprise
income tax shall be 25%. A non-resident enterprise that does not have an establishment or place of
business in the PRC, or has an establishment or place of business in the PRC but the income has no
actual connection to its establishment or place of business, shall pay enterprise income tax on the

incomes derived from inside the PRC at the reduced rate of enterprise income tax of 20%.
Business tax

Pursuant to the Interim Regulation of the People’s Republic of China on Business Tax 1% A
R AN 2 2E B 171 1)) promulgated on 10 November 2008 and effective on 1 January 2009 and
the Implementation Rules on the Interim Regulations on Business Tax of the PRC {H #E A R ILFIEY
EEBEIT WP EEAA]) as amended on 28 October 2011 and effective from 1 January 2011, all
entities and individuals providing taxable services, transferring intangible assets or selling real estate
within the PRC shall pay business tax. The items and rates of business tax shall be implemented in
accordance with the List of Items and Rates of Business Tax (& ¥PFiFi HBI#3K) attached to the
regulations. The tax rate of business tax on construction industry shall be 3%.

Withholding income tax

Pursuant to the Arrangements between the PRC and the Hong Kong Special Administrative
Region for Avoidance of Double Taxation and Prevention of Tax Evasion < [AJ L FI 75 i 4 Il 17 L [ B
i 36 T A5 2 B i OB AN B IR BL I 2 PE)  promulgated on 21 August 2006, the applicable
withholding income tax rate for any dividends declared by a PRC company is 5% for a shareholder
being Hong Kong resident holding at least 25% interest in its registered capital, or 10% for a
shareholder being Hong Kong resident holding less than 25% interest in its registered capital.
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Tax benefits

Pursuant to the Administrative Measures for Non-resident Enterprises to Enjoy Treatments under
Tax Treaties (Trial) JF & R =32 B Wi 2 177 48 8 B HE% (R047) ) promulgated on 24 August 2009 and
effective from 1 October 2009, where a non-resident enterprise (as defined under the PRC tax laws)
that receives dividends from a PRC resident enterprise wishes to enjoy the favourable tax benefits
under the tax arrangements, it shall submit an application for approval to the competent tax authority.
Without being approved, the non-resident enterprise may not enjoy the favourable tax treatments

provided in the tax agreements.
PROVISIONS ON FOREIGN EXCHANGE MANAGEMENT AND DIVIDEND DISTRIBUTION

Pursuant to the Foreign Exchange Administration Regulations 3 A R A1 50 41 FE & FEAG 1] )
promulgated by the State Council on 29 January 1996 and effective on 1 April 1996 (and updated on
5 August 2008), the RMB is freely convertible to pay for current accounts, including that of the trade
and service related foreign exchange transactions and dividend payments, but does not include
expenditure on capital accounts which includes that of the direct investments, loans or securities
investments outside the PRC. The RMB is freely convertible for expenditure on capital accounts only

if prior approval from SAFE is obtained.

According to the Foreign Exchange Management Regulations, a foreign invested enterprise in
the PRC can purchase foreign currencies for trade and service related foreign exchange transactions
without approval from SAFE, but it must submit the commercial documentations in relation to such
transactions for verification. A company may reserve foreign currencies (subject to the maximum limit
as approved by SAFE) for repayment of debts in foreign currencies or for payment of dividends.
However, the relevant PRC government which has significant discretion in the implementation of
regulations may limit or abolish the ability of foreign invested enterprises to purchase or reserve
foreign currencies in the future. In addition, foreign exchange transactions involving direct
investments, loans or securities investments outside the PRC are subject to the limitations of the SAFE

and approval from which must be obtained.

On 29 August 2008, SAFE issued the Circular on Relevant Operating Issues concerning the
Improvement of Administration of Payment and Settlement of Foreign Currency Capitals of
Foreign-invested Enterprises, or “Circular No. 142”7 (B 58 3% 7 i £ & A 365N & A8 4 3245 &5 45
PR BH SEFS B/ M A48 A1) . According to Circular No. 142, RMB obtained from the settlement of
foreign currency capital of a foreign-invested enterprise must be used within the business scope
approved by the PRC governmental authorities and cannot be used for domestic equity investment,
unless otherwise permitted by the PRC laws or regulations. When an enterprise intends to repay a loan
in RMB with the RMB obtained from the settlement of its foreign currency capital, it must submit as
a statement that the loan has been used in accordance with a contract and within the business scope

approved by the regulatory authorities.

— 81 —



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

REGULATORY OVERVIEW

On 19 November 2012, SAFE issued Circular of the State Administration of Foreign Exchange
on Further Improving and Adjusting Foreign Exchange Administration Policies for Direct Investment
B 22 A1 e A7 2L Sy B 3 — 20 o R o 3 e G A R B BUR 1 4 K1) (the “Circular 59”) effective
from 17 December 2012 which provides more specific requirements on the registration relating to
foreign exchange administration. Under the Circular 59, the opening of various special purpose
foreign exchange accounts (e.g. pre-investment expenses account, foreign exchange capital account,
asset realisation account, guarantee account) no longer requires the approval from SAFE.
Reinvestment of lawful incomes derived by foreign investors in the PRC (e.g. profit, proceeds of
equity transfer, capital reduction, liquidation and early repatriation of investment) no longer requires
SAFE’s approval or verification, and purchase and remittance of foreign exchange as a result of capital
reduction, liquidation and early repatriation or share transfer in a foreign-invested enterprise no longer

requires SAFE’s approval.

APPROVAL FOR THE LISTING

Save for the approval from the Stock Exchange, no other regulatory approval is required for the
Listing. For shareholder’s approval, please refer to the section headed “A. Further information about
our Company and our subsidiaries — 3. Written resolutions of our then sole Shareholder passed on 16

December 2014” in Appendix IV to this document.
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HISTORY AND BUSINESS DEVELOPMENT

We have over 20 years of experience in the building industry in the PRC and Hong Kong. The
history of our Group can be traced back to 1988 when our wholly-owned subsidiary, Deson
Development, was incorporated by Mr. Tjia, a Controlling Shareholder of our Company and the
controlling shareholder of DDIHL, together with two Independent Third Parties, through their
personal resources, who each contributed approximately HK$0.3 million. Before the Spin-off, our
operating subsidiaries were an integral material part of the DDIHL Group. The shares of DDIHL was
listed on the Main Board since June 1997.

We were first approved as a registered building contractor with the Buildings Department to
carry out building works in Hong Kong in 1989. However, benefitting from Mr. Tjia’s experience and
connections in the construction industry in the PRC, we focused our business in the PRC in particular
Beijing and Shanghai in the early years of our commencement of business. Our Directors believe that
we were among the first batch of the foreign contractors operating in the PRC to have successfully
obtained in September 1994, a Qualification Permit, following implementation of the Provisional
Measures for the Control of Quality of Foreign Enterprises Contracting for Construction Works in the
PRC* (7 H B 55 (A 7R A AR A0 8 A 36 & B BT AT FEE) governing the qualification of foreign

contractors operating in the PRC.

The first few major projects undertaken by us in the PRC were the interior decoration and
electrical and mechanical works in the construction of a development called the Oriental Arts Building
and Hotel located in the city centre of Beijing (one of the buildings in the development is known as
the Beijing Hilton Hotel) in Beijing and the Shartex Plaza in Shanghai. Our outstanding quality of the
construction work for the Shartex Plaza project received the highest recognitions for building and
construction work in Shanghai and the PRC, respectively, when we were awarded the Bai Yu Lan Prize
(1 E R 3%) in February 1993 by the Shanghai Construction Industry Association* (I ¥ 17 &2 5€ 2£ i &
) and Shanghai Construction Quality Supervision Centre* (I ## 5% T2 & B & ) and the Lu
Ban Prize* (% ¥i4%) in December 1994 by China Construction Industry Association*
(B S £ A &), Other landmark buildings which we were involved as a contractor in the PRC
includes the German Centre, Shanghai Square and Lippo Plaza in Shanghai, Phase I of Parkview Place

Garden in Guangzhou and Legend Garden Villas in Beijing.

To enhance our competitiveness in carrying out construction and fitting-out works in the PRC
mainly in hotel projects in the early 1990s and to strengthen our ability to arrange for local manpower
supply required for our projects, on 19 March 1990, we set up Beijing Chang-de, an equity joint
venture company together with a PRC state-owned enterprise, Beijing Construction Engineering
Corporation* (dt 517 #2E T.#2 4/ 7)(“Beijing Construction”), an Independent Third Party. On 27
April 1993, Shanghai Deson was set up. As at the Latest Practicable Date, Beijing Chang-de held,
among others, “Grade I Professional Contractor of Construction and Renovation Works* (#5154
fifi CREHEEREEZM)” and “Grade A Professional Interior Design* (FEFE M T FHHIHH )
while Shanghai Deson held “Grade II Professional Construction, Renovation and Fitting-out

Contractor Certificate® (5515 5 fif T R2 H A AL A8
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In Hong Kong, we were first involved in the HK Government construction projects since late
1990s when we were approved on the List of Approved Suppliers of Materials and Specialist
Contractors for Public Works — Turn-key Interior Design and Fitting-out Works Category (Group I)
with the WBDB. In March 2001, Deson Development was first approved on the List of Approved
Contractors for Public Works — Buildings category (Group C) (on probation) with the WBDB. In the
early 2000s, we began to focus more on our construction and fitting-out business in Hong Kong
(instead of the PRC) and widened the scope of our services to foundation works when we were
approved as a Registered Specialist Contractor (foundation works category) by the Buildings
Department in April 2000.

In August 2000, we further expanded our business to cover the electrical and mechanical
engineering works after acquiring Kenworth Engineering (through the acquisition of its holding
company, KEL Holdings Limited, a company then listed on the Main Board which was in financial
difficulty) pursuant to a restructuring agreement. We were approved on the List of Approved Suppliers
of Materials and Specialist Contractors for Public Works in Hong Kong for Air-conditioning
Installation (Group II), Electrical Installations (Group III) and Fire Services Installation (Group II)
categories with the WBDB. In 2001, we established Deson Engineering in Hong Kong to contract
fitting-out construction projects in Hong Kong market. In March 2011, we further expanded our scope
of services to include minor works when Deson Engineering approved as a Registered Minor Works
Contractor for Class I, Class IT and Class III with the Buildings Department. Over the years, we acted
as contractor for large-scale interior fitting-out projects for clients in the private sector, which
includes operator of department stores, retailer and distributor of luxury brands, property developers
and banks.

Our Directors believe that we are able to provide one-stop comprehensive services covering from
building construction works, electrical and mechanical engineering works to fitting-out works for a
construction project in Hong Kong in both private and public sectors. Among other notable projects
which we were involved in Hong Kong over the years included the construction of luxury houses at
10 Pollock’s Path of the Peak, construction of the sewage treatment plant in Ngong Ping, New

Territory, redevelopment of part of a theme park and various educational establishments.

We further expanded our business to Macau in 2013. Through our subsidiary, Deson Macau, we
were also engaged in non-residential fitting-out works in Macau on ad-hoc basis, where the works

were carried out through sub-contractors.
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BUSINESS DEVELOPMENT MILESTONES

The following events are the key business milestones of our Group since its establishment:

Year Event

1989 Deson Development obtained the Certificate of Registration
of Registered Contractor from the Buildings Department.

1992 Deson Development was approved on the List of Approved
Suppliers of Materials and Specialist Contractors for Public
Works — Turn-key Interior Design and Fitting-out Works
Category (Group I) with the WBDB.

July 1993 Shanghai Deson first obtained Grade II Professional
Construction, Renovation and Fitting-out Contractor
Certificate (Probation)* (ZEEIEMESE MG T2 3K 6 E)
##%) from the Shanghai Urban Construction and
Communications Commission* (BT EZMEL LS
).

September 1994 Deson Development obtained a Qualification Permit
following implementation of the Provisional Measures for the
Control of Quality of Foreign Enterprises Contracting for
Construction Works in the PRC* (£ * B35 A & & TR 4h
B A SEEE A 1T L), Due to changes in the PRC
governmental policies in late 2002, we currently no longer
maintain such a qualification permit.

August 1997 Deson Development was first accredited with ISO9002:1994
certification by HKQAA, which was applicable to building
construction and fitting out works including building services
installation. Currently, accredited with IS09001:2008
certification by HKQAA

October 1998 Beijing Chang-de obtained Grade I licence as professional
contractor of construction and renovation works* (EEE &
Fefi TREHERESH) from Ministry of Housing and
Urban-Rural Development of the PRC* (% A\ & H: A1 [3 {5
A1 IR 480 7 % ).

September 1999 Deson Development was approved by Buildings Department
as Registered General Building Contractor.

April 2000 Deson Development was approved as a Registered Specialist
Contractor (foundation works category) by Buildings
Department.
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Year

August 2000

January 2001

March 2001

May 2004

April 2006

August 2010

March 2011

November 2011

May 2014

July to September 2014

Event

DDIHL successfully acquired KEL Holdings Ltd (previously
listed on Main Board, stock code: 00681) and indirectly its
subsidiaries including Kenworth Engineering pursuant to a
restructuring agreement. Kenworth Engineering is principally
engaged in the design, supply, installation and maintenance of
electrical and engineering services in the building industry in
Hong Kong.

Kenworth Engineering was approved as a Registered
Specialist Contractor (ventilation works category) with the
Buildings Department.

Deson Development was approved on the List of Approved
Contractors for Public Works — Buildings category (Group
C) (on probation) with the WBDB.

Deson Development was approved on the List of Approved
Suppliers of Materials and Specialist Contractors for Public
Works — Turn-key Interior Design and Fitting-out Works
Category (Group II) with the WBDB.

Deson Development was approved on the List of Approved
Contractors for Public Works — Buildings Category (Group
C) (confirmed).

Deson Development was approved as a Registered Contractor
for Fitting-Out/Renovation Works and Repair/Maintenance
Works with the Urban Renewal Authority.

Deson Engineering was approved as a Registered Minor
Works Contractor (Company) - Class I, II and III with the
Buildings Department.

Kenworth Engineering was approved as a Registered Minor
Works Contractor (Company) (Type E Works relating to
Structures for Amenities) - Class III with the Buildings
Department.

Deson Development became an approved vendor of The Link
Management Limited in Hong Kong.

Through an injection in paid-up capital in Shanghai Deson,
Shanghai Deson obtained to “Grade III Professional Electrical
and Mechanical Installation Engineering Contractor*” (# &
ML TRRHEFEREEH) from the Shanghai Urban
Construction and Communications Commission® (I ¥ 17 3 48
HRME B ).
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CORPORATE DEVELOPMENT

We summarised below corporate development of our major operating subsidiaries for each of our

business segments:

Date and place of

Name of subsidiary incorporation

Details of acquisition/establishment

Building construction and fitting-out works
1 March 1988, Hong
Kong

Deson Development

Established by Mr. Tjia and two other
Independent Third Parties. On 21 May 1997,
prior to the listing of DDIHL on the Main
Board, Deson Development Holdings
subscribed 100 shares in Deson Development
(which were subsequently converted to Class
A voting shares) at the cash consideration of
HK$100 (including one share held on trust for
Deson Development Holdings) at the then par
value of the shares, which such subscription
was legally completed and settled.

On 2 September 2003, 20,000,000 Class A
voting shares were further allotted and issued
to Deson Development Holdings at the cash
consideration of HK$20 million.

On 22 October 2014, 20,000,000 Class B
non-voting deferred shares in Deson
Development held by Mr. Tjia were transferred
to Deson Development Holding at nil
consideration.

All 20,000,100 Class A voting shares and
20,000,000 Class B non-voting deferred shares
in Deson Development were subsequently
transferred to our Group at the cash
consideration of HK$40,000,100 pursuant to
the Reorganisation on 16 December 2014.
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Date and place of

Name of subsidiary incorporation

Details of acquisition/establishment

Electrical and mechanical engineering works
30 June 1922, Hong
Kong

Kenworth Engineering

Fitting-out works and minor works
Beijing Chang-de

19 March 1990, the PRC

Our Group acquired KEL Holdings Limited
(and indirectly its wholly-owned subsidiaries,
among others, Kenworth Group and Kenworth
Engineering) at the cash consideration of
HK$40 million pursuant to a restructuring
agreement on 26 April 2000, which was
legally completed and settled in August 2000.

Established by Deson Development together
with a PRC state-owned enterprise, Beijing
Construction as a joint venture, in which
Deson Development owned 40% minority
interest. Save for its interest in Beijing
Chang-de, Beijing Construction is an
Independent Third Party.

On 10 September 1993, pursuant to internal
group transfers, Beijing Construction
transferred its 60% interest in Beijing
Chang-de to dt i 5 T4/~ 7 (Beijing
Construction Engineering and Decoration
Corporation®) at no consideration and Deson
Development transferred its 40% interest in
Beijing Chang-de to its wholly-owned
subsidiary, Deson Construction Engineering
Limited, at no consideration. Such transfers of
equity interests in Beijing Chang-de were
legally completed.
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Date and place of
Name of subsidiary incorporation Details of acquisition/establishment

On 22 October 1996, pursuant to an internal
group transfer, Jb 5% i @ 58 TH2 46 23 7]
(Beijing Construction Engineering and
Decoration Corporation*) transferred its 60%
interest in Beijing Chang-de to Jt &% T.4E [
A PRFAE A A (B4 B A L 5t i AR B A0 w])
(Beijing Construction Engineering Group
Corporation*, formerly known as Beijing
Construction Engineering Group Main
Corporation*) (“BCEG”) at no consideration.
Such transfer of equity interest in Beijing
Chang-de was legally completed.

On 5 June 1997, Deson Development through
its wholly-owned subsidiary further increased
its equity participation in Beijing Chang-de to
60% by contributing an aggregate amount of
approximately RMB9.2 million (including the
capital contribution for the initial 40%
interest) to the paid-up capital of Beijing
Chang-de, which increase in paid-up capital
was legally completed and settled.

On 16 March 1998, Deson Development
through its wholly-owned subsidiary further
acquired 10% equity interest in Beijing
Chang-de from BCEG for the cash
consideration of US$195,000, which
acquisition was legally completed and settled.
Save for its interest in Beijing Chang-de,
BCEG is an Independent Third Party.
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Date and place of
Name of subsidiary incorporation Details of acquisition/establishment

On 5 October 1998, Deson Development
disposed 14.3% interest in Deson Construction
Engineering together with the corresponding
portion of shareholder’s loan due from Deson
Construction Engineering to Sudbury Profits
Limited at the consideration of HK$1,500,000.
As a result, Deson Development’s effective
interest in Beijing Chang-de was reduced from
70% to approximately 60%. Save for its
interest in Deson Construction Engineering,
Sudbury Profits Limited is an Independent
Third Party.

In December 2005, Beijing Chang-de
established Beijing Chang-de Architectural &
Decoration Co., Limited Hainan Branch*

(b mt Rk a5 TRE A IR Rl R A A,
a branch office in Hainan (“Hainan Chang-de
Branch Office”). Hainan Chang-de Branch
Office had not commenced operations since its
establishment and it did not participate in an
annual inspection after 2007 in the prescribed
time. Consequently, the relevant governmental
authority revoked its business licence. On 1
September 2014, an application was made for
dissolving the Hainan Chang-de Branch Office
with the relevant governmental authority and
such application was approved and the Hainan
Chang-de Branch Office was dissolved on 21
November 2014 (“Revocation and
Dissolution”). Hainan Chang-de Branch Office
is insignificant to our operations as it did not
contribute any revenue during the Track
Record Period and up to the Latest Practicable
Date. As at the Latest Practicable Date, we are
not aware of any claim being made against us
or any of our Directors as a result of the
Revocation and Dissolution.
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Date and place of
Name of subsidiary incorporation Details of acquisition/establishment

On 1 February 2010, Beijing Chang-de
established Beijing Chang-de Architectural &
Decoration Co., Limited Chengdu Branch* (Jt
AR A S A TR A BR A W AR > A FD), a
branch office in Chengdu (““Chengdu
Chong-de Branch Office””) with an operation
term of 10 years expiring on 18 March 2020.

Shanghai Deson 27 April 1993, the PRC Established by our Group with an Independent
Third Party in which we then held 51%
interest in Shanghai Deson.

On 30 December 1995, Shanghai Deson
increased its registered capital to US$700,000
and our Group contributed an additional sum
of US$204,000 in proportion to our equity
interest in Shanghai Deson.

On 30 September 1999, our Group acquired a
further 44% equity interest in Shanghai Deson
from the Independent Third Party at the cash
consideration of approximately US$308,000,
which such acquisition was legally completed
and settled.

On 18 February 2013, our Group acquired the
remaining 5% interest in Shanghai Deson from
an Independent Third Party at the cash
consideration of US$40,000, which such
acquisition was legally completed and settled.
Upon completion, Shanghai Deson is
wholly-owned by our Group.

Deson Engineering 15 August 2001, Hong  Deson Engineering was established as a
Kong wholly-owned subsidiary of our Group.
Deson Macau 24 August 2005, Macau Deson Macau was established as a

wholly-owned subsidiary of our Group.
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PRE-LISTING INVESTMENT

On 1 August 2014, Latest Ventures entered into a subscription agreement with Huge Energy
Holdings Limited (“HEHL”), an Independent Third Party, pursuant to which Latest Ventures agreed
to issue and allot to HEHL and HEHL agreed to subscribe for 99 fully-paid shares of Latest Ventures
representing approximately 9.9% of the issued share capital of Latest Ventures, for a total cash
consideration of HK$12,450,000, determined with reference to (i) the unaudited combined profits of
our Group for the year ended 31 March 2014; (ii) the major construction licences held by our Group;
and (iii) the future prospect of the construction industry in Hong Kong. Immediately after the
completion of the Reorganisation as described in the paragraph headed “Overview of the
Reorganisation” in this section but before completion of the [REDACTED], our Company is owned
as to 9.9% by HEHL and 90.1% by DDIHL (including those Shares held through Deson Development
Holdings), respectively.

Background of the investor

HEHL is a private limited company incorporated in the British Virgin Islands and is an
investment holding company. It is wholly-owned by Capital VC Limited (Main Board, stock code:
02324), an investment company incorporated in the Cayman Islands whose shares are listed on the
Main Board of the Stock Exchange. Capital VC Limited and its subsidiaries are principally engaged
in investment in listed and unlisted companies in Hong Kong and the PRC. Capital VC Limited’s
primary investment objective is to achieve earnings in the form of short to medium term (i.e. less than
five years), capital appreciation as well as income from interest and dividends by investing in listed
and unlisted companies mainly in Hong Kong and the PRC. It also invests in unlisted companies with
potential to seek a listing on the Stock Exchange or any overseas stock exchanges. To the best
knowledge, information and belief of our Directors, other than its investment in our Group, HEHL and

its ultimate shareholder, Capital VC Limited, are Independent Third Parties.

Capital VC Limited was introduced to our Group by an agent, who is an Independent Third Party
and mutually knew our Group and Capital VC Limited. Given that our Group was at the time of the
pre-Listing investment exploring the possibility of seeking listing on GEM, which met the investment
objective of Capital VC Limited, Capital VC Limited, through HEHL, agreed to participate in the
pre-Listing investment. As our Group contemplated the Listing by way of [REDACTED] and in order
to meet the public float requirement in Rule 11.23(7) of GEM Listing Rules to have at least 25% of
the issued share capital of our Company held by public shareholders, our Group considered the
pre-Listing investment as beneficial to our Group and our shareholder as our Group could also apply
the proceeds from the pre-Listing investment to towards the Reorganisation and listing expenses. Our
Group paid a sum of HK$249,000 as commission to the agent for introducing Capital VC Limited to

our Group in relation to the pre-Listing investment upon completion of the pre-Listing investment.
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Further details of the investment

Set out below is a summary of the details of the pre-Listing investment mentioned above:

Name of investor:

Date of subscription
agreement:

Number of shares:

Consideration:

Basis of determination of
consideration:

Consideration payment date:

Investment cost per share:

Use of proceeds:

Benefits to our Company:

Shareholding in our
Company immediately
after the completion of
the Reorganisation but
before completion of the
[REDACTED]:

Huge Energy Holdings Limited

1 August 2014

99 shares of US$1.00 each in the issued share capital of Latest
Ventures.

HK$12,450,000

With reference to (i) the unaudited combined profits of our
Group for the year ended 31 March 2014; (ii) the major
construction licences held by our Group; and (iii) the future
prospect of the construction industry in Hong Kong.

1 August 2014

Approximately HK$125,757.58 per share of US$1.00 each in
the share capital of Latest Ventures, which is translated into
approximately HK$0.36 per Share, as HEHL will be entitled
to [REDACTED] (or [REDACTED]% interest of our
Company) upon completion of the Reorganisation but before
completion of the [REDACTED].

This represents a [REDACTED] of approximately
[REDACTED]% from the [REDACTED] of
HK$[REDACTED] per Share, being the mid-point of the
[REDACTED] range.

This represents a [REDACTED] of approximately
[REDACTED]% from the unaudited pro forma adjusted
combined net tangible assets attributable to shareholders of
our Company per Share of approximately HK$[REDACTED]
(based on a [REDACTED] of HK$[REDACTED] per Share,
being the mid-point of the [REDACTED] range) assuming the
dividends and other activities of the Reorganisation were
taken into account.

Applied towards the Reorganisation and listing expenses of
our Company. As at the Latest Practicable Date, the proceeds

have been fully utilised.

Contribution of Reorganisation and listing expenses of our
Company.

[REDACTED]%.
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Special rights:

Lock-up:

Restrictions on transfer and
right of first refusal:

HEHL is not entitled to any special rights in our Company.

HEHL irrevocably and unconditionally undertook to Latest
Ventures, if requested by the Stock Exchange or the Sponsor,
it shall not sell the shares in Latest Ventures or the Shares in
our Company for such period after the Listing as required by
the Stock Exchange or the Sponsor.

As at the Latest Practicable Date, the Shares held by HEHL
would not be subject to any lock-up after Listing.

HEHL further irrevocably and unconditionally undertook to
Latest Ventures that, among others, at any time prior to the
Listing, unless otherwise agreed in writing by Deson
Development Holdings, HEHL shall not transfer the shares in
Latest Ventures or the Shares in our Company (or any interest
in such shares) to any third party unless the right of first
refusal is given to Deson Development Holdings, a direct
wholly-owned subsidiary of DDIHL.

If HEHL wishes to transfer any or all of the shares in Latest
Ventures (or the Shares in our Company) held by it to a third
party who is not a shareholder of Latest Ventures or our
Company (the “Transferee”), it must send a written notice
(the “Transfer Notice”) to Deson Development Holdings,
which notice shall include, among others: (i) full name and
address of the Transferee; (ii) the number of the shares in
Latest Ventures or the Shares in our Company to be
transferred (the “Offer Shares”); (iii) the amount of the
proposed consideration for the Offer Shares (the “Offer
Price”); (iv) a copy of any agreement or documentation
between HEHL and the Transferee relating to the Offer
Shares; and (v) the proposed effective date of the proposed
sale.

For a period of 28 days after the delivery of a Transfer Notice
(the “Offer Period”), Deson Development Holdings shall
have the right (but not the obligation) exercisable by Deson
Development Holdings through the delivery of an acceptance
notice, to purchase in aggregate all (and not part only) of the
Offer Shares at the Offer Price (the “Acceptance Notice”). An
Acceptance Notice shall be irrevocable and shall constitute a
binding agreement by Deson Development Holdings to
purchase the Offer Shares at the Offer Price. Such sale and
purchase of the Offer Shares shall be completed within 28
days of the Acceptance Notice.
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Public float:

If Deson Development Holdings does not deliver the
Acceptance Notice within the Offer Period, HEHL may
transfer all of the Offer Shares to the Transferee at the Offer
Price provided that: (i) such sale is a bona fide sale; (ii) the
price for the sale to the Transferee is at a price not less than
the Offer Price and the sale is otherwise on terms and
conditions no less favourable to Deson Development
Holdings than those set forth in the Transfer Notice; and (iii)
the transfer is made within 60 days after the expiry of the
Offer Period.

If such a transfer does not occur within the 60 days period
after the expiry of the Offer Period for any reason or if it is
proposed to change the terms of the proposed transfer from
those set out in the Transfer Notice, the restrictions provided
for above shall again become effective, and no transfer of the
Offer Shares may be made by HEHL without again complying
with the above paragraphs.

On 30 October 2014, pursuant to a letter of waiver, Deson
Development Holdings agreed to irrevocably and
unconditionally waive such right of first refusal under the
subscription agreement dated 1 August 2014. Deson
Development Holdings was not a party to the subscription
agreement and it has voluntarily waived such a right in such
a way that if a Transfer Notice is received, it undertakes that
it will not exercise its right to purchase the Offer Shares at the
Offer Price by delivering the Acceptance Notice. Thus, such
a waiver of rights by Deson Development Holdings
unilaterally does not constitute a new agreement between
Latest Ventures and HEHL to amend the terms of the
subscription agreement dated 1 August 2014.

The Shares held by HEHL are considered as part of the public
float as HEHL (i) is not a connected person of our Company;
(i) the acquisition of its interest in the Shares was not
financed directly or indirectly by any connected person of our
Company; and (iii) is not accustomed to take instructions
from a connected person in relation to the acquisition,
disposal, voting or other disposition of securities of our
Company registered in his name or otherwise held by it.

On the above basis, the Sponsor is not aware of any terms of the pre-Listing investment which

are not in compliance with Guidance Letter HKEx-GL43-12 and it is of the view that the pre-Listing

investment is in compliance with the “Interim Guidance on Pre-IPO Investments” issued by the Listing

Committee since the consideration under the pre-Listing investment was settled on 1 August 2014,

which was more than 28 clear days before the date of the first submission of the listing application

form to the Listing Division of the Stock Exchange in relation to the Listing.
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GROUP STRUCTURE PRIOR TO REORGANISATION

The corporate structure chart below illustrates the corporate and shareholding structure of our

Group as at 31 March 2014, immediately prior to the Reorganisation:

— TIJIA BOEN SIEN

‘ 100%

SPARTA ASSETS LIMITED
8.27% (BVI)

42.17%

DESON DEVELOPMENT INTERNATIONAL
HOLDINGS LIMITED
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(STOCK CODE: 00262)
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100% 100%

KENWORTH GROUP LIMITED

DESON DEVELOPMENT HOLDINGS LIMITED (BVD
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‘ 100%

KENWORTH ENGINEERING LIMITED
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BEIJING CHANG-DE ‘ 100%
ARCHITECTURAL & DECORATION
CO., LIMITED
JuEC R R TR A DESON ENGINEERING
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Notes:

O Remaining DDIHL Group
D Our Group

1. 20,000,000 Class B non-voting deferred shares in Deson Development were held by Mr. Tjia, a Controlling Shareholder

and non-executive Director of our Company.

2. The other shareholder of Deson Construction Engineering as at 31 March 2014 was Sudbury Profits Limited. Save for

its interest in Deson Construction Engineering, Sudbury Profits Limited is an Independent Third Party.

3. The other capital contributor of Beijing Chang-de as at 31 March 2014 was BCEG. Save for its interest in Beijing
Chang-de, BCEG is an Independent Third Party.
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OVERVIEW OF THE REORGANISATION

In preparation for the Spin-off and the Listing, DDIHL implemented the Reorganisation to
establish our Company and the ownership structure of our Group. The Reorganisation was

implemented in the manner described below.

Stage 1: Transfer of entities that are not engaged in the Construction and Engineering
Contracting Business or are dormant out of our Group to the Remaining DDIHL Group. In particular,
to focus on our Group’s core business and to eliminate potential future continuing connected
transactions between our Group and the Remaining DDIHL Group, our Group transferred to the
Remaining DDIHL Group the entire interest in the trading business of various granite and marble
products, stone slabs and products for the construction market in the PRC conducted through
3 50 (R N A M A B2 (Building Asia (Fuzhou) Granite & Marble Co., Ltd.*). Please refer to
paragraph (2) of Stage 1 of the Reorganisation below. Among other major customers of
a8 (4 N £ M A BR 2 Fl (Building Asia (Fuzhou) Granite & Marble Co., Ltd.*) include certain
members of the Remaining DDIHL Group, which are principally engaged in property development and
investment mainly in the PRC and purchase various granite and marble products, stone slabs and
products from A2 (M) # A FR/A F] (Building Asia (Fuzhou) Granite & Marble Co., Ltd.*) from
time to time. Therefore, DDIHL, a Controlling Shareholder of our Company, considered it is more
appropriate for 58 (#5 M) f1 # A FR/A F (Building Asia (Fuzhou) Granite & Marble Co., Ltd.*) and
its holding companies to remain in the Remaining DDIHL Group after the Reorganisation. Stage 1 of

the Reorganisation comprises the following steps:

(1) On 7 October 2014, Deson Industries transferred to Deson Development Holdings one share
in Yan Man Developments Limited and indirectly, its subsidiaries, Rapid Advice Limited
and Deson Enterprise Holdings Limited. The consideration for this transfer of HK$7.73,
being an amount equal to the par value of the share being transferred, was settled on the
basis of a debt of an amount of HK$7.73 being left outstanding and owing to Deson

Industries by Deson Development Holdings.

(2) On 7 October 2014, Deson Industries transferred to Deson Development Holdings 50,000
shares in Top Brand International Limited and indirectly, its subsidiaries, Building Asia
Granite & Marble Limited and £ 50(## M)A # A B2 7] (Building Asia (Fuzhou) Granite
& Marble Co., Ltd.*). The agreed consideration for this transfer of HK$343,560 was settled
on the basis of a debt of an amount of HK$343,560 being left outstanding and owing to

Deson Industries by Deson Development Holdings.

(3) On 9 October 2014, Deson Development transferred to Yan Man Developments Limited one
share in Deson Building Construction Limited and indirectly, its associated companies. The
consideration for this transfer of HK$7.73, being an amount equal to the par value of the
share being transferred, was settled on the basis of a debt of an amount of HK$7.73 being

left outstanding and owing to Deson Development by Yan Man Developments Limited.
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On 9 October 2014, Deson Development transferred to Yan Man Developments Limited one
share in Deson Technology Holdings Limited and indirectly, its subsidiaries. The
consideration for this transfer of HK$7.73, being an amount equal to the par value of the
share being transferred, was settled on the basis of a debt of an amount of HK$7.73 being

left outstanding and owing to Deson Development by Yan Man Developments Limited.

On 9 October 2014, Kenworth Group transferred to Yan Man Developments Limited one
share in New Perfect Limited and indirectly, its subsidiary, Treasure Field Investment
Limited. The consideration for this transfer of HK$7.80, being an amount equal to the par
value of the share being transferred, was settled on the basis of a debt of an amount of
HK$7.80 being left outstanding and owing to Kenworth Group by Yan Man Developments
Limited.

On 9 October 2014, Kenworth Group transferred to Yan Man Developments Limited one
share in Gosford Technology Limited and indirectly, its subsidiary, Synergy Asia Limited.
The consideration for this transfer of HK$7.80, being an amount equal to the par value of
the share being transferred, was settled on the basis of a debt of an amount of HK$7.80
being left outstanding and owing to Kenworth Group by Yan Man Developments Limited.

On 9 October 2014, Kenworth Group transferred to Yan Man Developments Limited one
share in Intellimission Limited and indirectly, its subsidiary, Kingsly Corporation Limited.
The consideration for this transfer of HK$7.80, being an amount equal to the par value of
the share being transferred, was settled on the basis of a debt of an amount of HK$7.80
being left outstanding and owing to Kenworth Group by Yan Man Developments Limited.

On 9 October 2014, Kenworth Group transferred to Yan Man Developments Limited one
share in Heraldic Fortune Limited and indirectly, its subsidiary, KEL Employment Services
Limited. The consideration for this transfer of HK$7.80, being an amount equal to the par
value of the share being transferred, was settled on the basis of a debt of an amount of
HK$7.80 being left outstanding and owing to Kenworth Group by Yan Man Developments
Limited.

On 9 October 2014, Deson Industries transferred to Yan Man Developments Limited two
shares in Deson Building Materials Limited and indirectly, its associated company, Deson
Metals Company Limited. The agreed consideration for this transfer of HK$77,100, was
settled on the basis of a debt of an amount of HK$77,100 being left outstanding and owing
to Deson Industries by Yan Man Developments Limited.

On 9 October 2014, Deson Industries transferred to Yan Man Developments Limited one
share in Advancost Assets Limited and indirectly, its subsidiary, Many Light Development
Limited. The consideration for this transfer of HK$7.80, being an amount equal to the par
value of the share being transferred, was settled on the basis of a debt of an amount of
HK$7.80 being left outstanding and owing to Deson Industries by Yan Man Developments
Limited.
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(11)

(12)

On 21 November 2014, Deson Development completed the transfer of all its legal and
beneficial title in the Nanyang Plaza Property to Grand On Enterprise Limited, a member
of the Remaining DDIHL Group. The consideration for this transfer of HK$131.4 million,
being an amount equal to the carrying value of these properties, was settled on the basis of
a debt of an amount of HK$131.4 million being left outstanding and owing to Deson
Development by Grand On Enterprise Limited.

On 4 December 2014, Deson Development declared and paid a dividend of HK$200 million
to Deson Development Holdings, to be settled on the basis of a debt of an amount of
approximately HK$200 million being left outstanding and owing to Deson Development
Holdings by Deson Development.

Stage 2: Transfer of the following entities which are engaged in the Construction and

Engineering Contracting Business to our Group such that only our Group (and not the Remaining

DDIHL Group) will hold the Construction and Engineering Contracting Business. Stage 2 of the

Reorganisation comprises the following steps:

(D

(2)

(3)

The following companies were incorporated as holding companies of our Group:

(a) our Company was incorporated in the Cayman Islands on 18 July 2014 and became a
wholly-owned subsidiary of Deson Development Holdings on the same date;

(b) Latest Ventures was incorporated in the BVI on 18 June 2014 to act as the new
intermediate holding company of our Group. On 8 July 2014, one ordinary share of par
value US$1.00 in Latest Ventures was issued and allotted to Deson Development
Holdings; and

(c) Colton Ventures was incorporated in the BVI on 19 June 2014 as a wholly-owned
subsidiary of Latest Ventures to act as the new immediate holding company of Deson
Development and its subsidiaries. On 8 July 2014, one share of US$1.00 in Colton
Ventures was issued and allotted to Latest Ventures.

On 29 July 2014, Latest Ventures issued and allotted 900 ordinary shares of par value
US$1.00 each in Latest Ventures to Deson Development Holdings in consideration of
US$900 paid by Deson Development Holdings. On 1 August 2014, Latest Ventures issued
and allotted 99 ordinary shares of par value US$1.00 each in Latest Ventures to HEHL in
consideration of HK$12,450,000 pursuant to the subscription agreement dated 1 August
2014 entered into between Latest Ventures and HEHL. Upon completion of the subscription
agreement, Latest Ventures is owned as to 90.1% by Deson Development Holdings and
9.9% by HEHL.

On 19 August 2014, Mr. Tjia transferred 1 share of nominal value of MOP1,000
representing 3.33% interest in Deson Macau, which he held on trust for Grace Profit, to
Colton Ventures at the cash consideration of MOP 1,000. On 7 October 2014, Deson
Development Holdings transferred to Latest Ventures one share in Grace Profit and
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indirectly its subsidiary, Deson Macau. The consideration for this transfer of HK$7.73,
being an amount equal to the par value of the share being transferred, was settled on the
basis of a debt of an amount of HK$7.73 being left outstanding and owing to Deson
Development Holdings by Latest Ventures.

On 16 October 2014, DDIHL transferred to Latest Ventures three shares in Kenworth Group
and indirectly its wholly-owned subsidiary, Kenworth Engineering. The agreed
consideration for this transfer of HK$1 was settled on the basis of a debt of an amount of
HKS$1 being left outstanding and owing to DDIHL by Latest Ventures.

On 22 October 2014, Mr. Tjia transferred to Deson Development Holdings 20,000,000
Class B non-voting deferred shares in Deson Development at nil consideration.

On 16 December 2014, Deson Development Holdings and HEHL transferred to our
Company 1,000 ordinary shares in Latest Ventures and indirectly its wholly-owned
subsidiaries (being Colton Ventures, Grace Profit and Kenworth Group). The agreed
consideration for this transfer of HK$17,499,999.90 was settled on the basis of a debt of
an amount of HK$17,499,999.90 being left outstanding and owing to Deson Development
Holdings and HEHL by our Company.

On 16 December 2014, Deson Development Holdings transferred to Latest Ventures one
ordinary share in Deson Industries and indirectly its subsidiaries (being Shanghai Deson,
Foregrand Holdings and Deson Engineering). The consideration for this transfer of
HK$7.80, being an amount equal to the par value of the share being transferred, was settled
on the basis of a debt of an amount of HK$7.80 being left outstanding and owing to Deson
Development Holdings by Latest Ventures.

On 16 December 2014, Deson Development Holdings transferred to Colton Ventures
20,000,100 Class A voting shares in Deson Development (including 1 Class A voting share
held on trust by Mr. Tjia for Deson Development Holdings was transferred to Latest
Ventures and held on trust for Colton Ventures) and 20,000,000 Class B non-voting deferred
shares in Deson Development and indirectly its subsidiaries (being Deson Construction
Engineering and Beijing Chang-de). The consideration for this transfer of HK$40,000,100,
being an amount equal to the investment cost of Deson Development, was settled on the
basis of a debt of an amount of HK$40,000,100 being left outstanding and owing to Deson
Development Holdings by Colton Ventures.

As between our Group and the Remaining DDIHL Group, all the inter-company balances
(including but not limited to the balances arising out of the Reorganisation steps above)
were transferred, assigned and set-off by way of assignment and novation such that a single
net balance was owed by Deson Development Holdings to our Company.

On 16 December 2014, our Company issued 315,349,998 new Shares of par value HK$0.05
each to Deson Development Holdings to capitalise the amount of HK$15,767,499.90 due to
Deson Development Holdings for transferring the shares in Latest Ventures.
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(11)

(12)

(13)

On 16 December 2014, our Company issued [REDACTED] new Shares of par value
HK$0.05 each to HEHL to capitalise the amount of HK$1,732,500 due to HEHL for
transferring the shares in Latest Ventures.

On 16 December 2014, certain members of our Group (including Deson Development and
Deson Industries) declared and paid dividends to Latest Ventures in order for Latest
Ventures to declare dividend and pay dividend to our Company.

Immediately before Listing, our Company declared a special dividend of HK$35 million to
Deson Development Holdings, and Deson Development Holdings used the amount received
from the dividend to pay for and set off against part of the net amount due by Deson
Development Holdings to our Company. HEHL waived the receipt of such dividend
pursuant to the terms of the subscription agreement dated 1 August 2014 which it agreed
that it was not entitled to dividend arising from Reorganisation. All the remaining
outstanding inter-company balance due from Deson Development Holdings to our Company
in the aggregate amount of approximately HK$33.8 million was then settled in cash.

Following completion of Stage 2 of the Reorganisation, the Remaining DDIHL Group ceased to
hold any material interest in companies engaged in the Construction and Engineering Contracting
Business and our Company holds only the Construction and Engineering Contracting Business. The
remaining businesses (other than the Construction and Engineering Contracting Business) of the
Remaining DDIHL Group are continue to be held by DDIHL and/or its wholly-owned subsidiaries and
will be held separately from (and outside of) our Group under Deson Development Holdings.

Stage 3: The Distribution:

(D

(2)

On 16 December 2014, Deson Development Holdings declared and paid a dividend by
distributing and transferring [REDACTED] Shares of par value HK$0.05 each of our
Company (representing approximately [REDACTED]% of the issued share capital of our
Company as enlarged by the [REDACTED]) to DDIHL.

Shortly before the Listing and completion of the [REDACTED], DDIHL will declare and
pay an interim dividend by distributing and transferring [REDACTED] Shares of par value
of HK$0.05 each of our Company (representing approximately [REDACTED]% of the
issued share capital of our Company as enlarged by the [REDACTED]) to all DDIHL
Qualifying Shareholders on the Distribution Record Date by implementing the Distribution
on the basis of [REDACTED] Share for every [REDACTED] DDIHL Shares so that upon
completion of the Distribution and the [REDACTED], our Company is directly beneficially
owned as to approximately [REDACTED]% by Deson Development Holdings (which is a
wholly-owned subsidiary of DDIHL); approximately [REDACTED]% by Sparta Assets
Limited (which is wholly-owned by Mr. Tjia), approximately [REDACTED]% by Mr. Tjia
and [REDACTED]% by the public shareholders of DDIHL (including [REDACTED]% by
HEHL) respectively. In particular, Mr. Tjia directly held [REDACTED]% interest in our
Company and is deemed interested in (i) [REDACTED]% interest in our Company
beneficially owned directly by Sparta Assets Limited (which is wholly-owned by Mr. Tjia);
and (ii) [REDACTED]% interest in our Company which are held through DDIHL (via its
wholly-owned subsidiary, Deson Development Holdings) and which Sparta Assets Limited
is deemed interested in (by virtue of Sparta Assets directly and beneficially owned
[REDACTED]% of the issued share capital in DDIHL).

Our Directors consider that except for the Distribution the Reorganisation has been properly and
legally completed and settled, and have confirmed that the Reorganisation complies with applicable
laws and regulations.
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GROUP STRUCTURE FOLLOWING THE REORGANISATION BUT PRIOR TO THE
DISTRIBUTION AND COMPLETION OF THE [REDACTED]

The following chart shows our corporate and shareholding structure upon completion of the
Reorganisation but immediately before the Distribution and completion of the [REDACTED]:
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31.61%

DESON DEVELOPMENT )
b SR B2 ) [DINGS LIMITE]
BV B HBRAT RS 7]
BVI)
58.49% 9.90%
DESON CONSTRUCTION
INTERNATIONAL HOLDINGS
LIMITED
3 0 R A A L )
(CAYMAN ISLANDS)
100%
LATEST VENTURES LIMITED
(BVI)
’100% ‘ 100% I 100% ‘ 100%
DESON INDUSTRIES COLTON GRACE PROFIT
LIMITED VENTURES INVESTMENTS GRKOEIE'PWS[‘;AT#ED
BB ECRATR A ) LIMITED LIMITED
(BVD) (BVID) (BVI) (BYVD
100% ’—‘ | 96.67%
100% 100% 333% ’
DESON DESON (MACAU) 0.00%
- SHANGHAI DESON DEVELOPMENT CONSTRUCTION 100% .00%
e DECORATION LIMITED  LIMITED
INaS INC. ENGINEERING CO. LTD.* WERRATRLA QPR EARA T ENWORTH
X A
L R AT A W) (HK) (MACAU) ENGINEERING
(PRO) LIMITED
‘ 85.7% B LRI A
100% (HK)
DESON ENGINEERING DESON CONSTRUCTION
LIMITED ENGINEERING LIMITED
LT RATRVA ] o B S TR R )
(HK) (BV])
(Note 1)
0%
BEIING CHANG-DE
ARCHITECTURAL &
DECORATION CO., LIMITED|
B R A S T
Notes: 1A
otes: (PRC)
(Note 2)
O Remaining DDIHL Group
l:l Companies newly incorporated after 1 April 2014
1. The other shareholder of Deson Construction Engineering was Sudbury Profits Limited. Save for its interest in Deson

Construction Engineering, Sudbury Profits Limited is an Independent Third Party.

2. The other capital contributor of Beijing Chang-de was BCEG. Save for its interest in Beijing Chang-de, BCEG is an
Independent Third Party.
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GROUP STRUCTURE FOLLOWING COMPLETION OF THE REORGANISATION, THE
DISTRIBUTION AND THE [REDACTED]
The following chart shows our corporate and shareholding structure immediately following the

Reorganisation, the Distribution and completion of the [REDACTED]:

TIIA BOEN SIEN

8.27%
100%

42.17%
SPARTA ASSETS LIMITED
(BVI)
DESON DEVELOPMENT
INTERNATIONAL HOLDINGS LIMITED CAPITAL VC LIMITED
i R B A A 24 ) BT
(STOCK CODE: 00262) (STOCK CODE: 02324) CHEN HUOFA
(BERMUDA) (CAYMAN ISLANDS)
‘ 100% 100
DESON DEVELOPMENT HUGE ENERGY OTHER PUBLIC GRANDA
HOLDINGS LIMITED HOLDINGS LIMITED . RS OVERSEAS KEUNG KWOK LEE THO SIEM KWOK KOON
» SHAREHOLDERS HOLDING 3 KW
il BRI AT A R PEBAT A ’ CHEUNG KEUNG
BV BVI) CO. LTD.
[REDACTED]% [REDACTED]% [REDACTED]% [REDACTED]%* [REDACTED]%" ‘ [REDACTED]%" [REDACTED]% [REDACTED]% [REDACTED]%

DESON CONSTRUCTION
INTERNATIONAL HOLDINGS
LIMITED

il i g R A A 2 )
(CAYMAN ISLANDS)
| 100%
LATEST VENTURES LIMITED
(BVI)
(Note 3(a))
IIOU% ‘ 100% { 100% 100%
DESON INDUSTRIES COLTON GRACE PROFIT W
KENWORTH
LIMITED VENTURES INVESTMENTS GROUP LIMITED
s ECRATIR A 7 LIMITED LIMITED (BVI)
BVI) (BVI) BVI) Note 3()
(Note 3() (Note 3(b)) (Note 3(7) ot
100% v %6.67%
100% 100% 333%
DESON DESON (MACAU)
DEVELOPMENT CONSTRUCTION % o
SHANGHAI DESON 100% | 0.00%
HF(;"E‘;E’;TEC DECORATION LIMITED LIMITED
NGINEERING (O LTD.* AR ATRLA O ) S AT S ) |
BVI) ENGINEERING CO., LTD. W
Note 30e LA R AR (HK) (MACAU) KENWORTH
(Note 3(&) (PRC) (Note 3(c)) (Note 3(k)) ENGINEERING
: LIMITED
Note 3 A
(Note 3(0) [[ss7 Bk TRATRUA o
100% (HK)
. (Note 3(m))
N o~ S DESON CONSTRUCTION
DESONENGINUERING ENGINEERING LIMITED
T RATR A il A T RAT A )
(HK) BVD
(Note 3(1)) (Notes 1, 3(d))
Notes: 0%
O Remaining DDIHL Group BEIING CHANG-DE
ARCHITECTURAL &
DECORATION CO., LIMITED
[ ] owom MR
Fima
(PRC)
(Notes 2, 3(e)

#  Public float: [REDACTED]%

The other shareholder of Deson Construction Engineering was Sudbury Profits Limited. Save for its interest in Deson

1.
Construction Engineering, Sudbury Profits Limited is an Independent Third Party.

The other capital contributor of Beijing Chang-de was BCEG. Save for its interest in Beijing Chang-de, BCEG is an

Independent Third Party.
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3. The following table summarises the brief details of each of our Group companies following the Spin-off and the Listing:

(b)
(c)

(d)

(e)
(f)
(2)
(h)

)
)
(k)

M
(m)

Name of Group
companies

Latest Ventures
Colton Ventures

Deson Development

Deson Construction
Engineering
Beijing Chang-de
Deson Industries
Foregrand Holdings

Deson Engineering

Shanghai Deson
Grace Profit

Deson Macau

Kenworth Group

Kenworth Engineering

Date of incorporation/
Date of establishment

18 June 2014
19 June 2014
1 March 1988

8 June 1993

19 March 1990
14 June 1993

18 February 1993
15 August 2001

27 April 1993
10 March 1999
24 August 2005

3 December 1996
30 June 1922

Place of
incorporation/
Place of
establishment

BVI
BVI
Hong Kong

BVI

The PRC
BVI

BVI

Hong Kong

The PRC
BVI

Macau

BVI
Hong Kong
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Principal activities

Investment holding

Investment holding

Construction contracting

and investment holding

Investment holding

Decoration engineering
Investment holding
Investment holding
Fitting out and minor
work contracting
Decoration engineering
Investment holding
Non-residential
fitting-out works
Investment holding
Provision of electrical
and mechanical

engineering services

Percentage of
effective equity
interest
attributable to
our Company

100%
100%
100%

85.7%

60%

100%
100%
100%

100%
100%
100%

100%
100%
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OVERVIEW

We are principally engaged as a contractor in the building industry operating in Hong Kong and
the PRC. In the highly competitive building industry, we are ranked ninth among contractors in Hong
Kong providing building construction works, electrical and mechanical engineering works and
fitting-out works in terms of revenue and have approximately 0.6% of the market share in terms of the
total industry revenue for the 12 months ended 31 December 2013 according to the Industry Report.
We serve our clients through our main office in Hong Kong and the PRC offices in Beijing and
Shanghai. We may also provide limited ad-hoc services to our customers in other geographic markets
from time to time where feasible. In 2013, we were engaged to provide certain services in a project
in Macau for our customer but revenue from Macau only represented approximately 2.7% of our total

revenue for the year ended 31 March 2014.

As a contractor, we provide one-stop comprehensive services with the following three major
types of services: (a) building construction works; (b) electrical and mechanical engineering works;
and (c) alterations, addition, renovation, refurbishment and fitting-out works. For details concerning
our services, please refer to the paragraph headed “Our business and operations — Scope of services”
of this section. For the year ended 31 March 2014, our total revenue was contributed as to
approximately 28.5% by our building construction works, approximately 32.8% by our electrical and
mechanical engineering works and approximately 38.7% by our fitting-out works. As projects in the
building industry may require different expertise for the various works involved, we believe that the
provision of comprehensive services is one of our competitive strengths and being a one-stop service

provider makes us attractive to our customers.

During the Track Record Period, we derived most of our revenue from serving as a main
contractor for projects. For the year ended 31 March 2014, we derived approximately 74.5% of our

revenue serving as a main contractor for projects.

We have extensive experience and established connections through our over 20 years in the
building industry. Over the years, we have served as a contractor in a number of notable construction
projects in Hong Kong including construction of luxury houses at 10 Pollock’s Path of the Peak,
construction of a sewage treatment plant in Ngong Ping, New Territory, re-development of part of a
theme park in Hong Kong Island and various educational establishments. During the Track Record
Period, we mainly served customers from the private sector but we also have customers from the
public sector in Hong Kong and some of them are our major customers including one department of
the HK Government, which responsible for electrical and mechanical services and another department
of the HK Government responsible for architectural services. For the year ended 31 March 2014, our
total revenue was contributed as to approximately 83.5% by customers from the private sector and
approximately 16.5% by our customers from the public sector.

For the year ended 31 March 2014, we completed (based on the project reaching practical
completion) 168 contracts with an aggregate contract sum of approximately HK$616 million (without

taking into account any amounts from variation orders). As at the Latest Practicable Date, we
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had 43 on-going contracts with an aggregate contract sum of approximately HK$821 million of which
approximately HK$515 million is expected to be recognised as our revenue after the Track Record
Period. For further details concerning our projects, please refer to the paragraph headed “Our business
and operations — Contracts overview” of this section.

Due primarily to the cost effectiveness of using sub-contractors instead of maintaining a greater
number of full-time staff, we rely on sub-contractors in completing the works for projects. For the year
ended 31 March 2014, sub-contracting fees paid by us amounted to approximately HK$694.7 million
representing approximately 89.3% of our total cost of sales over the same period. For further details
concerning our sub-contracting arrangements, please refer to the paragraph headed “Suppliers and
sub-contractors” of this section. To ensure our quality of service, we maintain a list of approved
suppliers and sub-contractors to choose our sub-contractors from and as at the Latest Practicable Date
there were over 400 sub-contractors on this list. Additionally, our sub-contractors and their employees
are overseen by our project management team and governed by our quality management and workplace
safety management systems as detailed in the paragraphs headed “Workplace safety” and “Quality
management system” of this section.

COMPETITIVE STRENGTHS

We believe the following competitive strengths contribute to our continued success and potential
for growth:

Established operating history and track record in the building industry

Since the establishment of our Group in 1988, we believe that our customers recognise us for our
work quality and business efficiency. In our history, we received the highest recognitions for building
and construction work in Shanghai, the PRC when we were awarded the Bai Yu Lan Prize* (H T %)
in February 1993 by the Shanghai Construction Industry Association® (i @5 EW 5 @) and
Shanghai Construction Quality Supervision Centre (|1 ## 3% TF2 5 & B & %) and the Lu Ban Prize*
(431 48) in December 1994 by China Construction Industry Association® (H [ & 5 Wi & &) for the
quality of our construction work for the Shartex Plaza project. Though our customers are generally
from the private sector, we also serve customers from the public sector in Hong Kong due to our
numerous qualifications, which includes as at the Latest Practicable Date:

° Deson Development being one of 58 companies on the List of Approved Contractors for
Public Works - Building Category (Group C) (Confirmed) with the WBDB;

° Deson Development being one of five companies on the List of Approved Suppliers of
Materials and Specialist Contractors for Public Works in the category of Turn-key Interior
Design and Fitting-out Works (Group II) with the WBDB; and

° Kenworth Engineering is on the List of Approved Suppliers of Materials and Specialist
Contractors for Public Works in various different categories including but not limited to
air-conditioning installation (Group II), fire services installation (Group II), Electrical
Installation (Group III) with the WBDB.
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During the Track Record Period, our major customers included two departments of the HK
Government and the length of our business relationship with them based on our first engagement was
approximately nine years and approximately 15 years. For further details, please refer to the paragraph
headed “Major licences, permits and qualifications” of this section. Our Directors believe that given
our experience and expertise and strong track record of over 20 years of completing projects with
quality work and in a cost effect manner will continue to help us attract customers and provide us with

future opportunities.

Leadership under a stable and experienced management team

We are led by an experienced and stable management team. All of our executive Directors have
been with us for over 14 years and have extensive experience working in the building industry in Hong
Kong and the PRC, while most of our senior management have been with us for over 17 years and have

extensive experience working in the building industry in Hong Kong and the PRC.

Owing to this experience, our Directors and senior management possess substantial experience,
industry insight and project management experiences to facilitate the creation of competitive tenders
in a timely manner. This has allowed us to secure numerous tenders over the years as well as provide
us with accurate cost estimations during the tendering process and thereby reduce situations of cost
overrun. Being familiar with the regulatory framework in Hong Kong and the PRC, our Directors and
senior management also help to guide the performance of our projects and set out the principles to
ensure compliance with the requirements set out in the relevant laws and regulations. For the
experience and qualifications of our Directors and senior management, please refer to the section

headed ‘‘Directors, senior management and staff” of this document.

One-stop comprehensive building construction contracting services

In addition to our extensive experience in the building industry, our expertise in different types
of works required for a project and possession of a wide variety of qualifications and licences enable
us to provide a comprehensive package of building construction contracting services involving one or
a combination of our three major services (being building construction works, electrical and
mechanical engineering works and alterations, addition, renovation, refurbishment and fitting-out

works) as required.

As projects in the building industry may require different expertise for the various works
involved and customers increasingly seek contractors with comprehensive services in Hong Kong
(particularly property developers who may award a contract involving works in relation to a whole
building complex as a single contract according to the Industry Report), we believe that the provision
of comprehensive services is one of our competitive strengths and will allow us to grasp many future

opportunities.
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Strong and established business relationship with our sub-contractors

We have strong business relationships with our major sub-contractors ranging from three years
to 12 years. We maintain a list of approved suppliers and sub-contractors and engage these entities in
our projects thereby developing a close relationship with these sub-contractors. We believe a strong
relationship with experienced and qualified sub-contractors is a strength and edge in maintaining our
service quality. Our Directors believe that we can leverage on our existing relationship with
sub-contractors to further develop new business opportunities while controlling our costs through
favourable terms.

Established and stringent safety and quality management systems

We understand the importance of safety and quality controls as it may affect our reputation and
our attractiveness to customers, suppliers and staff. In particular some of our customers use workplace
safety compliance as one of their assessment criteria for their services providers. Thus, a good
compliance track record and management system would increase our chance in obtaining contracts
from those customers. Accordingly, we have established and implemented effective management
systems to oversee safety and quality in our business operations particularly in Hong Kong where most
of our operations and revenue are located. We established a quality management system on or before
1997 and established a safety management system in 2001 for our Hong Kong projects as detailed in
the paragraphs headed “Workplace safety” and “Quality management system” of this section. We have
been accredited with ISO 9001: 2008 (quality management) and we were first certified in 1997 as
being compliant with the requirements of an earlier version of our current ISO 9001 certification.

Effective tendering process and cost control management

We developed an effective and systematic tender review process during our many years in this
industry. Our process involves multiple stages to ensure an accurate estimation of the potential costs
of the projects and assessment of the requirements involved, effective allocation of our and third party
resources, quoting of an attractive fee to our customers while maintaining an acceptable profit margin
and effective implementation of the project plan.

CORPORATE STRATEGIES

Our business objectives are to achieve sustainable growth in our current business and to create
long-term shareholder’s value by mainly focusing on the Hong Kong and the PRC markets in the near
term. We intend to achieve this by implementing the following corporate strategies:

Strengthen our position in the Hong Kong market and our capital base to support more capital
intensive projects

In the 2014 Policy Address, the HK Government promised to increase housing supply to 470,000
units over the next 10 years, of which 60% should be public housing. By yearly estimates, the target
is to provide an average of 20,000 public rental housing units and 8,000 subsidised Home Ownership
Scheme flats annually. The HK Government estimates that private developers, on average, will
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produce about 13,600 residential flats each year in the next five years. Furthermore, the HK
Government will continue to pursue the North East New Territories New Development Areas, as well
as the Hung Shui Kiu New Development Areas and the Tung Chung New Town Extension project, to
build more residential units. It will also review deserted agricultural land in North District and Yuen
Long to study their availability for housing development as early as 2020.

In view of the increasing spending by the HK Government on public works projects and the
current growth prospects for private development projects mainly due to the HK Government’s
intention to stabilise the local property market by increasing the supply of both the private residential
flats and public rental housing flats, our Directors believe that the value of construction work output
in Hong Kong will continue to rise and the opportunities available to us will grow steadily. Besides
opportunities in residential projects, in recent years, there is a popular trend for fashion and luxury
brands to set up flagship stores in central business districts in Hong Kong such as in Central,
Causeway Bay and Tsim Sha Tsui according to the Industry Report. As flagship stores tend to be
multi-level stores with extravagant external and interior design and also have a relatively larger floor
area compared to regular stores, this development boosted demands for fitting-out works.

With our proven track record, comprehensive services and numerous licences, permits and
qualifications (details of some of our material ones are set forth under the paragraph headed “Major
licences, permits and qualifications” of this section), we believe that we can grasp such opportunities
and take an active part in the building construction works or the incidental electrical and mechanical
engineering works and fitting-out works required for such projects. We intend to strengthen our
position in the HK market and diversifying our customer base particularly by attracting larger
corporate customers. For example, in May 2014, we became an approved vendor of The Link
Management Limited in Hong Kong. Additionally, we intend to strengthen our capital base to support
more capital intensive projects for such customers.

In connection with our aforesaid plan, we propose to utilise approximately HK$[REDACTED]
million (based on the [REDACTED] of HK$[REDACTED] per Share (being the mid-point of the
stated range of the [REDACTED])) for the operation of two existing projects (financing part of the
total estimated costs of the project particularly as payment of sub-contractors and materials suppliers).
If there is deficiency funding, such expenditure will be financed by our internal resources and
available banking facilities.

Further expand our business into the PRC

Our experience in the building industry in the PRC is long and established and our Directors
believe that we were among the first batch of the foreign contractors operating in the PRC to have
successfully obtained in September 1994, a Qualification Permit, following implementation of the
Provisional Measures for the Control of Quality of Foreign Enterprises Contracting for Construction
Works in the PRC (7 H B 45 1A 7 f, T A% A9 &1 B 4 36 B8 BB 17 JF1%%) governing the qualification of
foreign contractors operating in the PRC. Currently, we serve our PRC customers mainly through our
subsidiaries, Beijing Chang-de and Shanghai Deson in our Beijing and Shanghai offices respectively.
During the Track Record Period, our projects in the PRC include, among others, those located in
Chengdu, Hefei, Shanghai and Tianjin, the PRC. According to the Industry Report, urbanisation of the
PRC is expected to continue at a rapid pace, which we believe will continue to present opportunities
for property development in third- and fourth-tier cities in the PRC. In particular, as less-developed
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third- and fourth-tier cities in the PRC rapidly expand, we believe there will be sustained demand for
quality housing and other infrastructures in such cities. We believe that we will be able to selectively
expand into third- and fourth-tier cities in the PRC leveraging on our established expertise in building
construction and first mover’s advantage.

Continue to expand our scope of services in building construction works

In order to provide comprehensive services to our customers, we intend to expand our services
under the building construction works from time to time and apply for additional licences, permits or
qualifications which may be required. For example, to increase our scope of services for building
construction works to include site formation, we have applied to the Buildings Department in March
2014 to be registered as a Specialist Contractor (site formation works category) and we received a
letter dated 4 November 2014 from the Buildings Department approving, among others, the
registration of Deson Development as a Specialist Contractor (site formation works category).
However, as at the Latest Practicable Date, we have yet to receive the formal certificate of
registration. We believe our qualification in site formation will complement our other services.

OUR BUSINESS AND OPERATIONS

Scope of services

The following table sets out a breakdown of our total revenue during the Track Record Period
according to our three major types of services:

For the five months

For the year ended 31 March ended 31 August
2013 2014 2014

HK$’000 % HK$’000 % HK$’000 %

Building construction works 135,982 25.2 235,084 28.5 117,300 36.8
Electrical and mechanical

engineering works 160,544 29.7 270,691 32.8 65,102 20.5

Fitting-out works 243,700 45.1 319,604 38.7 135,777 42.7

Total 540,226 100.0 825,379 100.0 318,179 100.0

Building construction works

Generally, we serve as the main contractor in building construction works through our subsidiary,
Deson Development. Our main responsibilities consist of (i) overall building construction including
foundation works, addition and alteration works and project management; (ii) supply or procure the
supply of materials and where necessary, engagement of sub-contractors; (iii) ensure the works are in
accordance with the contract specification and customer’s requirements; and (iv) liaise with various
professional parties to ensure the project is on schedule. Given that building construction projects may
incidentally require electrical and mechanical engineering works and fitting-out works, our customers
may engage us for comprehensive services such that we perform not only building construction works
but also electrical and mechanical engineering works and fitting-out works.
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As at the Latest Practicable Date, Deson Development was on the List of Approved Contractors
for Public Works — Building Category (Group C) (Confirmed) with the WBDB and was approved as
a Registered General Building Contractor and a Specialist Contractor (foundation works category)

with the Buildings Department.

During the Track Record Period, we performed building construction works in Hong Kong only
and include construction of prestige villa projects and the revitalisation and redevelopment of an old

industrial building project.

With our experience and our existing customer base, we plan to further expand our building
construction services to include site formation works as mentioned in the paragraph headed
“Corporate strategies” of this section.

The following tables set out the major new, on-going and completed contracts (based on the
practical completion date) involving building construction works during the Track Record Period and

up to the Latest Practicable Date based on contract value:

Approximate
estimated

percentage of

all works
Approximate completed as
contract Approximate at Latest
value contract Practicable
Description of customer Description of project (Note 1) period Date (Note 2)
HKS$ million months %
New contracts for the year ended 31 March 2013
Customer F (Note 3) Serve as main contractor with works 68.9 14 100
including modification of reinforced
concrete structure, electrical and
mechanical engineering installation works
and renovation of external wall and
modification of internal layout in Hong
Kong
Property developer Serve as main contractor for demolition 0.7 4 100

and removal of existing residential house

in Hong Kong
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Approximate
contract
value

(Note 1)
HKS$ million

Description of customer Description of project

New contracts for the year ended 31 March 2014

Customer E (Note 3) Serve as main contractor involving 237.5
construction of detached houses with
works including provision of building
services installation in Hong Kong
New contracts for the period from 1 April 2014 to Latest Practicable Date
Nil
Approximate
contract
value
Description of customer Description of project (Note 1)

HKS$ million

On-going contracts for the year ended 31 March 2013

Customer C (Note 3) Serve as main contractor involving 163.8
sub-structure and superstructure works
including construction of foundation, main
building, electrical and mechanical
installation and fitting-out works in Hong
Kong
Customer E (Note 3) Serve as main contractor involving 96.9
sub-structure works including site
formation, pile foundation and pile cap
works in Hong Kong
Customer F (Note 3) Serve as main contractor with works 68.9
including modification of reinforced
concrete structure, electrical and
mechanical installation and modification of
internal layout in Hong Kong
Property developer Serve as main contractor for demolition 0.7
and removal of existing residential house

in Hong Kong
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Approximate
contract
period

months

16

Approximate
contract
period

months

26

41

14

Approximate
estimated
percentage of
all works
completed as
at Latest
Practicable
Date (Note 2)
%

43

Approximate
estimated
percentage of
all works
completed as
at Latest
Practicable
Date (Note 2)
%

100

100

100

100
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Approximate

contract

value

Description of customer Description of project (Note 1)
HK$ million

On-going contracts for the year ended 31 March 2014

Customer E (Note 3) Serve as main contractor involving 237.5
construction of detached houses with
works including provision of building
services installation in Hong Kong

Customer C (Note 3) Serve as main contractor involving 163.8
sub-structure and superstructure works
including construction of foundation, main
building, electrical and mechanical
installation and fitting-out works in Hong
Kong

Customer F (Note 3) Serve as main contractor with works 68.9
including modification of reinforced
concrete structure, electrical and
mechanical engineering installation works
and renovation of external wall and
modification of internal layout in Hong
Kong

On-going contracts for the period from 1 April 2014 to Latest Practicable Date
Customer E (Note 3) Serve as main contractor involving 237.5
construction of detached houses with
works including provision of building

services installation in Hong Kong

Approximate
estimated
percentage of

all works

completed as

Approximate at Latest

contract Practicable

period Date (Note 2)

months %

16 43

26 100

14 100

16 43
Approximate

contract value Approximate

Description
of customer Description of project

(Note 1) contract period

HK$ million months

Completed contracts (based on the practical completion date) for the year ended 31 March 2013

Property developer Serve as main contractor involving construction of
residential houses with works including provision of

building services installation in Hong Kong

Property developer Demolition and removal of existing residential houses
in Hong Kong
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Approximate
Description contract value Approximate
of customer Description of project (Note 1) contract period
HKS$ million months

Completed contracts (based on the practical completion date) for the year ended 31 March 2014

Customer E (Note 3) Serve as main contractor involving sub-structure works 96.9 41
including site formation, pile foundation and pile cap
works in Hong Kong

Completed contracts (based on the practical completion date) for the period from 1 April 2014 to Latest Practicable Date
Customer C (Note 3) Serve as main contractor involving sub-structure and 163.8 26
superstructure works including construction of
foundation, main building, electrical and mechanical
installation and fitting-out works in Hong Kong

Customer F (Note 3) Serve as main contractor with works including 68.9 14
modification of reinforced concrete structure, electrical
and mechanical engineering installation works and
renovation of external wall and modification of

internal layout in Hong Kong

Notes:

[@)) The contract value does not take into account any (i) variation orders issued by our customers; (ii) sums for
sub-contractors nominated by our customers; and (iii) any provisional sums being sums of work which may or may not

carried out at all but was in original contract scope of works.

(2)  The percentage of all works completed is estimated by our management based on their experience, relevant work
completion certificates issued by our customer or its agents and relevant progress reports.

(3)  This is one of our top five customers during the Track Record Period and for further details, please refer to the paragraph

headed “Customers — Customers” of this section.
Electrical and mechanical engineering works

We may serve as main contractor or sub-contractor for electrical and mechanical engineering
works through our subsidiary, Kenworth Engineering. Our main responsibilities involve the following
three major sub-types:

(i)  Electrical services

This type of services generally covers the design, supply, installation and maintenance of
power supply systems, lighting system and earthing systems. We also ensure that such systems
meet both client specifications and relevant safety standards. We also assist in the installation of
armoured cables, electrical wiring and trunking, supply and installation of switchboards, power
outlets, lighting systems and related electrical equipment and accessories.

(ii) Air-conditioning, heating and ventilation engineering services

This type of services generally covers the supply, installation and maintenance of
air-conditioning, heating, mechanical ventilation and exhaust air systems. We also provide
pipe-works, ductworks, air conditioning units, ventilation fans and associated accessories.
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(iii) Fire services

This type of services generally covers the supply, installation and maintenance of fire
prevention and fire-fighting systems like sprinklers, fire hydrants, hose reels, fire detectors and
alarms and gas extinguishing systems. We also ensure such systems meet relevant fire safety

standards.

As at the Latest Practicable Date, Kenworth Engineering was on the List of Approved Suppliers
of Materials and Specialist Contractors for Public Works with the HK Government in various different
categories including but not limited to Air-conditioning Installation (Group II), Fire Services
Installation (Group II), Electrical Installation (Group III) and was also approved as a Specialist
Contractor (ventilation works category) (for details, please refer to the paragraph headed “Major
licences, permits and qualifications” of this section).

During the Track Record Period, we performed electrical and mechanical engineering contracting
works in Hong Kong only and our projects include building services installation for a promenade in
Kwun Tong, Kowloon, Hong Kong as well as building services installation for the transformation of
an old police married quarters in Central, Hong Kong into a creative industrial landmark. A summary
of our contracts are set out the paragraph headed “Our business and operations — Contracts overview”
of this section.

The following tables set out the major new, on-going and completed contracts (based on the
practical completion date) involving electrical and mechanical engineering works during the Track

Record Period and up to the Latest Practicable Date based on contract value:

Approximate
estimated
percentage of

all works
Approximate completed as
contract Approximate at Latest
value contract Practicable
Description of customer Description of project (Note 1) period Date (Note 2)
HKS$ million months %
New contracts for the year ended 31 March 2013
Main contractor developing  Serve as sub-contractor for mechanical 89.3 27 95
the building for the ventilation and air-conditioning works for
university a university in Hong Kong
Main contractor developing  Serve as sub-contractor for building 49.0 13 100
the campus for the academy  services installation works for a new
campus for an academy in Hong Kong
Main contractor developing  Serve as sub-contractor for building 21.0 17 100

the promenade services installation works for construction

of a promenade in Hong Kong
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Description of customer

Main contractor developing
the open space into

recreational facilities

Main contractor developing
the runway park

Approximate
contract
value

(Note 1)
HKS$ million

Description of project

Serve as sub-contractor for building 12.5
services installation works for open space
to be developed into recreational facilities

in Hong Kong

Serve as sub-contractor for building 9.5
services installation works for a runway

park in Hong Kong

New contracts for the year ended 31 March 2014

Main contractor developing
two primary schools

Customer D (Note 3)

Customer D (Note 3)

Customer D (Note 3)

Main contractor developing

the public housing

Serve as sub-contractor for building 58.0
services installation works for two primary
schools Hong Kong

Serve as main contractor for maintenance, 53.7
repair, alterations to fire services
installations for certain buildings in Hong
Kong

Serve as main contractor for maintenance, 45.4
repair, alterations to fire services
installations for certain buildings in Hong
Kong

Serve as main contractor for maintenance, 17.8
repair, alterations to fire services
installations for certain parts of
government buildings and public sites in
Hong Kong

Serve as sub-contractor for mechanical 12.3
ventilation and air-conditioning works for

public housing in Hong Kong

New contracts for the period from 1 April 2014 to Latest Practicable Date

Customer D (Note 3)

Serve as main contractor for maintenance 30.9
of domestic appliances and electrical
installation for certain parts of government

buildings in Hong Kong
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period

months

16

20

36

36

36

32

36

Approximate
estimated
percentage of
all works
completed as
at Latest
Practicable
Date (Note 2)
%

100

100

42

25

17

5.5



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

BUSINESS

Description of customer

Main contractor developing

the public building

Customer D (Note 3)

Customer D (Note 3)

Customer D (Note 3)

Description of customer

Description of project

Serve as sub-contractor for mechanical
ventilation and air-conditioning works for
a building in Hong Kong where the
ministry of foreign affairs of a government
is located

Serve as main contractor for maintenance,
repair, alterations to fire services
installations for certain parts of
government buildings and public sites in

Hong Kong

Serve as main contractor for maintenance,
repair, alterations to fire services
installations for certain parts of
government buildings in Hong Kong

Serve as main contractor for the
replacement of automatic fire alarms
system of a certain block of a public
hospital in Hong Kong

Description of project

On-going contracts for the year ended 31 March 2013

Customer H (Note 3)

Main contractor developing
the campus for an academy

Serve as sub-contractor for the electrical
installation and maintenance contract for
certain governmental buildings and lands
in Hong Kong

Serve as sub-contractor for building

services installation works for a new

campus for an academy in Hong Kong
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Approximate
contract
value

(Note 1)
HKS$ million

27.4

25.4

19.8

1.5

Approximate
contract
value

(Note 1)
HKS$ million

69.5

49.0

Approximate
contract
period

months

20

36

36

Approximate
contract
period

months

30

13

Approximate
estimated
percentage of
all works
completed as
at Latest
Practicable
Date (Note 2)
%

5.5

33

Approximate
estimated
percentage of
all works
completed as
at Latest
Practicable
Date

%

99

100
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Description of customer

Main contractor for
transformation of an old

police married quarters

Main contractor developing
the private composite
building

Customer H (Note 3)

Description of project

Serve as sub-contractor for building
services installation for the transformation
of an old police married quarters in Hong

Kong into a creative industrial landmark

Serve as sub-contractor for mechanical
ventilation and air-conditioning works for

a composite building in Hong Kong

Serve as sub-contractor for the electrical
installation and maintenance contract for
certain governmental buildings and lands
in Hong Kong

On-going contracts for the year ended 31 March 2014

Main contractor developing
the building for the

university

Main contractor developing
two primary schools

Customer D (Note 3)

Customer D (Note 3)

Main contractor developing
the private composite
building

Serve as sub-contractor for mechanical
ventilation and air-conditioning works for

a university in Hong Kong

Serve as sub-contractor for building
services installation works for two primary

schools Hong Kong

Serve as main contractor for maintenance,
repair, alterations to fire services
installations for certain buildings in Hong
Kong

Serve as main contractor for maintenance,
repair, alterations to fire services
installations for certain buildings in Hong

Kong

Serve as sub-contractor for mechanical
ventilation and air-conditioning works for

a composite building in Hong Kong

Approximate
contract
value

(Note 1)
HKS$ million

39.2

24.3

15.9

89.3

58.0

53.7

45.4

24.3

On-going contracts for the period from 1 April 2014 to Latest Practicable Date

Main contractor developing
the building for the
university

Serve as sub-contractor for mechanical
ventilation and air-conditioning works for
a university in Hong Kong
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89.3

Approximate
contract
period

months

17

26

30

27

20

36

36

26

27

Approximate
estimated
percentage of
all works
completed as
at Latest
Practicable
Date

%

100

95

100

95

42

25

95

95
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Description of customer

Main contractor developing

two primary schools

Customer D (Note 3)

Customer D (Note 3)

Customer D (Note 3)

Description of customer

Approximate
contract Approximate
value contract
Description of project (Note 1) period
HK$ million months
Serve as sub-contractor for building 58.0 20
services installation works for two primary
schools in Hong Kong
Serve as main contractor for maintenance, 53.7 36
repair, alterations to fire services
installations for certain buildings in Hong
Kong
Serve as main contractor for maintenance, 45.4 36
repair, alterations to fire services
installations for certain buildings in Hong
Kong
Serve as main contractor for maintenance 30.9 36
of domestic appliances and electrical
installation for certain parts of government
buildings in Hong Kong
Approximate

contract value
(Note 1)
HKS$ million

Description of project

Completed contracts (based on the practical completion date) for the year ended 31 March 2013

Main contractor developing

the columbarium and garden

of remembrance

Main contractor developing
the student hall of the

university

Customer D (Note 3)

Customer D (Note 3)

Serve as sub-contractor for building services 14.4
installation works for construction of columbarium and

garden of remembrance Hong Kong

Serve as sub-contractor for mechanical ventilation and 8.0
air-conditioning works for a student hall of a

university in Hong Kong

Serve as main contractor for comprehensive 3.3
maintenance and repair to fire services installations for
sewage treatment facility in Hong Kong

Serve as main contractor for the supply and 2.8
installation of temporary lighting and power sockets

for certain polling and counting station for an election

in Hong Kong
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%

42

25

5.5

Approximate

contract period

months

23

22

12
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Approximate
contract value Approximate
Description of customer Description of project (Note 1) contract period
HK$ million months
Customer D (Note 3) Serve as main contractor for maintenance, repair, 1.9 6

alterations to fire services installations for certain parts
of government buildings and public sites in Hong
Kong

Completed contracts (based on the practical completion date) for the year ended 31 March 2014

Main contractor developing Serve as sub-contractor for building services 49.0 13
the campus for an academy installation works for a new campus for an academy in

Hong Kong
Main contractor for Serve as sub-contractor for building services 39.2 17
transformation of an old installation for the transformation of an old police
police married quarters married quarters into Hong Kong into a creative

industrial landmark

Customer H (Note 3) Serve as sub-contractor for the electrical installation 15.9 30
and maintenance contract for certain governmental

buildings and lands in Hong Kong

Main contractor developing Serve as sub-contractor for building services 12.5 16
the open space into installation works for open space to be developed into

recreational facilities recreational facilities in Hong Kong

Main contractor developing Serve as sub-contractor for building services 9.5 15
the runway park installation works for a runway park in Hong Kong

Completed contracts (based on the practical completion date) for the period from 1 April 2014 to Latest Practicable Date

Main contractor developing Serve as sub-contractor for building services 21.0 17
the promenade installation works for construction of a promenade in

Hong Kong
Customer D (Note 3) Serve as main contractor for refurbishment of 3.2 12

addressable fire alarm system and visual fire alarm
installation at a police station in Hong Kong

Customer D (Note 3) Serve as main contractor for refurbishment of fire 2.0 9
service system at police headquarter and station in
Hong Kong

Customer D (Note 3) Serve as main contractor for alteration and addition (of 0.3 4
fire service system) works for a hospital building in

Hong Kong

Notes:

(1) The contract value does not take into account any (i) variation orders issued by our customers; (ii) sums for
sub-contractors nominated by our customers; and (iii) any provisional sums being sums of work which may or may not

carried out at all but was in original contract scope of works.

(2)  The percentage of all works completed is estimated by our management based on their experience, relevant work

completion certificates issued by our customer or its agents and relevant progress reports.

(3)  This is one of our top five customers during the Track Record Period and for further details, please refer to the paragraph

headed “Customers — Customers” of this section.
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Fitting-out works

We may serve as a main contractor or sub-contractor for alterations, addition, renovation,
refurbishment and fitting-out works in Hong Kong through our subsidiaries, Deson Development and
Deson Engineering and in the PRC through our subsidiaries, Beijing Chang-de and Shanghai Deson.
Our main responsibilities consist of construction works involving (i) interior decorative and
modification, removal or installation of furniture, fixtures and equipment works; (ii) minor works (as
defined in the Minor Works Regulation); (iii) changes in external facade works; and (iv) repair and

maintenance works.
As at the Latest Practicable Date,

° Deson Development was one of five companies on the List of Approved Suppliers of
Materials and Specialist Contractors for Public Works in the category of Turn-key Interior
Design and Fitting-out Works (Group II) and was on the List of Approved Contractors for
Fitting-out/Renovation Works and Repair/Maintenance Works of some governmental
entities;

° Deson Engineering was a Registered Minor Works Contractor (company) for Class I, Class
IT and Class III with the Buildings Department;

° Beijing Chang-de was a registered “Grade I Professional Contractor of Construction and
Renovation Works*” (52 4E & #:fifi TF2 5 2% K 65 #)”and had the qualification“Grade A
Professional Interior Design*” (F5E Fffi LRI HIHF #); and

° Shanghai Deson was a registered “Grade II Professional Construction, Renovation and

Fitting-out Contractor*” (F%E % 15 % fifi T 2R A& ).

During the Track Record Period, we performed alterations, addition, renovation, refurbishment
and fitting-out works mainly in Hong Kong and the PRC. Our projects included fitting out works for
shops of luxury brands and fitting out works for a department store in a mall in Yuen Long, New

Territories, Hong Kong.
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The following tables set out the major new, on-going and completed contracts (based on the

practical completion date) involving fitting-out works during the Track Record Period and up to the

Latest Practicable Date based on contract value:

Approximate

contract

value

Description of customer Description of project (Note 1)
HK$ million

New contracts for the year ended 31 March 2013
Customer B (Note 3) Serve as main contractor for fitting-out 23.3
works involving the supply and installation
of facade, shop windows, custom design
ceiling, walls, floor finishes and electrical
installation works for shop of luxury brand

in Macau

Customer B (Note 3) Serve as main contractor for fitting-out 20.8
works involving the supply and installation (RMB16.6
of facade, shop windows, custom design million)

ceiling, walls, floor finishes and electrical
installation works for shop of luxury brand

in the PRC

Customer B (Note 3) Serve as main contractor for fitting-out 20.5
works involving the supply and installation (RMB16.4
of facade, shop windows, custom design million)

ceiling, walls, floor finishes and electrical
installation works for shop of luxury brand

in the PRC

Customer B (Note 3) Serve as main contractor for fitting-out 16.0
works involving the supply and installation (RMB12.8
of facade, shop windows, custom design million)

ceiling, walls, floor finishes and electrical
installation works for shop of luxury brand
in the PRC

Customer B (Note 3) Serve as main contractor with works 13.6
including modification of reinforced
concrete structure, electrical and
mechanical installation and modification of
internal layout in Hong Kong
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Approximate
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percentage of
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at Latest
Practicable
Date (Note 2)
%

100

100

100

100

100
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Description of customer Description of project

New contracts for the year ended 31 March 2014
Customer B (Note 3) Serve as main contractor for fitting-out
works involving the supply and installation
of facade, shop windows, custom design
ceiling, walls, floor finishes and electrical
installation works for shop of luxury brand
in the Hong Kong

Customer G (Note 3) Serve as a main contractor for fitting-out
and mechanical engineering works for a
department store in Hong Kong

Property developer Serve as main contractor with works
including modification of reinforced
concrete structure, electrical and
mechanical engineering installation works
and renovation of external wall and
modification of internal layout in Hong
Kong

Customer B (Note 3) Serve as main contractor for fitting-out
works involving the supply and installation
of fagade, shop windows, custom design
ceiling, walls, floor finishes and electrical
installation works for shop of luxury brand
in the PRC

Property developer Serve as main contractor for fitting-out
works in restaurants, hotels and offices in
the PRC

New contracts for the period from 1 April 2014 to Latest Practicable Date
Customer B (Note 3) Serve as main contractor for modification
of reinforced concrete structure, electrical
and mechanical installation and fitting-out
works in Hong Kong

Property developer Serve as main contractor for fitting-out
works for residential apartments in the

PRC
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Approximate
contract
value

(Note 1)
HKS$ million

35.1

23.8

22.6

20.8
(RMB16.6

million)

3.4 (RMB2.7

million)

58.0

3.8 (RMB3.0

million)

Approximate
contract
period

months

Approximate
estimated
percentage of
all works
completed as
at Latest
Practicable
Date (Note 2)
%

100

100

100

100

100

50

100
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Description of customer

Description of project

On-going contracts for the year ended 31 March 2013

Customer A (Note 3)

Property developer

Property developer

Customer B (Note 3)

Customer B (Note 3)

Serve as main contractor for interior
fitting-out works and electrical and
mechanical installation works for certain

government premises

Serve as main contractor for fitting-out
works for a commercial building in the
PRC

Serve as main contractor for fitting-out
works for a hospital in the PRC

Serve as main contractor for fitting-out
works involving the supply and installation
of fagcade, shop windows, custom design
ceiling, walls, floor finishes and electrical
installation works for shop of luxury brand
in Macau

Serve as main contractor for fitting-out
works involving the supply and installation
of facade, shop windows, custom design
ceiling, walls, floor finishes and electrical
installation works for shop of luxury brand
in the PRC

On-going contracts for the year ended 31 March 2014

Customer A (Note 3)

Property developer

Serve as main contractor for interior
fitting-out works and electrical and
mechanical installation works for certain

government premises

Serve as sub-contractor for fitting-out
works for a residential building in the PRC
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Approximate
contract
value

(Note 1)
HKS$ million

212.9

68.6
(RMB54.9

million)

39.9
(RMB31.9

million)

23.3

20.8
(RMB16.6

million)

212.9

93.4
(RMB74.7

million)

Approximate
contract
period

months

36

36

25

Approximate
estimated
percentage of
all works
completed as
at Latest
Practicable
Date (Note 2)
%

100

100

100

100

100

100

100
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Description of customer

Customer G (Note 3)

Property developer

Customer B (Note 3)

Approximate
contract
value

(Note 1)
HKS$ million

Description of project

Serve main contractor for fitting-out and 23.8
mechanical engineering works for a
department store in Hong Kong
Serve as main contractor with works 22.6
including modification of reinforced

concrete structure, electrical and

mechanical engineering installation works

and renovation of external wall and

modification of internal layout in Hong

Kong

20.8
(RMB16.6

million)

Serve as main contractor for fitting-out
works involving the supply and installation
of fagade, shop windows, custom design
ceiling, walls, floor finishes and electrical
installation works for shop of luxury brand
in the PRC

On-going contracts for the period from 1 April 2014 to Latest Practicable Date

Customer B (Note 3)

Description of customer

Serve as main contractor for modification 58.0
of reinforced concrete structure, electrical
and mechanical installation and fitting-out

works in Hong Kong

Approximate
contract
period

months

Contract value

Description of project

(Note 1)

HK$ million

Completed contracts (based on the practical completion date) for the year ended 31 March 2013

Property developer

Property developer

Company engaged in
investment management and
consultation services

Serve as main contractor for fitting-out works for a
commercial building in the PRC

Serve as main contractor for fitting-out works for a
hotel in the PRC

Serve as main contractor for fitting-out works for a
hotel in the PRC
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84.6 (RMB67.7

million)

58.8 (RMB47.0

million)

28.5 (RMB22.8

million)

Approximate
estimated
percentage of
all works
completed as
at Latest
Practicable
Date (Note 2)
%

100

100

100

50

Approx.

contract period

months
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Description of customer

Customer B (Note 3)

Company engaged in
industrial and agricultural
production, management
services among other
businesses

Description of project

Serve as main contractor for fitting-out works
involving the supply and installation of facade, shop
windows, custom design ceiling, walls, floor finishes
and electrical installation works for shop of luxury
brand in the PRC

Serve as main contractor for fitting-out works for a

commercial building in the PRC

Contract value
(Note 1)
HK$ million

28.1 (RMB22.5
million)

18.5 (RMB14.8

million)

Completed contracts (based on the practical completion date) for the year ended 31 March 2014

Property developer

Property developer

Customer B (Note 3)

Customer B (Note 3)

Customer B (Note 3)

Completed contracts (based on
Customer A (Note 3)

Property developer

Customer G (Note 3)

Serve as main contractor for fitting-out works for a

commercial building in the PRC

Serve as main contractor for fitting-out works for a
hospital in the PRC

Serve as main contractor for fitting-out works
involving the supply and installation of facade, shop
windows, custom design ceiling, walls, floor finishes
and electrical installation works for shop of luxury
brand in the Hong Kong

Serve as main contractor for fitting-out works
involving the supply and installation of fagade, shop
windows, custom design ceiling, walls, floor finishes
and electrical installation works for shop of luxury

brand in Macau

Serve as main contractor for fitting-out works
involving the supply and installation of fagade, shop
windows, custom design ceiling, walls, floor finishes
and electrical installation works for shop of luxury
brand in the PRC

68.6 (RMB54.9

million)

39.9 (RMB31.9

million)

35.1

23.3

20.8 (RMB16.6

million)

Approx.
contract period

months

13

the practical completion date) for the period from 1 April 2014 to Latest Practicable Date

Serve as main contractor for interior fitting-out works

and electrical and mechanical installation works for

certain government premises

Serve as sub-contractor for fitting-out works for a
residential building in the PRC

Serve as main contractor for fitting-out and mechanical

engineering works for a department store in Hong

Kong
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Contract value Approx.
Description of customer Description of project (Note 1) contract period
HKS$ million months
Property developer Serve as main contractor with works including 22.6 8
modification of reinforced concrete structure, electrical
and mechanical installation and modification of
internal layout in Hong Kong
Customer B (Note 3) Serve as main contractor for fitting-out works 20.8 (RMB16.6 5
involving the supply and installation of facade, shop million)

windows, custom design ceiling, walls, floor finishes
and electrical installation works for shop of luxury
brand in the PRC

Notes:

@) The contract value does not take into account any (i) variation orders issued by our customers; (ii) sums for
sub-contractors nominated by our customers; and (iii) any provisional sums being sums of work which may or may not
carried out at all but was in original contract scope of works.

(2)  The percentage of all works completed is estimated by our management based on their experience, relevant work
completion certificates issued by our customer or its agents and relevant progress reports.

(3)  This is one of our top five customers during the Track Record Period and for further details, please refer to the paragraph

headed “Customers — Customers” of this section.

Revenue as main contractor and sub-contractor

During the Track Record Period, we derived most of our revenue from serving as a main
contractor for projects. The following table sets out a breakdown of our total revenue during the Track
Record Period according to our position as main contractor and sub-contractor:

For the five months

For the year ended 31 March ended 31 August
2013 2014 2014
HK$’000 % HK$’000 % HK$’ 000 %
Main contractor 448,608 83.0 614,890 74.5 268,698 84.4
Sub-contractor 91,618 17.0 210,489 25.5 49,481 15.6
Total: 540,226 100.0 825,379 100.0 318,179 100.0

As a main contractor, we enter into a contract directly with a project developer or the client of
a project and are responsible for the entire project. As a sub-contractor, we are appointed by either a
main contractor or another sub-contractor and are generally responsible for specific delegated works
in a project.

Our scope of responsibilities as a main contractor or a sub-contractor is similar and, includes,
among others, (i) communicate and understand the project requirements and keep updated a work task
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programme showing the linking of different activities to reflect various stages of the project until
completion of the project; (ii) engage sub-contractors, material suppliers and other professional
parties; (iii) liaise with and allocate works between sub-contractors and our Group to ensure the works
are completed on schedule; and (iv) on-site supervision and ensure the works are completed in
accordance with the contract specification and customer’s requirements and address issues which may
affect completion of the works. However, as a sub-contractor, our scope of responsibilities is limited
to specific delegated works in a project, as compared to as a main contractor, our scope of
responsibilities is in respect of the entire project.

Revenue by geographic region:

Set out below is a summary of our revenue during the Track Record Period by geographic region:

For the five months

For the year ended 31 March ended 31 August

2013 2014 2014
HK$’000 % HK$’000 % HKS$’000 %
Hong Kong 391,168 72.4 644,825 78.1 246,938 77.6
The PRC 149,058 27.6 158,331 19.2 69,083 21.7
Macau — — 22,223 2.7 2,158 0.7
Total 540,226 100.0 825,379 100.0 318,179 100.0

Ad-hoc services in other markets

We may provide limited ad-hoc services to our customers in other geographic markets where
feasible. In 2013, we were engaged by an existing customer to provide fitting-out works in Macau
through our subsidiary, Deson Macau and we relied on cooperation and sub-contracting of the works
to local companies. Revenue from Macau represented nil, approximately 2.7% and approximately
0.7% of our total revenue for the years ended 31 March 2013 and 2014 and the five months ended 31
August 2014 respectively.

General workflow

The general work-flow of our operations is as follows:

Projects

identification

Tendering and
tender

assessment

Award and
signing of

contract

Project
implementation
and progress

payment

Projects
practical

completion

Defect liability
period and
contract

final completion
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Projects identification

General identification methods

We generally identify potential projects through (i) receiving letter of invitations to tender or
otherwise becoming aware of open tenders; or (ii) request for quotations from our customers or their
agents. However in both cases, customers commonly take into account factors such as reputation, track
record and contractors on the government’s list of approved contractors and approved specialist
contractors. During the Track Record Period, we mainly served customers from the private sector in

Hong Kong and the PRC and the public sector in Hong Kong.

Private sector

In relation to customer from the private sector in Hong Kong and the PRC, we may receive tender
invitations or requests for quotations from private customers directly or through their agents. Large
corporations and listed companies generally rely on the tender process in selecting their contractors.

Public sector

In relation to customers from the public sector in Hong Kong including departments of the HK
Government and semi-governmental entities, we generally become aware of open tenders by periodic
review of publicly available information such as the Government Gazette, local press and for certain
customers, their websites. In the case of selective tendering, the relevant entity will also notify us by

letter of invitation as we are on the relevant list of approved contractors/suppliers.

Assessment before proceeding

After becoming aware, we will make an assessment on whether to proceed. In our assessment,
we consider, among other things, basic details such as customer, location, services to be provided, fees
chargeable, contract period and payment terms. Moreover, we will also consider the requirements of
our current projects and whether we have enough spare resources to maintain our standard of quality
for new projects. Based on this assessment, we consider whether to bid for the tender or accept the
request for a quotation. In the case of tender, we will perform the additional steps below in relation
to tendering. In the case of quotations, we will proceed to sending our quotations and usually together
with proposed project implementation programme given that quotations are generally for shorter

periods of services and lesser scope of works.

If the invitation or request comes from new customers, we normally also assess their background
and basic project parameters such as contract period, scope of services, amount of liquidated damages
and contractual restrictions. We gather such information through communication with such customers
or their agents and our own investigations such as through public searches as part of our assessment

in deciding whether to participate in the project.
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Tendering and tender assessment

Tender review process and feasibility study

After we decide to proceed with the tender, sometimes we may be required to prepare the
necessary pre-qualification submissions, study the tender background, complete a forecast review and
perform a site visit. Pre-qualification is a process used by many property developers to study the
eligibility of applicants for tender and the factors considered in this process includes the company and
its resources, past job experience, proposed resources to be allocated to the project, proposal for
project implementation, safety and environmental protection record. To get a better estimation of the
costs, personnel from our contracts and project department during the site visit will assess the
complexity of the work and provide recommendation on how to perform the work in an efficient and
cost-effective manner.

We have adopted an effective and systematic tender review process. We will assess the feasibility
of the undertaking and note the projects technical requirements, proposed project schedule, quality
expectation, quantity expectation, a preliminary allocation of resources for the project to determine if
we have sufficient resources for current and future works and possible other business risks before
deciding to proceed.

Pricing strategy

We pay particular attention to our proposed tender price (including taking into account expected
inflationary effects) given that unlike customers from the public sector, customers from the private
sector generally do not include price adjustment mechanisms in their contracts and therefore, we may
bear the risk of increased costs due to inflation during the course of the project construction. In
deciding our price, we take into account a number of factors including (i) our relationship with that
customer; (ii) our business strategy on sector penetration; (iii) prevailing market rates, market trends
and our recent job quotations; (iv) our available resources; (v) the need for procurement of additional
resources (such as materials and equipment); (vi) the need for engaging sub-contractors and adequacy
of its labour force; (vii) our budget; (viii) our cost and potential increase in cost during contract term
(including the potential effect of statutory minimum wage requirement in particular); and (ix) the
requirements of the tender or quotation including job complexity and any specific legal requirements.
Details of our tender proposal are generally reviewed and endorsed by our management before being
submitted to the customer for consideration.

Our Directors confirmed that we did not have any material loss-making contract during the Track
Record Period.

Tender success rate

Our success rate for tender was approximately 31%, approximately 28% and approximately 17%
for the years ended 31 March 2013 and 2014 and five months ended 31 August 2014 respectively. Our
Directors believe that our success rates for tender decreased during the Track Record Period mainly
due to our tenders being more expensive than our competitors. We have adopted a strategy to raise our
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tender price as we have reached the optimum capacity in 2014 in servicing our on-going projects. On
the other hand, we have continued to submit for new tenders in order to maintain a good relationship
with customers after receiving an invitation for tender from the customers. As a result, there was no

significant reduction in the number of tenders submitted during this period.

Award and signing of contract

Upon being successful in our tender, we will enter into a formal contract. The terms generally
found in such contracts are summarised in the paragraph headed “Customers — General terms of
contracts with customers” of this section and include, among others, the length of the contract,
circumstances where the parties have a right to terminate, payment terms and other protective

measures for the customer.

Project implementation

During the project implementation stage and taking into account the proposed construction

programme in providing our services, we will take the following steps:

Formulating the project management team

We first form a project management team comprising generally a project manager, engineer, site
agent, safety supervisor, foremen and a number of technical staff who are responsible for the works

supervision and the day-to-day operations of the project.

Preparation of the contractor design and technical submission

Generally, the requirements and specifications in the contract document are only frameworks and
it is necessary for our engineering department to transform such requirements into a comprehensive
and practical submission to guide the parties. We therefore prepare engineering contractor design such
as temporary work design, shop drawing design and technical submission, which sometimes involving

product samples for customers to gain a better understanding of the product quality.

Procurement of additional equipment and materials and sub-contracting of works to

sub-contractors

We generally bulk-purchase the materials from third parties and purchase or lease equipment
where necessary for our projects but we may assign responsibility to sub-contractors for obtaining
certain materials along with the sub-contracted works. To ensure quality of our services, we have a
stringent procedure for selecting and engaging suppliers and sub-contractors from our list of approved
suppliers and sub-contractors for our projects as details in the paragraph headed “Suppliers and

sub-contractors — Criteria for selecting suppliers and sub-contractors” of this section.
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Project monitoring and quality management

The project manager or site agent and other members of the project management team will
closely monitor and supervise the works carried out by the sub-contractors to see if they conform to
the design drawing and specifications. In order to ensure consistent quality of service in the project,
we have adopted a number of measures such as an approved method statement and procedure and site
supervision plan. For further details of further measures, please refer to the paragraph headed “Quality
management system” of this section. We will monitor and supervise our sub-contractors’ performance
quality, check that they and their employees follow our guidelines and conduct periodic progress

meetings to address specific issues.

If we are the main contractor, we will also render coordination role to liaise with the customer,
their consultant and agents and the other service providers directly employed by the customer to
resolve technical matters in relation to the project so that a quality, cost-effective and timely project
can be achieved as scheduled.

Variation orders

During the course of a project, our customers may require additional services or changes in the
specifications which will result in extra costs to be charged by us and in our experience, such amount
varies and may generally reach up to 10% of the original contract sum. Although we will continue to
apply for progress payment for such variation orders during the course of the project, the final amount
to be charged for such variation orders is subject to negotiation between the parties and part of the
costs may be settled after practical completion date of the project when all the works are completed

and on or before the final completion date.

Application for payment and certification

Payment from our customers

According to the relevant contract, we normally receive progress payments during the contract
period which is generally on a monthly basis. In order to receive such payment, we normally make an
application for interim payment for work done (including contract work and variation order work)
completed and our customer’s agents will examine the completed work done at that stage and issue
a certification on completion of the relevant works. In practice, this certification process generally
takes around one month. Upon presentation of the certified payment certificate, customers from the
public sector generally honour the certified payment within 21 days and customers from the private
sector generally honour the certified payment within 30 days.

— 132 —



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

BUSINESS

Payment to our suppliers and sub-contractors

Similarly, our suppliers are entitled to receive payments for materials and equipment delivered
to the site according to the payment terms set out in the supply contract. Our sub-contractors are
entitled to receive progress payments with similar terms as us. In order to receive payments, they will
also make an application for interim payment and we will verify or inspect their work completed
before issuing a certificate. We normally make payment within one month from their application.
Sometimes, we will adopt a ‘pay when paid’ approach with sub-contractors where we only pay

sub-contractors when we have received the same from our customer.

Practical completion

Generally, there is a practical completion date when our contract works are completed and our
customers’ agents are satisfied with our work. This date is signified by the issue of a practical
completion certificate by the aforesaid agent certifying the work or the project can be handover to the

customer for use or habitation.

Defect liability period and contract final completion

The whole contract period normally includes a defect liability period during which we remain
responsible for rectifying any defects identified by the customers’ agents without charge. The defect

liability period is generally 12 months after the practical completion date of the project.

There is a final completion date representing the end of the project, which is usually after the
issuance of the certificate of completion of making good any defects.

During the Track Record Period, we did not receive any materials claims from our customers for

defects during the defect liability period.
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Contracts overview

Completed contracts during the Track Record Period and up to the Latest Practicable Date:

Set out below is a summary of the completed contracts during the Track Record Period and up

to the Latest Practicable Date by our three major types of services:

For the year ended For the year ended From 1 April 2014 to the Latest
31 March 2013 31 March 2014 Practicable Date
Aggregate Aggregate Aggregate
Number of ~ Range of contract sum  Number of  Range of contract sum  Number of ~ Range of contract sum
completed contract for such  completed contract for such  completed contract for such

contracts period  contracts  contracts period  contracts  contracts period  contracts

(Note 1) (Note 2) (Note 3) (Note 1) (Note 2) (Note 3) (Note 1) (Note 2) (Note 3)

months ~ HK$ million months ~ HK$ million months  HKS million

Building construction works 2 41027 80 1 41 97 2 141026 233
Electrical and mechanical

engineering works 78 11028 72 05 11030 162 11 11024 il

Fitting-out works 131 11028 384 102 11010 357 114 11036 495

Total: 211 11028 536 168 11041 616 127 11036 755

Notes:

(1)  In categorising the above completed contracts, a contract is counted in the year/period when it first reaches final
completion. If final completion has not yet been reached as at the Latest Practicable Date, it is counted in the year/period

when it first reaches practical completion. Therefore, there should be no double-counting for the above figures.

(2)  Based on the above table, the range of contract period for our completed contracts during the Track Record Period and
up to the Latest Practicable Date was between 1 to 41 months. The average duration of such contracts was between 3

to 4 months.

(3)  The contract sum may be greater than the amount of revenue recognised for that contract during the Track Record Period,
if any revenue from such particular contract was recognised before the commencement of the Track Record Period.
Furthermore, the contract sum does not take into account any (i) variation orders issued by our customers; (ii) sums for
sub-contractors nominated by our customers; and (iii) any provisional sums being sums of work which may or may not

carried out at all but was in original contract scope of works.
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Variation orders for completed contracts

The total amount from variation orders for contracts completed (based on the practical
completion date) during the Track Record Period and up to the Latest Practicable Date were
approximately HK$294 million. Works under such variation orders have already been completed along

with the other works under the completed contract.

The following table shows the amount, revenue and net profit (before tax) generated by such

variation orders during the Track Record Period and up to the Latest Practicable Date:

Year/period during which the

completed contracts which Net profit
the variation orders relate Recognised Expected to  (before tax)
first reached final completion Recognised Recognised as revenue  be recognised generated
(or if not yet reached, as revenue for as revenue for for the five as revenue during the
when it first reached Variation order the year ended the year ended months ended after the Track Track Record

(Note 1) amount 31 March 2013 31 March 2014 31 August 2014 Record Period  Period " %
HKS$ million HKS$ million HKS$ million HKS$ million HKS$ million ~ HKS$ million

practical completion)

During the period from 1 April
2012 to 31 March 2013
- Reached practical completion

only Nere 9 85 74 7 — 4 5
- Reached final completion 10 6 4 — — 1
Sub-total: 95 80 1 — 4 6

During the period from 1 April
2013 to 31 March 2014
- Reached practical completion

only(Nere 9 131 13 84 30 4 9
- Reached final completion 10 — 8 1 1 1
Sub-total: 141 13 92 31 5 10

During the period from 1 April
2014 to 31 August 2014
- Reached practical completion

only(Nere 9) 12 — — 10 2 —
- Reached final completion — — — — — —
Sub-total: 12 — — 10 2 —

During the period from 1
September 2014 and up to the
Latest Practicable Date
- Reached practical completion

only(Vered) 39 1 11 10 17 —
- Reached final completion 7 3 2 — 2 —
Sub-total: 46 4 13 10 19 -
Total: 294 97 116 51 30 16
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Notes:

(1)

(2)

(3)

On-going

During the course of the project, there are two milestone events being practical completion and final completion.
Generally, practical completion occurs after our works have been completed and our customer’s agent is satisfied
with our work. Final completion generally occurs after (i) the expiry of defect liability period of generally 12
months after practical completion; (ii) an assessment by our customer’s agent of any defects to the works during
the defect liability period; and/or (iii) completion of all works under variation orders and the value of additional
works performed under variation orders being agreed with our customer. Afterwards, we still need to negotiate and
agree with our customers on the final account for the project. As the progress of these events may be lengthy, there

may be a substantial time period between practical completion and final completion for certain projects.

We estimated the net profit (before tax) of variation orders by taking the gross profit from the relevant variation
orders and deducting the estimated costs directly associated with the relevant variation orders. It therefore does

not take into account our Group’s other non-business related expenses such as administrative expenses.

In categorising the above completed contracts, a contract is counted in the year/period when it first reaches final
completion. If final completion has not yet been reached as at the Latest Practicable Date, it is counted in the
year/period when it first reaches practical completion. Therefore, there should be no double-counting for the above
figures. As the total amount and revenue of variation orders is dependent on the final account agreed upon final
completion, the amount of variation orders and revenue expected to be recognised after the Track Record Period
are subject to change for such projects. Based on the current circumstances surrounding the variation orders for
the completed project and our Directors’ experience, our Directors believed that the variation orders for projects

which have only reached practical completion are not subject to material risk of disagreement with relevant

customers despite the fact that the final accounts have not yet been agreed.

contracts as at the Latest Practicable Date:

Set out below is a summary of the on-going contracts by our three major types of services and

which we

continue to provide services as at the Latest Practicable Date:

Remaining

amount of

Amount of revenue
revenue  expected to

Range of recognised be recognised

Number of Range of remaining during the after the

current contract contract Aggregate Track Record Track Record

contracts period (Note) period (Note) contract sum Period Period

months months  HK$ million ~ HK$ million  HKS$ million

Building construction works 1 16 5 238 108 130
Electrical and mechanical

engineering works 32 2 to 43 1 to 34 468 124 333

Fitting-out works 10 2t 7 1 to4 115 61 52

Total: 43 2 to 43 1 to 34 821 293 515
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Note: Based on the above table, the range of contract period for our on-going contracts as at the Latest Practicable Date was
between 2 to 43 months. The average duration of such contracts was around 18 months. This period is based on the
period stated in the relevant contract but may be subject to change such as due to early completion or any application
for extensions. Where there is no expected completion date specified in a contract, the period is based on the best
estimation of the management of our Group based on their experience doing similar types of work. Furthermore, the
contract sum does not take into account (i) any variation orders issued by our customers; (ii) sums for sub-contractors
nominated by our customers; and (iii) any provisional sums being sums for work which may or may not carried out at

all but was in original contract scope of works.

Known variation orders for on-going contracts as at the Latest Practicable Date

Variation orders are generally issued during the course of the project and before the practical
completion date which means variation orders may still be issued after the Latest Practicable Date for
on-going contracts. Therefore, known variation orders are those variation orders issued by our

customers for on-going contracts which are known to us as at the Latest Practicable Date.

The total amount from known variation orders as at the Latest Practicable Date for on-going
contracts was approximately HK$20 million. This total amount may change based on additional
variation orders and the final account agreed between the parties. We recognised a revenue and
generated net profit (before tax) of approximately HK$18 million and approximately HK$1 million
respectively during the Track Record Period from known variation orders as at the Latest Practicable
Date in relation to on-going contracts. Subject to further variation orders from our customers, we
currently expect that works under those known variation orders as at the Latest Practicable Date for

on-going contracts will be completed before June 2015.

On-going contracts as at the Latest Practicable Date by expiry date

Set out below is a summary of the on-going contracts as at the Latest Practicable Date by their

expiry dates:

Remaining

amount of

Number of revenue to be
contracts recognised
HKS$ million

On or before 31 March 2015 30 231
After 1 April 2015 but before 30 September 2015 1 1
After 1 October 2015 but before 31 March 2016 2 38
On or after 1 April 2016 10 245

Total: 43 515
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Contract duration of completed and on-going contracts

Based on the range of contract period for (i) our completed contracts during the Track Record
Period and up to the Latest Practicable Date and (ii) our on-going contracts as at the Latest Practicable
Date, the range of contract period for our contracts with customers was generally 1 to 51 months

whereas the average duration of such contracts was 5 months.

Recent tendering

During the five months ended 31 August 2014, we have been awarded with 17 new tenders of
which ten new tenders have a contract sum of HK$0.5 million or less and seven new tenders have a
contract sum over HK$0.5 million each. These seven tenders with a contract sum over HK$0.5 million
each have an aggregate contract sum of approximately HK$164.0 million with one contract mainly
relating to fitting-out works and six contracts mainly relating to electrical and mechanical engineering

works.

Subsequent to 31 August 2014, we have been awarded with six new tenders have a contract sum
over HK$0.5 million each. These six contracts have an aggregate contract sum of approximately
HK$304.4 million with four contracts mainly relating to electrical and mechanical engineering works,
one contract mainly relating to fitting-out works and with one contract mainly relating to building

construction works.

Given the positive trends and opportunities in the building industry as set out in the section
headed “Industry overview” of this document, our tender success rate in the past and our background
and experience and our continuous efforts to seek new tenders as part of our normal operations, our

Directors believed that we will continue to grasp new opportunities for works in the building industry.

CUSTOMERS

Customers

During the Track Record Period, we mainly served customers from the private sector in Hong
Kong and the PRC as well as the public sector in Hong Kong. Customers from the private sector
include property developers, retailer and distributor of luxury brands, building owners, operator of
department stores and educational establishments. Customers from the public sector include
departments of the HK Government (including a department responsible for electrical and mechanical
services and another department responsible for architectural services) and semi-government bodies

such as Hong Kong authorities with substantial government investment or influence.
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Set out below is our revenue contribution by sector of our customers during the Track Record

Period:

Private sector
Public sector (Note)

Total:

Note:

For the five months
For the year ended 31 March ended 31 August
2013 2014 2014
HK$’000 % HK$000 % HK$’'000 %
425,414 78.7 689,254 83.5 296,967 93.3
114,812 21.3 136,125 16.5 21,212 6.7
540,226 100.0 825,379 100.0 318,179 100.0

authorities with substantial government investment or influence.

For the purpose of this calculation, public sector customers include semi-government entities such as Hong Kong

During the Track Record Period, our five largest customers and details of our relationship are

summarised below:

Customer A (Note 1)
Customer B (Note 2)
Customer C (Note 3)
Customer D (Note 4)
Customer E (Note 5)
Customer F (Note 6)
Customer G (Note 7)
Customer H (Note 8)

Notes:

Services

provided by our

Group during
the Track
Record Period
(Note 9)

(iii)

(i), (ii) and (iii)
(i) and (ii)
(i)

(i) and (i1)
(i) and (ii)
(iii)

(i)

Approximate
number of
years since we
first served
each customer

—_
W

W = = A O DD

For the year ended

31 March

2013 2014
HK$°000 HK$’000
73,302.5 97,247.7
69,648.1 123,717.0
64,840.0 94,248.5
41,220.8 38,205.1
36,106.0 74,651.0
3,243.0 58,907.4
26,351.5 35,754.5

For the
five
months
ended
31
August
2014
HK$’000

13,419.5
42,286.7
7,026.0
7,792.1
89,514.0
9,811.5
22,349.8
13,161.8

(1) A department of the HK Government responsible for architectural services. It was one of our top five customers for the
years ended 31 March 2013 and 2014 and the five months ended 31 August 2014.

(2)  Retailer and distributor of luxury brand(s), HK and the PRC incorporated companies which are subsidiaries of an Italy

incorporated company listed on the Main Board. The listed group is engaged in the design, production and distribution

of high-end leather goods, handbags, footwear, apparel, accessories, eyewear and fragrances and certain members of the

listed group are the owners of the luxury brands. It was one of our top five customers for the years ended 31 March 2013
and 2014 and the five months ended 31 August 2014.
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(3)  Property investment company, HK incorporated company and is a subsidiary of a Caymans Island incorporated company
listed on the Main Board. The listed group is engaged in the development, management and provision of essential and
recreational services for residential housing and leisure projects in Discovery Bay, Lantau Island, other property
development, property investment, hotel operations and provision of healthcare services. It was one of our top five
customers for the years ended 31 March 2013 and 2014 only.

(4) A department of the HK Government responsible for electrical and mechanical services. It was one of our top five
customers for the year ended 31 March 2013 only.

(5)  Property developer and BVI incorporated company. To the best of our Directors’ knowledge and belief, Customer E is
a property developer with a particular focus on mid-level prestige detached houses properties in Hong Kong during the
Track Record Period. It was one of our top five customers for the years ended 31 March 2013 and 2014 and the five
months ended 31 August 2014.

(6)  Property developer and HK incorporated company. To the best of our Directors’ knowledge and belief, Customer F is a
property developer with a particular focus on redevelopment of industrial buildings into commercial properties at Kwun
Tong, Hong Kong during the Track Record Period. It was one of our top five customers for the year ended 31 March 2014
only.

(7)  Operator of department stores, HK incorporated company and is a subsidiary of a HK incorporated company listed on
the Main Board. The listed group is engaged in the infrastructure business in the PRC, being the operating right of a toll
bridge in Hangzhou, Zhejiang Province, the PRC and most recently department store operation. It was one of our top five

customers for the five months ended 31 August 2014 only.

(8)  Contractor in the building industry and HK incorporated company. To the best of our Directors’ knowledge and belief,
Customer H is a contractor with particular focus on addition, alteration and maintenance works of HK Government term
contracts in Hong Kong. It was one of our top five customers for the five months ended 31 August 2014 only. It was also
one of our top five suppliers during the Track Record Period, please refer to the sub-paragraph headed “Major supplier
who was also our customer” of this section.

(9)  Types of services provided

(1) Building construction works
(ii)  Electrical and mechanical engineering works

(iii)  Fitting-out works

For the years ended 31 March 2013 and 2014 and the five months ended 31 August 2014,
aggregate revenue generated from our five largest customers represented approximately 52.8%,
approximately 54.4% and approximately 56.8% respectively our total revenue, while revenue from our
largest customer represented approximately 13.6%, approximately 15.0% and approximately 28.1%
respectively of our total revenue.

None of our Directors, their respective associates or Shareholders who own more than 5% of the
issued share capital of our Company as at the Latest Practicable Date has any interest in any of the
five largest customers of our Group during the Track Record Period.

We have a good relationship with our customers. Our Directors have confirmed that there was
no termination of major contracts and no material default by our customers during the Track Record
Period and up to the Latest Practicable Date. However, during the Track Record Period, a sub-contract
where we were engaged as a sub-contractor was terminated in September 2013 because the main
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contract between the main contractor and its customer was terminated. Based on our understanding,
the termination was due to the main contractor’s default concerning the progress of the works and we
confirmed that it was not due to our fault. We estimate that we were owed an interim payment of
approximately HK$0.30 million which had not yet been paid as at the Latest Practicable Date for
works completed at this stage.

General terms of contracts with customers

The general terms of contracts may vary based on negotiations with our customers but generally
follow the form set out in our customer’s tender. The major contracts terms are summarised below.

Contract period and termination

Our contracts are generally one to three years but may be subject to application for extension of
time so that original contract period may be extended. Generally, our contracts provide both parties
the right to termination in different specific circumstances.

Grounds upon which contracts may be terminated by our customers generally include if we (i)
without reasonable cause abandon or suspend to carry out the contracted works; (ii) fail to proceed
with the contract work diligently; (iii) fail to comply with the written notices or orders issued by the
agents of the customer; (iv) become bankrupt or go into liquidation or a petition has been filed for our
bankruptcy; or (v) make a general assignment, composition or arrangement for the benefit of creditors.

Grounds upon which these contracts may be terminated by us generally include if our customer
(1) fails to remedy within a specified period of time a material breach of the contract including failure
to pay us for any certified sum within the period specified; (ii) becomes bankrupt or goes into
liquidation or a petition has been filed for their bankruptcy; or (iii) makes a general assignment,
composition or arrangement for the benefit of creditors.

Scope of services and resource allocation

The contracts generally include specification as to the scope of services and may include relevant
specifications and requirements to be complied with. The contract may also include the number of
technical staff to be allocated to the project.

Payment terms and progress payment

The service contract will set out the contract amount chargeable by us (including circumstances
for adjustment) and the payment terms. The contract amount chargeable is generally fixed price
contract sum or without any clear price adjustment mechanism except for some contracts from
customers in the public sector in Hong Kong, which generally allow for adjustment by us with
reference to certain price indices such as the index for the average daily wages of workers and the
index for the average wholesale prices of selected materials compiled and published by the Census and
Statistics Department of Hong Kong.
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We are generally entitled to make an application for progress payments for completed works of
the current month and we make such applications on a monthly basis which will be submitted to the
agents of our customers generally at the end of each current month. This payment is subject to
satisfaction of the inspection and assessment by agents of our customers and issuing of a certificate.
In practice, this certificate process generally takes around one month. Upon presentation of the
certified payment certificate, customers from the public sector generally honour the certified payment
within 21 days and customers from the private sector generally honour the certified payment within
30 days.

During the Track Record Period, all revenue from our services was denominated in Hong Kong
dollars and Renminbi. Generally, the payment method is by cheque or bank transfer.

Retention monies

Customers are generally entitled to hold up retention money from the progress payment. In our
experience and during the Track Record Period, customers from the public and private sectors
generally hold up 1% to 5% of the contract sum as retention money. However, they will normally
release (i) 50% of the retention money upon completion of the project; and (ii) the remaining 50% of
the retention money upon the end of the defect liability period, subject to the customer being satisfied
with the completed work. As at 31 March 2013, 31 March 2014 and 31 August 2014, our retention
monies receivable were approximately HK$7.9 million, approximately HK$13.5 million and
approximately HK$14.2 million respectively.

Defect liability period

We are generally responsible during a specified defect liability period for rectifying all defects
for the project. This period is normally 12 months from the practical completion of the project. As set
out in paragraph headed “Suppliers and sub-contractors — General terms of contracts with
sub-contractors” of this section, we generally require a similar defect liability period from our
sub-contractors.

Surety bonds

In order to secure proper performance, customers may require that we provide them with a surety
bond issued by a bank or insurance company in favour of the customer.

For private and some semi-government projects, the surety bond is generally required to be
provided within one month after a tender is awarded to us. If this bond is not provided, the customer
may retain an aggregate amount equal to such bond amount from our progress payment. During the
Track Record Period, the amounts of surety bonds required are generally 10% of the contract sum. In
our experience, our public projects did not request us to provide a surety bond to our customers.

As at 31 March 2013, 31 March 2014 and 31 August 2014, our surety bonds issued by banks or
insurance companies to our customers amounted to approximately HK$38.6 million, approximately
HK$55.4 million and approximately HK$57.8 million respectively. Such bonds are generally released
upon practical completion of the relevant service contract. Given that such bonds were issued by our
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bank or insurance companies in favour of the relevant customers, we do not recognise any liabilities
on our combined statements of financial position until such bonds are deducted by our customers due
to breaches of contract terms as from our experience we believe the occurrence of the aforesaid is
remote. We are generally required to provide a counter-indemnity to the bank or insurance company

that issues such surety bonds for us to our customers in relation to the contract.

Our Company confirmed that during the Track Record Period, there was no bond call action

taken by our customers due to breach of contracts.

Protective provisions for customers

We may be required to pay liquidated damages to our customers if we do not perform our
contracts in a timely manner. Under the terms of the contract, we may be required to pay liquidated
damages with reference to a fixed rate or formula determined in the contract usually taking into

account the delay in the completion of the project on a daily basis.

Our Company confirmed that during the Track Record Period and up to the Latest Practicable
Date, we had one dispute with a customer concerning a late delivery incident involving a short delay
in completion of the project due to an increase in the scope of our works requested by our customer
during the project. This dispute is now settled by a deduction of approximately HK$450,000 as
liquidated damages from the total agreed final contract sum of approximately HK$164.0 million paid
to us, and therefore even after such deduction, this project was not loss-making. Other than this case,
our Directors are not aware of any other material delays in the current projects, which are expected
to result in liquidated damages being imposed on us.

Sales and marketing

Due to our well-established relationship with our existing customers, our long operating history
in Hong Kong and the PRC and the common use of tendering in the industry, we are able to rely on
our existing customer base, reputation and client referrals as well as awareness of public tenders. We

do not rely heavily on promotional materials.

Seasonality

We have not experienced material seasonal fluctuations in our revenue given that our industry

is generally not subject to seasonality.
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COST CONTROLS AND CREDIT MANAGEMENT

Due to our substantial experience in the industry and our experienced staff, we are able to take

into account potential changes in costs in our estimated fee during the tender process rather than

adjusting our fees on an ad-hoc basis after such increases. Generally, we employ a strict system to

control the costs of our projects and avoid situations of cost overrun which consists of the following

measures:

Stage

Project identification and tender
stage

Project implementation stage

Measures

During the site visit, we will assess the complexity of
the work and provide recommendations on how to
perform the work in an efficient and cost-effective
manner.

We will calculate the potential costs (and increases
thereof during the term of the contract) based on our
experience in the industry, details of the tender
specifications and site visit by our staff. This analysis
will be included in our forecast review and the price is
generally reviewed by management before being sent to
our customers.

We generally sub-contract our work to sub-contractors
primarily as it is considered more cost effective. Given
that the terms with our sub-contractors generally include
fixed fees, where their responsibilities include providing
their own labour and materials, they will subject to the
increase in costs for such sub-contracted part.
Furthermore, sub-contracting generally allows us to
maintain less full-time employees which limit the effects
of minimum wage increases on us.

We review the status of completed works, apply for
progress payments on monthly basis and closely monitor
payments made by our customers.

Before making payments for goods delivered by
suppliers and progress payments to sub-contractors, our
staff generally verifies the information before payment.
Our management generally sign off on the verification
before payment is made so as to ensure sufficient
checking before payment.
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Stage Measures
° We regularly liaise with our sub-contractors to ensure

progress of the works and to quickly address issues
which may cause delay or additional costs. In some
cases, we have adopted the ‘pay when paid’ approach,
where we make payments to the relevant sub-contractor
only after having been paid by our customer.

In instances involving contracts with customers from the public sector in Hong Kong, there is
generally a price adjustment mechanism for rises in wages for works and costs for certain materials
as set out in the paragraph headed “Customers — General terms of contracts with customers” of this
section. However, such adjustment mechanisms are less common in contracts with customers from the

private sector and instead there may be negotiations with our customers in the event of such increases.

As set out in the section headed “Risk factors — Majority of our service contracts with customers
have a fixed and pre-determined service fee. Our profitability may be adversely affected if we suffer
from cost overrun or if the contracts are earlier terminated.” of this document, given the fixed price
contract sum chargeable by us, we may be subject to risks due to the increase in costs during the period
of the contract. However, our Directors believe that we have been able to address this risk during the
Track Record Period, due to the abovementioned factors and given the general length of our contracts

being a few years as well as the availability of progress payments.

For the years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, our
average trade receivable turnover days were approximately 38.3 days, approximately 30.5 days and

approximately 37.1 days respectively.

SUPPLIERS AND SUB-CONTRACTORS

Suppliers

Our suppliers include suppliers of materials (such as concrete, steel reinforcement, cables and
switch boards) and service providers (such as our sub-contractors). Most of our suppliers of materials
are sourced from Hong Kong and the PRC. Our top five suppliers during the Track Record Period are

all sub-contractors, who are Independent Third Parties.
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During the Track Record Period, our five largest suppliers and details of our relationship are

summarised below:

For the five

Approximate number of For the year ended months ended

years since we first 31 March 31 August

engaged each supplier 2013 2014 2014

HK$’000 HK$’000 HK$°000

Supplier A (Note 1) 4 68,801.3 88,420.1 8,962.0
Supplier B (Note 2) 10 58,266.7 37,235.9 26,687.5
Supplier C (Note 3) 4 31,896.7 40,341.4 18,308.5
Supplier D (Note 4) 7 30,945.0 30,348.2 —
Supplier E (Note 5) 3 25,824.4 35,039.4 11,840.6
Supplier F (Note 6) 4 4,112.9 31,694.9 15,113.1
Supplier G (Note 7) 12 6,324.6 20,386.9 17,971.8

Notes:

(1) Construction services provider and HK incorporated company. It was one of our top five suppliers for the years ended
31 March 2013 and 2014 only and provided services in relation to interior fitting-out works and mechanical and engineer

works.

(2)  Foundation services provider and HK incorporated company. It was one of our top five suppliers for the years ended 31
March 2013 and 2014 and the five months ended 31 August 2014 and provided services in relation to site formation and

foundation works.

(3)  Fire and hydraulics services provider and HK incorporated company. It was one of our top five suppliers for the years
ended 31 March 2013 and 2014 and the five months ended 31 August 2014 and provided services in relation to addition,

alteration and maintenance of fire services works.

(4)  Electrical and mechanical engineering services provider and HK incorporated company. It was one of our top five
suppliers for the years ended 31 March 2013 only and provided services in relation to electrical installation and

mechanical ventilation and air conditioning works.

(5)  Construction services provider and HK incorporated company. It was one of our top five suppliers for the years ended
31 March 2013 and 2014 and the five months ended 31 August 2014 and provided services in relation to addition,

alteration and maintenance of electrical installation works.

(6)  Construction services provider and HK incorporated company. It was one of our top five suppliers for the year ended 31
March 2014 and the five months ended 31 August 2014 only and provided services in relation to structural addition and

alteration works, reinforcement concrete works and site cleaning works.

(7)  Decoration works provider and sole proprietorship in Hong Kong. It was one of our top five suppliers for the five months

ended 31 August 2014 only and provided services in relation interior fitting-out works.
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For the years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, our
purchases of services from the five largest suppliers were approximately 44.0%, approximately 30.6%
and approximately 31.6% respectively of the total purchases from all suppliers, while our purchases
from the largest supplier were approximately 14.0%, approximately 11.6%, and approximately 9.4%
respectively of the total purchases from all suppliers.

We generally maintained multiple suppliers for services and products to avoid over-reliance on
a single or a few suppliers and did not experience any material difficulties in sourcing materials or

finding sub-contractors during the Track Record Period.

No long term contracts had been entered into between our Group and our top five suppliers
during the Track Record Period. However, the length of our relationship with them ranges from three
to 12 years. Our Directors confirmed that we did not have any significant disputes with any of our top

five suppliers during the Track Record Period.

None of our Directors, their respective associates or Shareholders who own more than 5% of the
issued share capital of our Company as at the Latest Practicable Date has any interest in any of our

five largest suppliers during the Track Record Period.

During the Track Record Period, our purchases were all settled in Hong Kong dollars and
Renminbi and most of them were settled by letter of credit or cheques. Most of our purchases are
settled on a monthly basis and in arrears. Credit terms offered by our suppliers range from due on
presentation of invoice up to a period generally not less than 30 days after delivery of goods or

performance of services.

Major supplier who was also our customer

During the Track Record Period, to the best knowledge and belief of our Directors, one of our
customers and/or their related group companies (“Supplier E”), being one of our top five customers

for the five months ended 31 August 2014 and was also one of our top five suppliers during the Track
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Record Period. Particular financial details of our business relationship during the Track Record Period

with Supplier E are as follows:

For the five
For the year ended months ended

31 March 31 August
2013 2014 2014
Supplier E as our customer
-Our revenue from Supplier E as percentage of
our total revenue during the relevant year 4.9% 4.3% 4.1%
-Gross profit (HK$ million) 0.5 0.7 1.3
Supplier E as our supplier
- As percentage of our total cost of service
during the relevant year 5.1% 4.5% 4.0%

To the best of our Directors’ knowledge and belief, Supplier E is an Independent Third Party and
also in the building industry but with particular focus on addition, alteration and maintenance works
of HK Government term contracts in Hong Kong. We understand that out of the tender contracts
successfully awarded to Supplier E by its customers, there were term contracts for the alterations,
additions, maintenance and repair of buildings and lands and other properties awarded by HK
Government. Supplier E sub-contracted the electrical installation works to us for such HK Government
projects. To ensure the quality of works and timeliness of completion, at the request of Supplier E, we
agreed that if we decide to further sub-contract any part of the works during the course of the projects,
we will allow Supplier E to arrange for further sub-contracting arrangements under our supervision
and management. Pursuant to this sub-contracting arrangement, we agreed to reimburse Supplier E for

the relevant sub-contracting costs incurred by it.

Our Directors believe that it is not uncommon in the building industry for a contractor to
sub-contract its works in a project to other sub-contractors. Our Directors confirmed that the terms of
the specific sub-contracting arrangements were negotiated on an arm’s length basis and during the
Track Record Period, we did not have any material disputes with Supplier E over late non-payment

or quality of service.

Criteria for selecting suppliers and sub-contractors

We are careful in choosing our suppliers and maintain a list of approved suppliers and
sub-contractors which is updated from time to time. As at the Latest Practicable Date, our list of
approved suppliers had over 700 suppliers and sub-contractors, including over 300 suppliers of
materials and equipment and over 400 sub-contractors. At least once a year, we will review the current
list and consider whether any should be removed/replaced based on the quality of their products or

their job performance during the year.
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To ensure the quality of our services and except if certain suppliers or sub-contractors are
designated by our customer for the project, we refer to these lists when selecting a supplier or a
sub-contractor for our projects. We take into account the following factors before selection of a new
supplier or a sub-contractor and in considering whether to remove a current approved supplier and
sub-contractor:

° safety performance ° packing to prevent damage/perform
on-site inspection
° quality of materials/quality of

workmanship ° promptness in follow-up on

orders/replacement service

° on-time delivery/on-time service
° promptness in corrective action
° product availability/control of
materials

Materials and equipment

The major materials used by us are concrete, steel reinforcement, cables and switch boards which
are mainly sourced from suppliers in Hong Kong and the PRC but dependent on the required
specification, such suppliers may have sourced their products from overseas. Depending on the
requirements of the project, we may purchase materials and purchase or lease equipment for our use.
In certain cases, we may be responsible instead of our sub-contractors for purchasing materials for
their use. Given that the amount and timing of materials to be ordered during the project
implementation stage is assessed by our project management team on a project-by-project basis
depending on the progress of works and specific requirements of each projects and arrange for
delivery of materials to the project site, we are able to avoid risk of damage while in storage as well

as storage costs. Furthermore, this means we carry no inventories of materials.

Sub-contractors

Reasons for sub-contracting

Due primarily to the cost effectiveness of using sub-contractors instead of maintaining a greater
number of full-time staff, we rely on sub-contractors in completing the works for projects. For the
years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, sub-contracting fees
paid by us amounted to approximately HK$484.4 million, approximately HK$694.7 million and
approximately HK$270.0 million respectively, representing approximately 96.1%, approximately
89.3% and approximately 91.3% respectively of our total cost of sales over the same period. During
the same period, our Group’s largest sub-contractor accounted for approximately 13.6%,
approximately 11.4% and approximately 9.0% of our Group’s total cost of sales and our Group’s five
largest sub-contractors accounted for approximately 42.8%, approximately 29.9% and approximately

30.4% of our Group’s total cost of sales respectively.
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We consider that given the common use of sub-contractors in the industry and the cost
advantages of not maintaining an excess level of permanent staff for one-off projects, we expect to
continue engaging sub-contractors. During the Track Record Period, we did not experience any
difficulty in procuring services from our sub-contractors. So far as our Directors are aware, during the
Track Record Period and up to the Latest Practicable Date, we did not receive any material claims

from our customers in respect of the quality of services performed by our sub-contractors.

Sub-contracting risks

Pursuant to either the contract with our customers or applicable laws, we generally remain liable
to our customers for poor performance by of our sub-contractors. We may also be liable under
applicable safety regulations if our sub-contractors do not ensure that their employees comply fully

with our workplace safety measures.

Additionally, we are also generally liable to any potential employee compensation claims and
personal injuries claims made by the employees of our sub-contractors arising from works injuries as
may happen during the course of the projects where we assign works to such sub-contractor. We have

maintained insurance policies to fully cover personal injuries and third party damages.

During the Track Record Period and up to the Latest Practicable Date, we received certain claims
of the type mentioned and details of which are set out in the paragraphs headed “Litigations and
claims”, “Workplace safety” and “Regulatory compliance” of this section. If the fault is due to the
sub-contractors or their employees, the terms of our contract with sub-contractors generally require
them to indemnify us for the aforementioned liabilities or deduct the relevant amounts from amounts

owed by us for the relevant sub-contracting service under the term of our sub-contract with them.

Management of sub-contractors to minimise risks

Given the above risks, we are careful in selecting and engaging sub-contractors on our list of
approved suppliers and sub-contractors for our projects. We supply our sub-contractors with our safety
manual on workplace safety, organise relevant safety training and have implemented other quality and
workplace safety measures as detailed in the paragraphs headed “Quality management system” and
“Workplace safety” of this section. Our on-site project management team also regularly monitors the
site and we will hold regular meetings with them during the course of a project to discuss major issues
concerning the progress, ensure the quality of their works and compliance with relevant safety and

environmental protection measures by our sub-contractors and their employees.

— 150 —



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

BUSINESS

General terms of contract with sub-contractors

As at the Latest Practicable Date, our Group had a set of standard service contract with
sub-contractors. This standard service contract may be modified to mirror certain terms with our

customers. The material terms of this standard service contract are set out below:

Scope of services, qualifications and project implementation

Based on the needs of the project and resources of our Group, the scope of services,
qualifications to be held by them or their staff and the resources to be allocated are set out in the
contract. Generally, the sub-contracting agreements also contain a clause to the effect that
sub-contractors are required to comply with the relevant main contracts on a back-to-back basis.

Furthermore, we generally require our sub-contractors to follow our directions and guidelines,
our safety manual and compliance with applicable laws and regulations including a prohibition on
engaging illegal workers.

Contract period and termination

There is a contractual period stipulated in the sub-contracts for the sub-contractors. As we are
engaged by our customers on a project-by-project basis, we generally do not include any renewal
clause for contracts with our sub-contractors. We have the right to terminate the sub-contract if, among
others, the sub-contractor (i) has abandoned the sub-contract; (ii) without reasonable cause has failed
to commence the sub-contract works or has failed to proceed with the sub-contract works diligently;
(iii) has failed to comply with the written notices or orders issued by us; or (iv) becomes bankrupt or
goes into liquidation or a petition has been filed for its bankruptcy.

Sub-contract amount payable, security and payment terms

The service fee contract will set out the sub-contract amount payable and the payment terms.
This amount is generally determined after negotiation of the sub-contractor’s fee as estimated by the
sub-contractor for the sub-contracted works. We may be entitled to keep retention monies. The
sub-contract amount payable is generally a fixed price contract sum. Therefore, our sub-contractors
generally bear the risks of cost increases for works sub-contracted to them. If a price adjustment
mechanism is provided by our own customer, we may provide similiar terms to our sub-contractor.

Similar to our terms with our customers, our sub-contractors are generally entitled to apply for
progress payments subject to satisfaction of the works completed.

Insurance and indemnity

We specify in contracts with our sub-contractors whether we or our sub-contractors are
responsible for purchasing (i) employees’ compensation insurance; (ii) contractor all risk insurance;
and (iii) construction liability insurance. In the case we are responsible for purchasing the public
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liability insurance, if the insurer refuses to cover such liability and we are held liable for incident, we
require our sub-contractors to indemnify us for such liability. Additionally, our sub-contractors are
generally responsible for defective services provided by them or their sub-contractors and they must

rectify and/or indemnify us for such defects.
QUALITY MANAGEMENT SYSTEM
Aspects of our quality management system
Our quality management system in Hong Kong is overseen by our project management personnel
and is implemented by our site management teams. Different departments also have their own

particular responsibility regarding different aspects of operations which may affect quality. Our main

quality management measures are set out below:

Main measures Details

Sufficient planning and analysis During the project identification and tender stage, we review
of project requirements at the and record the contractual requirements and performance of
beginning such requirements up to completion to ensure sufficient

planning is made prior to the project implementation stage.

Careful selection of suppliers We maintain a list of approved suppliers and sub-contractors
and sub-contractors and generally only engage those on this list for our projects to
ensure quality of materials and services sub-contracted. We
also make other assessments prior to selection as detailed in
the paragraph headed “Suppliers and sub-contractors —
Criteria for selecting suppliers and sub-contractors” of this
section. Furthermore, we generally discourage our
sub-contractors to further sub-contract their works.

Regular monitoring of service During the project implementation stage, we perform regular
quality and meetings with inspection to ensure sufficient progress of the project and
sub-contractors compliance with our guidelines. We also arrange regular

meetings with our sub-contractors so as to quickly address
material issues including quality issues and ensure sufficient
resources are allocated for completion of the project on

schedule.
Update client on progress and To ensure customer satisfaction, we regularly communicate
receive feedback from client with our customers to keep them informed of the status of the

project as well to get their feedback. We perform follow-up
actions based on their comments and also make note of their
feedback for future reference.
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External audit in Hong Kong of our quality management system

Our quality management system in Hong Kong was first certified in 1997 as being compliant
with the requirements of a predecessor of our current ISO 9001 certification. We are currently in
compliance with the ISO 9001:2008 certification as accredited by the Hong Kong Quality Assurance
Agency (“HKQAA”). According to the regulations of HKQAA, the ISO 9001 certification shall be
renewable (subject to compliance with HKQAA regulations) every three years, and surveillance visits
will be conducted at least once every year of certification. Our Directors confirmed that in its most
recent visits in 2013 and 2014, the HKQAA auditor had not identified any material deficiencies in
relation to workplace safety or regarded any of our corrective measures as ineffective and the findings
of such visits were satisfactory regarding our compliance with the relevant standings.

HKQAA is a non-profit-distributing organisation established by the HK Government in 1989. It
helps industrial and commercial bodies develop quality, environmental, safety, hygiene and social
management systems. HKQAA is recognised by the HK Government to, among other things, operate
the scheme for certifying corporate as having a managing system that complies with the various
applicable standards in order to be certified under the regulations as published by the International
Organisation for Standardisation (ISO)/or other relevant organisations from time to time. According
to the information published by the HK Government, the HKQAA is qualified to grant certification in
respect of, among other things, the standard under ISO 9001:2008.

WORKPLACE SAFETY
Aspects of our safety management system

We are committed to provide a safe and healthy working environment for both our employees and
employees of our sub-contractors and we treat their safety as a matter of the highest priority. We
believe that besides our obligations to our customers and under applicable laws, workplace safety is
important for maintaining our reputation and attracting skilled employees and future business
opportunities. Our safety management system therefore involves not only identification of risks in
different types of works to reduce the risk levels but also to provide information, instruction, training
and supervision to enhance awareness of hazards, safe practices and improve emergency preparedness.

Safety management system in the PRC

Our safety management system in the PRC follows the requirements of the relevant laws and
regulation with certain material provisions set out in the section headed “Regulatory overview - The
PRC - Laws and regulations on the industry - Work safety at construction projects” of this document.
In accordance with Regulation on Work Safety Licences (&&EEFFAIHMHA) and the
Administrative Provisions on the Work Safety Licence of Construction Enterprises &5/ T.{> %%
SRR EEMBIE), our safety management system in the PRC comprises, among others,
education and training programs to our employees in relation to production safety, ensuring
construction site offices, living quarters and workplaces, and personal protection equipment are in
compliance with the relevant requirements of work safety laws, regulations, standards and procedures
as well as control and safety plans for hazards. Based on our safety management system, Beijing
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Chang-de and Shanghai Deson each has a Work Safety Licence* (%247 #F W #5) and the current
versions of which will expire on 7 November 2016 and 5 September 2016 respectively. When we act
as a sub-contractor for fitting-out works in the PRC, we also follow the safety management system of
the main contractor.

Safety management system in Hong Kong
Set out below is a summary of the main aspects of our safety management system in Hong Kong:
Safety manual

We have a detailed safety manual which was first issued in 2001 and which has been updated
over the years. The safety manual is reviewed at least once a year to incorporate best practices or to
address and improve specific areas of our system as part of the continuous improvement of our safety
management system. Our safety manual is distributed and applies to not only our staff but also our
sub-contractors, consultants and materials suppliers.

Specific workplace safety rules and procedures and safety training

We require our employees and our sub-contractors’ employees to understand and follow our
workplace safety rules as set out in our safety manual. Our workplace safety rules identify common
safety and health hazards and the best practices to prevent or at least minimise the impact from such
hazards.

For example, our rules and procedures for working at height provides that, when work cannot be
done safely on a ladder or other temporary staging, a suitable working platform (being a platform with
firm footing and with guardrail around all edges) should be provided to enable workers to complete
the task safely. Furthermore, to prevent dangers of falling objects, safe means of access to and from
the site should be provided. It additionally provides for routine inspection to ensure soundness of such
platforms, the minimum size of the platforms in certain cases and suggestions for alternative
arrangements where certain measures are impractical. Additionally, the safety manual will refer to
relevant laws and regulations as well as relevant code of practices issued by departments of the HK
Government for reference.

As another example, our safety manual covers use of personal protective equipment (such as
safety helmets), the international standards such equipment should comply with and the
responsibilities of our site management team and sub-contractors in enforcement of personal
protective equipment.

Our project manager for each project is responsible for holding a safety induction course for our
employees and our sub-contractor’s employees. He/She is also responsible for establishing in-house
safety rules. Additionally, the safety officer or safety supervisor will periodically conduct safety
training for the workers on site. We generally require all persons working on site to keep safety
training attendance records for our checking.
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Safety committee and site safety committee

We have an established safety committee since 2001, which is responsible for overseeing and
implementing the safety management system in relation to our Hong Kong projects, ensuring the
system in place is in compliance with the relevant health, safety and environmental standards and
considering feedback from employees concerning our current workplace safety measures. Members of
the committee include the acting safety director, safety officer and safety supervisor in charge, who
have the relevant qualifications and industry experiences. The committee meets four times annually
to set performance targets for improvement purposes. The committee will also meet periodically to
seek feedback from site management for purposes of reviewing and assessing safety policies, accident
rates and any non-compliance with applicable laws and regulations as well as providing

recommendations.

Site safety committees are established for individual projects and besides our site management
team, they also comprise of representatives of our sub-contractors and certain representatives of the

site workers.

Clear delineation of responsibility and communication procedures within our Group and with our

sub-contractors

Although our overall safety management system is maintained by our safety department, the
proper implementation of this system relies on our site management teams and our sub-contractors’
representatives responsible for overseeing each individual project. Our safety manual therefore sets
out the communication channels at various corporate levels as well as between our staff and
representatives of our sub-contractors. Additionally, we generally request our sub-contractors’
representative to be one of the safety supervisors with relevant safety supervisor training and at least
two years of experience in safety supervision. Our sub-contractors are required to report to us any
accident or dangerous occurrences involving their employees or their sub-contractors in relation to the
project. Our control strategy for sub-contractors involves a requirement that our sub-contractors
ensure that their own sub-contractors are fully aware of our workplace safety policy and their
sub-contractors take on similar responsibilities as those imposed on our sub-contractors.

To ensure that all relevant staff are aware of our workplace safety policy, our safety manual
clearly sets out the responsibilities of the various parties in our Group as well as third parties like
sub-contractors. For example, during the project implementation stage, our safety officer for the
project will conduct safety drills, tool-box usage talks and training sessions in relation to our in-house
safety rules for our sub-contractors’ employees at regular intervals or wherever is required.

External safety audit

In accordance with relevant regulations in Hong Kong, we will engage an external auditor
generally around every six months to perform an external safety audit and perform an inspection of
required project sites. This safety audit will examine our compliance with our safety plan, the statutory
requirements and contractual requirements as well as physical condition of our sites. For example,
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during an external safety audit in April 2014 for a project in Hong Kong, the registered safety auditor
(the “Safety Auditor”) found no big deviations in our safety management system and based on our
understanding, this report was submitted to the Labour Department of Hong Kong for review. The
Safety Auditor made certain recommendations including that the responsibilities on health and safety
matters for the senior foremen should be better documented as well as certain physical observations
on site (e.g. proper access and closed plank should be provided on bamboo scaffold when work
commences). After the follow-up review, we completed the recommended actions in between April and
May 2014 and submitted a confirmation of adoption of such recommendations to the Labour

Department of Hong Kong as required.

Procedure for handling employee injuries and accidents at work

Injuries are common in the building industry due to the potentially hazardous environment
(working from high or confined spaces) and nature of works and we therefore may be subject to claims
from employees for work-related injuries from time to time. Our administrative department is
responsible for recording details of the claims and handling claims for accidents and injuries from our
site staff. Personnel from this department is also responsible for liaising with the relevant insurance
company, the claimant and in case of more serious claims as considered appropriate by our
management, obtaining advice from our external legal advisers. To ensure proper recording and
handling of such claims, we follow this general procedure for dealings with such claims:

Steps Action
Step 1: Fact findings and Our safety officer on the site will investigate the incident and
follow-up actions conduct necessary fact finding. He will provide a report to the

project manager and administrative department.

Our site management team together with our safety officer or
safety supervisor on the site will consider the necessary
rectification measures for the specific instance and whether
any changes needs to be made to the workplace safety policy
to prevent future incidents.

Step 2: Reporting We will send a work injury report, if it is an employee injury
case, to the relevant government department in accordance
with relevant laws and regulations after the incident comes to
our knowledge.

We will report to the insurance company (and where
necessary include correspondences with the relevant
government department) and where the claim is significant,
consult external legal advisers.

Step 3: Settlement or The settlement of the incidents will be handled by
litigation representatives of the insurance company. If the
representative of the insurance company does not accept the

liability, the matter may be litigated.
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During the Track Record Period and up to the Latest Practicable Date, we settled 16 material
claims in relation to employees’ compensation with an aggregate settlement amount of approximately
HK$2.15 million. As at the Latest Practicable Date, there were 15 material claims being handled by
our insurers or insurers of our main contractors with a majority of which we are not in a position to
assess that quantum. All of these incidents occurred in Hong Kong and did not involve fatalities. For
further details of litigation including the amount and insurance coverage, please refer to the paragraph
headed “Litigations and claims” of this section. Save for the material claims against our Group as
disclosed in the paragraph headed “Litigations and claims” of this section, our Directors are not aware
of any material work-related accidents and injuries from employees or third parties during the Track
Record Period and up to the Latest Practicable Date.

We have taken out insurance in compliance with applicable laws and regulations with a view to
providing sufficient coverage for such work-related injuries for employees and we have not incurred
any material liabilities as a result thereof. As such, these incidents did not and are not expected to have
a material impact on our Group’s operations. For further details of our insurance policies, please refer
to the paragraph headed “Insurance” of this section.

Analysis of accident rate for building construction works

Given the availability of industry data and because our Directors believe that there is a higher
risk of injuries for building construction works in comparison to electrical and mechanical engineering
works and fitting-out works and therefore, the below analysis focuses on our accident rate and
accident frequency rate for building construction works in Hong Kong compared to the accident rate

for the construction industry in Hong Kong during the Track Record Period™N°':

For the year ended
31 March 31 March

2013 2014
Hong Kong
Our Group’s
- accident rate 16.3 41.1
- accident frequency rate 0.55 1.26
Accident rate in construction industry 40.8 Not Yet
available
Notes:

(I)  The accident rates in the construction industry represent the accident rate per 1,000 workers of the construction
industry in Hong Kong in 2013 and is based on Occupational Safety and Health Statistics Bulletin Issue No. 14
issued in July 2014. The statistic bulletin for 2014 has not yet been issued as at the Latest Practicable Date. Our
Group’s accident rate is calculated as the number of accidents during the year divided by the estimated average
monthly number of construction site workers in Hong Kong during the year and then multiplies the result by 1,000.
The average number of construction site workers in Hong Kong includes employees of our Group and our

sub-contractors.
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Our Directors believe that increase in our accident rate from 16.3 to 41.1 was primarily due to two factors. Firstly,
there were a greater number of workers employed generally to service the projects for the year ended 31 March
2014 as compared with 31 March 2013. As there is a shortage of workers in the buildings industry, a portion of
this number includes less experienced workers as compared with older workers which may have resulted in the
increase in minor injuries such as minor cuts to the hand and bruises to the foot from mishandling of tools. The
minor injuries accident number represented at least half of the aggregate accident number for the year ended 31
March 2014. Secondly, there were rushed works necessary to reach practical completion for a certain building
construction project during this period. This project reached practical completion in May 2014 but the rushed
works necessary to reach practical completion for this project combined with a greater number of less experienced
workers may have increased the likelihood of injury during the abovementioned period. Half of the accidents for
the year ended 31 March 2014 occurred during the course of this project. To strengthen our work-place safety
controls during this project, we had arranged regular site safety committee meetings and a special site safety
meeting with our sub-contractors and representatives of the workers to discuss the nature of accidents and ways
to improve the work-safety conditions in the project include more regular monitoring by site safety teams, better
compliance with our safety manual and safety regulation requirements by the workers and additional safety

training where considered necessary.

(2) Our Group’s accident frequency rate is calculated as the number of accidents during the year x 100,000 divided

by the estimated number of man-hours worked.

During the Track Record Period and up to the Latest Practicable Date, our Group (i) did not have
any materials accidents in the PRC; (ii) we did not have any fatalities in construction sites under our
management and supervision; and (iii) to best of our Directors’ knowledge and belief, we also have
not suffered from any removal, suspension, downgrading or demotion of our qualifications or licences
due to accidents or breaches of workplace safety regulations.

Workplace safety breaches involving employees of our sub-contractors

Despite the above workplace safety policies and measures set out above, we may not have
complete control of our sub-contractors and their employees and there is a risk that they may fail to
comply with our workplace policies and measures all the time as disclosed in the section headed “Risk
factors — We may fail to exercise sufficient control over our employees and sub-contractors and

s

therefore fail to prevent accidents and breaches of law.” of this document.

During the Track Record Period and up to the Latest Practicable Date, we were involved in eight
cases for breaches of construction safety regulations. The nature of such breaches were all in regards
to failures to take adequate or reasonable steps in relation to certain safety precautions for employees
of our sub-contractors including a failure to cause them to wear suitable safety helmets while on site,
prevent falling from height of two metres or more, provide suitable and adequate safe access to and
outside the part of the site in which they work and provide and maintain system of work for installing
conduits of the burglar alarm and security system. Our Directors confirmed that none of these cases
resulted in fatalities and all of the relevant projects which these cases related have already been
completed.

As at the Latest Practicable Date, all such construction safety regulation cases were fully settled
by the payment of fines totalling HK$115,000. Although our insurance does not cover such cases, we
believe such breaches are the responsibility of our sub-contractors and the relevant amounts can be
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recovered from our sub-contractors pursuant to the terms of our contracts with such sub-contractors.
It is our practice generally to deduct the fine amount from the relevant amounts owed to them and to
impose an additional fine (either a fixed fee or as a percentage of the fine from such case) on such
sub-contractors as a deterrence and to recover our administrative costs. In relation to the eight settled
construction safety regulation cases, we have deducted a total sum of HK$66,000 (being fines for five
of the settled cases) from the amounts owed to the relevant sub-contractors while one settled case was
paid by our sub-contractor to the relevant authority directly and for the remaining two settled cases
we are arranging for deduction.

Independent internal control adviser’s views

We engaged Baker Tilly Hong Kong Risk Assurance Limited (“Baker Tilly”) in June 2014 to
perform review procedures on our key procedures, systems and controls and to assist the Sponsor in
assessing the adequacy of the internal controls of our Group for among others, compliance with
relevant legal and regulatory requirements. Baker Tilly is in the business of, among others, providing
risk management, internal control and corporate governance advisory services to listed companies and
listing candidates in Hong Kong.

Baker Tilly has conducted four rounds of reviews of our internal control system from 14 July
2014 to 8 August 2014, from the 20 August 2014 to 2 September 2014 and most recently on 24 October
2014 and 1 December 2014. In the course of its review, it (i) reviewed the safety procedures, systems
and controls in place including those set out in the safety manual; and (ii) performed a construction
site visit to verify the implementation of the safety procedures, systems and controls. One of our
Group’s safety procedures reviewed is the monthly inspection by our Group at sites where it is the
responsible contractor and the scope of this inspection includes mosquito prevention. After its reviews
and further considering the circumstances leading to the construction safety regulation cases and the
one public health case (as set out in the paragraph headed “Regulatory compliance” of this section)
against the results of the reviews, Baker Tilly is of the view that our Group’s existing procedures,
systems and controls in regard to industrial safety and mosquito prevention are adequate and effective
for ensuring compliance with the applicable construction safety regulations and public health law.

Directors’ and the Sponsor’s views on internal control measures

Having considered the risks of such claims in the industry, the background leading to the specific
incidents and particularly the responsibilities of the sub-contractors and main contractors, the status
of the cases, Baker Tilly’s views, our Directors are of the view, and the Sponsor concurs, that (i) the
various internal control measures adopted by our Group are adequate and effective; (ii) the incidents
identified do not materially affect the suitability of our Directors to act as directors under Rules 5.01
and 5.02 of the GEM Listing Rules; and (iii) the incidents identified do not materially affect the
suitability for our Company’s listing under Rule 11.06 of the GEM Listing Rules.

ENVIRONMENTAL PROTECTION AND COMPLIANCE
Compliance with environmental laws and regulations

We are environmentally aware and are committed to our corporate responsibility to our society.
Our safety and environmental department are responsible for ensuring environmental compliance and
protection measures are properly implemented for our projects.
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Besides our own corporate responsibility, our Group is required to comply with the laws and
regulations in relation to environmental protection in Hong Kong (including Air Pollution Control
Ordinance, Noise Control Ordinance, Water Pollution Control Ordinance, Waste Disposal Ordinance
and Environmental Impact Assessment Ordinance) and in the PRC (including Environmental
Protection Law of the PRC (13 N RILFIEH B (R7#15), Law of the PRC on Appraising of
Environment Impacts €3 A [ LA B 53 55 % 2257 {5 7% ) and Regulations of Environment Protection
in Construction Projects CEakJH H ERIEIRFE S BLMEH])). For further details, please refer to the
section headed “Regulatory overview” of this document. Possible breach of the aforesaid
environmental laws and regulations may lead to penalty or fine by the relevant government authorities
or even termination of works. Given our substantial experience in the industry and our established
operation workflow which includes preliminary site visits by staff to determine possibly
environmental compliance issues, we have been able to address such environmental compliance issues.
During the Track Record Period and as at the Latest Practicable Date, to the best knowledge of our
Directors, we were in compliance with applicable environmental laws and regulations in all material
respects.

During the Track Record Period, our cost of compliance with applicable environmental laws and
regulations were approximately HK$0.10 million, approximately HK$0.51 million and approximately
HK$0.31 million for the years ended 31 March 2013 and 2014 and the five months ended 31 August
2014 respectively. This cost mainly involves construction waste disposal. We estimate that our annual
cost of compliance for the year ended 31 March 2015 will be less than HK$1 million but will generally
depend on our level of on-going projects.

INSURANCE

We generally have insurance over office employees’ compensation insurance, property, public
liability insurance and good-in-transit insurance. In relation to our projects in Hong Kong and in line
with industry practice, when we serve as main contractor, we will purchase employees’ compensation
insurance, contractor’s all risks insurance and construction liability insurance for the entire project.
The insurance policy generally covers the entire contract period, including the defect liability period
following completion of the project. When we are engaged as a sub-contractor, we generally obtain
insurance cover from the main contractor.

In relation to our employees in the PRC, we will purchase social insurance (fh&fRF#) in
accordance with the laws and regulations of the PRC while for our projects in the PRC, we will
generally purchase the migrant worker construction industry injury insurance* (@%%%Eii@:ﬁ
B#) and construction all risks insurance* (&:2E TFE—VIF) for the project.

Taking into account the industry practice and the insurances purchased by our Group as stated
above, our Directors believe that we have obtained adequate insurance coverage for the operation of
our business.

During the Track Record Period and up to the Latest Practicable Date, the employees’
compensation insurance policies in Hong Kong provide for a maximum limit of liability of up to
HK$200 million per event.
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For the years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, our
total insurances premiums were approximately HK$3.1 million, approximately HK$4.5 million and
approximately HK$3.3 million respectively.

PROPERTIES

As at Latest Practicable Date, we had our owned properties with a total floor area of
approximately 7,854 sq.ft.

Owned properties

As at Latest Practicable Date, we owned the following properties:

Floor Use of the

Address area property
Approx.
sq.ft.
(1) Unit 2—31 on Level 11 and Car Parking Space No. 2,882 Held for
B37 on Basement 2, Block D, Fu Hua Mansion, No. 8 investment
Beida Street, Chaoyangmen, Dongcheng District, purposes.
Beijing, the PRC Currently leased

to an Independent
Third Party.

(i) Flat A on 2nd Floor, Cheung Yick Industrial Building, 4,972 Our Group’s own
No. 12 On Yip Street, Chai Wan, Hong Kong use as storage
area.

The Beijing property (item (i) above) is owned by Beijing Chang-de, a joint venture company
owned as to 70% by our Group and 30% by BCEG, an Independent Third Party as at the Latest
Practicable Date. Any disposal of the Beijing property to the Remaining DDIHL Group would require
consent of BCEG. Given that the Remaining DDIHL Group does not have business operations in
Beijing and to provide flexibility to our Group for future use of the Beijing property, we have decided
to keep this property within our Group after Listing.

Disposed property

During the Track Record Period and up to 20 November 2014, we owned the Nanyang Plaza
Property which is currently the head office and principal place of business in Hong Kong of our Group
and the Remaining DDIHL Group. Given that it will continue to be the head office of our Group and
the Remaining DDIHL Group, for the purposes of the Spin-off, the Nanyang Plaza Property was
allocated to the Remaining DDIHL Group. For this purpose, we sold the aforesaid property to a
member of the Remaining DDIHL Group pursuant to the Reorganisation on 21 November 2014 for a
consideration of HK$131.4 million. The consideration had been determined in accordance with the net
carrying value of the property and on an arm’s length basis, normal commercial terms and in the
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interest of our Company’s then sole shareholder, DDIHL. Such disposal consideration is based on the
carrying value as at 31 August 2014 which is the same as the fair value of the Nanyang Plaza Property.
This is because our Company has adopted revaluation model for the subject property according to
HKAS 16 para 31, where our Company has revalued the Nanyang Plaza Property to fair value as at
31 August 2014 and resulting its net carrying value is the same as its fair value. This consideration
of HK$131.4 million was settled on the basis of a debt of an amount of HK$131.4 million being left
outstanding and owing to Deson Development by Grand On Enterprise Limited.

Accordingly, we do not expect to record a gain or loss from the aforesaid disposal. Please refer
to the section headed “Financial information — Discussion of major statements of financial position
items — Property, plant and equipment” for details of the accounting treatment for the disposal of the
Nanyang Plaza Property. We have leased part of this property for use as our head office as set out in
the below sub-paragraph headed “Leased properties” of this section.

Leased properties
As at the Latest Practicable Date, we had the following leased properties:

Floor Use of the

Location area property Length of lease
Approx.
sq.ft.
(i) Kwun Tong, Kowloon, Hong Kong 2,460 Warehouse 2 years expiring
14 February 2015
(i1) Kwun Tong, Kowloon, Hong Kong 9,500 Head office  Approximately 2

years and 4
months expiring
on 31 March 2017
(iii) Beijing, the PRC 4,721 Office 1 year and 1
month expiring 31
December 2014

(iv) Sichuan Province, the PRC 912 Office 2 years expiring
22 May 2015
(v) Shanghai, the PRC 753 Office Commencing on

the Listing Date
and expiring on
31 March 2017

Save for items (ii) and (v) above, which are leased from subsidiaries of the Remaining DDIHL
Group and the details of which are set out in the section headed ‘‘Connected transactions’ of this
document, all the above properties are leased from Independent Third Parties.

Building order over leased warehouse premise

There is a building order issued by the Building Authority on 11 January 2012 over the entire
building (including leased property (i) above) and addressed to the incorporated owners of the

— 162 —



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

BUSINESS

building. Based on public records and our due diligence, we understand the building order requests
the rectification of dilapidation/defect on the first floor canopy which is on the external wall. We
confirmed it was not due to any fault of our Group and as a tenant on the second floor, such
rectification works are outside our control. We are advised by our Hong Kong Property Legal Advisers
that (i) the landlord as the registered owner of such property, and in common with the other owners
of the building should be responsible for meeting the costs of any work to comply with such building
order; and (ii) the existence of such building order does not affect the terms of our tenancy over the
leased property, as the obligations imposed under the building order generally constitute a financial
obligation on the landlord and the other owners. Our relevant insurer had noted the building order and
confirmed pursuant to a letter dated 25 September 2014 that subject to the relevant terms, conditions
and exclusions of the insurance policies with them, they confirmed that the aforesaid building order
will not affect the validity, coverage of our current insurance policies with them and should not affect
our renewal and/or result in a material insurance in insurance premiums. As at the Latest Practicable
Date, we were not aware of the rectification status concerning the building order even after requesting
such information from the landlord or any relevant terms, conditions and exclusions of the insurance
policies which would materially affect the insurer’s confirmation. Given our Hong Kong Property
Legal Advisers views above in relation to the possible impact of the building order, we intend to

continue leasing the premises.

Non-registration of a lease over Beijing office

In relation to the lease for our Beijing office (leased property (iii) above), our landlord has
relevant title certificates but has failed to register the lease agreement with the relevant PRC
governmental authorities. Despite our request for registration, our landlord has not made such
registration and we are unable to complete the submission without their assistance. We are advised by
our PRC Legal Advisers that, (i) we, as the lessee, may be imposed of a fine between RMB 1,000 and
RMB10,000 according to the laws and regulations; and (ii) that the lack of registration of the leased
properties will not affect the validity and enforceability of the lease agreement. As at the Latest
Practicable Date, we were not aware of any notice of fine by the government authority concerning the
above non-registration and given the advice of our PRC Legal Advisers, we intend to continue leasing
such premise.

Impact of defects

Given the possible impact on our Group based on the above defects as advised by our Hong Kong
Property Legal Advisers and our PRC Legal Advisers, we believe the risk of fines and/or the impact
will be minimal. In relation to the premises for warehouse use, we note that besides the leased
premises, we also own a warehouse with sufficient capacity. As the use for aforesaid two premises
were not of a revenue generating nature, our Directors believe this property is not crucial to our
operations. Furthermore, as our Directors believe that (i) rental rate under the lease agreements for the
aforesaid premises are comparable to the rental rate for leased premises with similar size and in same
vicinity but without defects and Peak Vision Appraisals Limited, the property valuer, concurs with this
view; and (ii) there are alternative and suitable sites, if we are forced to relocate, the estimated costs

and expenses for such relocation will not be material.
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Material property analsysis

As at 31 August 2014, no single property interest forming part of our Group’s property activities
had a carrying amount of 1% or more and no single property interest forming part of our Group’s non
property activities had a carrying amount of 15% or more of our total assets. Thus, this document is
exempted from compliance with the requirements of Rules 8.01 A and 8.01B of the GEM Listing Rules
and the requirements of section 342(1) of the Companies Ordinance (Miscellaneous Provisions) in
relation to paragraph 34(2) of the Third Schedule to the Companies Ordinance (Miscellaneous

Provisions), with respect to the inclusion of a property valuation report in this document.

INTELLECTUAL PROPERTIES

Domain name

We are the registrant of the domain name www.deson-c.com.

Trademarks

As at the Latest Practicable Date, we were applying for registration of our trademarks in Hong
Kong and the PRC. Please refer to the section headed *‘Statutory and general information — B. Further
information about the business of our Company- 2. Summary of intellectual property rights of our
Group - (a) Trademarks” in Appendix IV to this document for further details.

As at the Latest Practicable Date, we were not aware of any material infringements (i) by us of
any intellectual property rights owned by third parties, or (ii) by any third parties of any intellectual
property rights owned by us or we were also not aware of any pending or threatened claims against
us or any of our subsidiaries in relation to the material infringement of any intellectual property rights

of third parties.
EMPLOYEES, MANAGEMENT AND STAFF TRAINING
Employees and management
We had a total of 108, 120 and 142 full-time employees in Hong Kong and the PRC as at 31

March 2013, 31 March 2014 and as at the Latest Practicable Date respectively. The following table

sets out a breakdown of our employees by functions in Hong Kong and the PRC:

As at 31 March As at 31 March As at the Latest

Function 2013 2014 Practicable Date
HK The PRC HK The PRC HK The PRC
Senior management 6 8 6 8 8 7

— 164 —



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

BUSINESS
As at 31 March As at 31 March As at the Latest
Function 2013 2014 Practicable Date
HK The PRC HK The PRC HK The PRC
Project management,
senior safety
personnel and site
staff 35 17 43 16 59 15
Administration,
accounting and
finance 16 12 16 13 18 12
Design engineering 0 14 0 18 2 21
Sub-total 57 51 65 55 87 55
Total: 108 120 142

We generally sub-contract our works to sub-contractors and therefore do not necessarily need to
retain a large number of permanent site staff for our projects.

Strong relationship with employees

Our Directors believe that we maintain a strong working relationship with our employees. We
had not experienced any significant labour disputes with our employees during the Track Record
Period. None of our employees are members of trade unions.

During the Track Record Period, our average monthly staff turnover rates were approximately
0.15%, approximately 0.57% and approximately 2.79% for the years ended 31 March 2013 and 2014
and the five months ended 31 August 2014 respectively, which our Directors believe are relatively low.

Staff training

We believe that continuing education and training for our staff is important in order to maintain
the service quality of our Group. As part of the induction of new employees, they must familiarise
themselves with our safety policy, quality policy, quality manual, quality operating procedure,
technical note and general organisation. We also encourage relevant personnel to attend training
courses to keep up to date with latest developments and best practices in the industry or develop their
management and decision-making abilities to enhance their work performance.

INDUSTRY ASSOCIATIONS

During our long history, we have been a member of various industry associations such as being
a honorary life director of the Hong Kong Electrical Contractors’ Association and regular member of
the Hong Kong Construction Association. We believe our membership in such associations allows us
to keep track of industry news, trends and best practices.
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MAJOR LICENCES, PERMITS AND QUALIFICATIONS

Maintenance and renewal

To ensure that our licences, permits and qualifications are valid, we maintain a list recording
their relevant information including their expiry dates. Our administrative department is generally
responsible for making relevant submissions prior to expiry and checking relevant requirements from
time to time to ensure that we maintain our licences, permits and qualifications. If there are material
changes in such requirements, our administrative staff are also responsible for informing our senior
management in case where substantial steps are required to be undertaken. As confirmed by our
Directors, our Group has obtained all material licences, permits and approvals required for carrying
on its business activities during the Track Record Period and up to the Latest Practicable Date.

The following table sets forth details of some of our major licences, permits and qualifications:

Date of grant

Granting Example of the scope of current
Name authority Holder of works permitted version Expiry date Contract value
A. Hong Kong
Registered General Buildings Deson building construction, 24/06/2014 22/09/2017 No limit
Building Contractor ~ Department Development alterations and additions
for buildings
Registered Specialist Buildings Deson foundation works 02/04/2012 25/04/2015 No limit
Contractor Department Development
(foundation works
category)
Registered Minor Works  Buildings Deson minor works such as 11/04/2014 11/04/2017 No limit
Contractor (Class I, ~ Department Engineering repair works, alteration
II and III) and addition works,
demolition, signboard,
drainage works, finishes
works and works
relating to structures for
amenities of buildings
based on the
specifications set out in
the Minor Works
Regulation
Registered Electrical Electrical and Kenworth works in relation to the  14/03/2013 31/05/2016 N/A
Contractor Mechanical Engineering installation,
Services commissioning,
Department inspection, testing,

maintenance,
modification or repair
of a low voltage or high
voltage fixed electrical
installation
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Name

Registered Fire Service
Installation
Contractor
(Class 1, 2 and 3)

Registered Minor Works
Contractors (Type E
works relating to
structures for
amenities) (Class IIT)

Registered Specialist
Contractor
(ventilation works
category)

Approved contractors
for public works —
Building category
(Group C)
(Confirmed)

Approved Suppliers of
Materials and
Specialist
Contractors for
Public Works -
Turn-key Interior
Design and
Fitting-out Works
(Group II)

Contractors for
Fitting-out/
Renovation Works

Contractors for
Repair/Maintenance
Works

Granting
authority

Fire Services
Department

Buildings
Department

Buildings
Department

Works Branch
Development
Bureau

Works Branch
Development
Bureau

Urban Renewal
Authority

Urban Renewal
Authority

Holder

Kenworth
Engineering
(Note 1)

Kenworth
Engineering

Kenworth
Engineering

Deson
Development

Deson
Development

Deson
Development

Deson
Development

Date of grant
of current
version

Example of the scope
of works permitted

works in relation to 10/03/2006
installation,
maintenance, inspection
and repair of fire
service installations or
equipment

works involving 13/12/2011
erection, alteration,
strengthening or
removal of any
supporting structure for
an air-conditioning unit,
water cooling tower,
solar water heating
systems and
photovoltaic systems
based on the
specifications set out in
the Minor Works
Regulation

all ventilating system 06/11/2012
works to which the
Building (Ventilating
Systems) Regulations
(Chapter 123] of the
laws of Hong Kong)
apply

public works involving  25/04/2006
building construction,

alterations and additions

of buildings

public works involving  12/05/2004
interior design and

fitting-out works

fitting out and 2/08/2010

renovation works

repair and maintenance  2/08/2010

works
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Expiry date Contract value

N/A N/A
11/11/2014 N/A

(Note 2)

01/01/2016 N/A

N/A Contract of any

value exceeding
HKS$185 million

N/A No limit and
eligible to be
awarded more
than one
contract at any
one time

N/A Value of works
not exceeding
HK$1.5 million

N/A Value of works
not exceeding
HK$1.5 million
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Name

Approved Suppliers of
Materials and
Specialist
Contractors for
Public Works
- Air-Conditioning
Installation (Group
1I)

- Fire Services
Installation (Group
1)

- Electrical
Installation (Group
11I)

B. The PRC

Grade I Professional
Contractor of
Construction and
Renovation Works*
(ARSI de i 72
HERATH)

Grade A Professional
Interior Design* (&
AL T2 B R
L)

Grade II Professional
Construction,
Renovation and
Fitting-out
Contractor
Certificate* (@i%%
(L35 AR € 0]
A

Note:

Granting
authority

Works Branch
Development
Bureau

Ministry of
Housing and
Urban-Rural
Development of
the PRC (14
INGE S R
A 2 b

Ministry of
Housing and
Urban-Rural
Development of
the PRC (1%
AR
A 2 E)

Shanghai Urban
Construction
and
Communications
Commission (I
T A A A
TR

Holder

Kenworth
Engineering

Beijing
Chang-de

Beijing
Chang-de

Shanghai Deson

Example of the scope
of works permitted

public works involving
air-conditioning
installation, fire
services installation and
electrical installation
respectively

fitting-out and
renovation works in a
project for interior and
exterior of buildings
(excluding building
curtain wall engineering
works) and building
construction works

interior design works
including serving as

main contractor and

related management

services

fitting-out and
renovation works in a
project for interior and
exterior of buildings
(excluding building
curtain wall engineering
works)

Date of grant
of current
version

On or before
2/01/1986,
9/12/1983, and
9/12/1983
respectively

08/06/2011

20/01/2014

29/09/2014

Expiry date

N/A

08/06/2016

20/01/2019

25/09/2019

Contract value

Contracts/sub-
contracts of
unlimited value

No limit

N/A

Contract of any
value not
exceeding
RMB12 million

(1) Only individuals instead of companies are registered as a Registered Fire Service Installation Contractor (Class 3). As

at the Latest Practicable Date, one of our employees was a Registered Fire Service Installation Contractor (Class 3) as

recognised by the Fire Services Department of Hong Kong.

(2)  As at the Latest Practicable Date, we were in the process of renewing this. Pursuant to a letter dated 6 October 2014,

the Buildings Department confirmed that in accordance with section 14(3) of the Minor Works Regulation, our

registration continues to be in force after the expiry date until it makes a final decision on our registration renewal

application.
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We have applied to be registered as a Specialist Contractor (site formation works category) in
March 2014 with the Buildings Department and we received a letter dated 4 November 2014 from the
Buildings Department approving, among others, the registration of Deson Development as a Specialist
Contractor (site formation works category). However, as at the Latest Practicable Date, we have yet
to receive the formal certificate of registration.

Through our subsidiary, Deson Macau, we had engaged in non-residential fitting-out works in
Macau on an ad-hoc basis during the Track Record Period, where the works were carried out through
sub-contractors. Furthermore, Deson Macau does not have any office, commercial establishment and
employees in Macau. Therefore, according to our legal advisers as to Macau law, no licences were
required for our Group to carry out our business in Macau or other requirements which need to be
satisfied under work safety or regarding labour law.

Qualifications for projects

For certain types of works, the tender issued by customers in the public sector may require the
main contractor and in certain cases also the sub-contractor to have specific licences, permits and
qualifications for that type of work such as being on a certain List of Approved Suppliers of Materials
and Specialist Contractors for Public Works or List of Approved Contractors for Public Works.

Customers from the private sector may also have such requirement. However with such
customer’s consent and based on the sub-contracting arrangements, this qualification may be satisfied
by the main contractor or other sub-contractors involved in the project.

LITIGATIONS AND CLAIMS

Overview

According to the Industry Report, accidents are not uncommon in our industry. During the Track
Record Period and as at the Latest Practicable Date, in the ordinary course of our Group’s business,
we have been or are involved in a number of employees’ compensation claims and two personal injury
claims against our Group, either in the capacity as main contractor or sub-contractor, mostly arisen
due to personal injuries suffered by employees of our sub-contractors in accidents during the course
of their employment for our Group’s projects. None of the claims are related to any disputes with our
customers. During the Track Record Period and up to the Latest Practicable Date, our Group was not
involved in any personal injury claims which arose due to personal injuries of our employees or
employees of our sub-contractors during their course of employment for our Group’s projects except
for two personal injury claims. Our Directors are of the view that occurrence of personal injuries is
not uncommon in the industry. All of the outstanding claims are being handled by our Group’s or our
main contractor’s insurance companies. Our Directors believe that such claims (both employees’
compensation claims and personal injury claims) are well covered by insurance and would not result
in any material impact on the financial position or results and operations of our Group.

Prior to the Latest Practicable Date, there were 36 incidents which gave rise or may give rise to

potential employees’ compensation claims and personal injury claims during the Track Record Period
and up to the Latest Practicable Date. As at the Latest Practicable Date, among the claims which arose
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from the 36 incidents, 16 employees’ compensation claims were settled and 13 employees’
compensation claims were outstanding. There were seven potential employee’s compensation claims
from the incidents. Among those 36 incidents, two incidents has turned into personal injury claims and
are outstanding and the remaining incidents have the possibility of turning into personal injuries
claims against us under common law.

Among those 36 incidents, five incidents arose out of injuries suffered as a result of slipping on
grounds, five incidents arose out of falling from height, six incidents arose out of improper manual
handling, 13 incidents arose out of careless use of hand tools and equipment and the remaining seven
incidents arose out of other causes.

To the best knowledge of our Directors, all injured persons have suffered insignificant bodily
injuries and, all claims have no material financial and operation impact on our Group. The time limit
for an injured person to commence legal proceedings for an employee’s compensation claim is two
years from the date of the relevant incident, while the time limit for a personal injury claim against
us under common law is three years from the date of the relevant incident.

I. Employees’ compensation claims against our Group settled (whether by way of court
judgment or award or settlement) during the Track Record Period and up to the Latest
Practicable Date

There were 16 settled employees’ compensation claims against our Group during the Track
Record Period and as at the Latest Practicable Date, of which the total amount settled were
approximately HK$2.15 million and was fully covered by insurance.

II. Outstanding employees’ compensation claims and personal injury claims against our
Group as at the Latest Practicable Date

The table below summarises the 13 outstanding employees’ compensation claims and two
outstanding personal injury claims against our Group as at the Latest Practicable Date.

Covered by
insurance or
Number of recovered from

Category of claims claims sub-contractors

Employees’ compensation claims for which the injured 11 All the claims are
persons have filed Form 2 but are still on sick leave covered by
for their injuries or their cases are under insurance
investigation (Note 1)

Employees’ compensation claims for which the injured two All the claims are
persons have commenced legal proceedings against covered by
our Group (Note 2) insurance

Personal injury claims (Note 3) two All the claims are

covered by

insurance
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Note:

According to section 15 of the Employees’ Compensation Ordinance, an employer must notify the Commissioner
for Labour of any accident by submitting a Form 2. As such injured persons have not yet filed claims with
particulars and the claims, when filed, will be handled by solicitors appointed by the insurers, we are not in the

position to assess the likely quantum of such potential claims.

Among the two claims, the proceedings for one claim were commenced because of disagreement on the daily
wages rate assessed by the relevant insurer. For the other claim, the proceedings were commenced because of
disagreement on the assessment of the Employees” Compensation (Ordinary Assessment) Board of the Labour
Department. As at the Latest Practicable Date, based on the information provided by the insurers, the insurers
estimated that the amount payable to the plaintiffs under the claims would be approximately HK$0.75 million and
HK$1 million respectively.

Among the two claims, based on the statement of damages of the plaintiff in one of these claims, the amount being
claimed is HK$391,496.20, after deduction of credit given to the advance payment made under the relevant settled
employees’ compensation claim of HK$449,055.60. For the other claim, based on public search, we noted that a
writ was filed with the court and we received a letter notifying us on the intended claim but as at the Latest

Practicable Date, no writ nor statement of claims was served against our Group nor, to the best of our knowledge,

against our insurers. Therefore, we are not in a position to assess the likely quantum of such claim.

All the above 13 outstanding employee compensation claims and two outstanding personal injury

claims were in relation to employees of our sub-contractors, our Group was joined as a defendant in

the capacity as a main contractor or a nominate sub-contractor, except for one claim which was in

relation to our employee where our Group was a sub-contractor in the project and both our Group and

our main contractor were joined as a defendant. The table below sets out the nature of the accidents.

Nature of accident Number of claims

Slipping on grounds

Falling from height

Improper manual handling

Careless use of hand tools and equipment
Other causes (Note)

Total

Note:

[ T NS R AN VS

The two claims arose due to (i) knee injury from hitting of manholes; and (ii) knee injury due to loss of balance

in the stairs respectively.

To the best knowledge of our Directors, all injured persons under these claims have suffered

insignificant bodily injuries. During the Track Record Period and up to the Latest Practicable Date,

our Group or our main contractors are required under the Employees’ Compensation Ordinance to take

out and had taken out a compulsory insurance policy in Hong Kong to provide for a liability under

such claim of not less than HK$200 million per event. Therefore, all such claims (including

employees’ compensation claims and personal injury claims) are expected to be fully covered by the

insurance policies either maintained by our Group or our main contractors.
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III. Potential personal injuries claims against our Group under common law as at the Latest
Practicable Date

As at the Latest Practicable Date, among the 36 incidents, there were 34 incidents of which the
relevant personal injuries claims against us under the common law had not been commenced and
therefore those incidents have the possibility of turning into personal injuries claims under common
law against our Group. Since the injured persons have not yet filed claims with particulars and the
claims, when filed, will be handled by solicitors appointed by the insurers of our Group or insurers
of our main contractors, we are not in a position to assess the likely quantum of such potential claims.
All such potential claims are fully covered by insurance either maintained by our Group or our main
contractors. During the Track Record Period and up to the Latest Practicable Date, our Group had not

encountered any dispute on liability from our insurers.

IV. Employees’ compensation claims and personal injury claims against our main
contractors where our Group was involved in our capacity as a sub-contractor as at the
Latest Practicable Date

Among the 36 incidents, there were seven incidents where our Group was involved in our
capacity as a sub-contractor of which work was carried out through our sub-contractors and where the
injured persons were employees of our sub-contractors and have filed their employees’ compensation
claims against the relevant main contractors in the projects. As at the Latest Practicable Date, no
employees’ compensation claims or personal injury claims has been commenced against our Group.
In the event that the injured persons have succeeded in their claims against the relevant main
contractors, those injured persons are not entitled to seek double compensation from our Group. To
the best knowledge of our Directors, all injured persons under these seven incidents have suffered
insignificant bodily injuries. As the claims were filed against the relevant main contractors and were
covered by insurance maintained by those main contractors. Therefore, our Directors believe that our

Group’s exposure to any liability arising from such claims is remote.

All claims including employees’ compensation claims and personal injury claims (whether
outstanding, settled or potential) relating to the 36 incidents are covered by insurance either
maintained by our Group or our main contractors and are handled by insurers. During the Track Record
Period and up to the Latest Practicable Date, in accordance with the Employees’ Compensation
Ordinance, our Group or our main contractors took out insurance policies with a maximum limit of
liability of HK$200 million per accident or event in respect of the liability in relation to accidents or
a series of accidents arising out of and in relation to work related injuries. Pursuant to the requirement
of the Employees’ Compensation Ordinance, among others, the HK$200 million limit of liability per
accident or event taken out under the insurance policies of our Group or our main contractors for each
project is irrespective of the number of employees and the number of sites on which construction work
is performed. Save for the aforesaid maximum limit of HK$200 million per accident or event, our
Directors confirmed that they are not aware of any other monetary cap or excess conditions on the
claims imposed under the insurance policies maintained by our Group or our main contractors. During
the Track Record Period and up to the Latest Practicable Date, our Group had not encountered any

difficulties in making claims from our insurers or encountered any dispute on liability from our
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insurers and had not incurred any residual liabilities not covered by the insurance arising from any
employees’ compensation claims and personal injury claims. Taking into account the industry practice,
our Directors believe that we have obtained adequate insurance coverage for the operation of our

business.

During the Track Record Period and up to the Latest Practicable Date, our Group did not incur
legal expenses since legal expenses associated with the employees’ compensation claims (including
the personal injury claims) are covered by our Group’s insurance policies or recovered from our
sub-contractors. Other than disclosed above, there was one incident where the injured person was an
employee of the landlord of a site in which our Group was the sub-contractor. As at the Latest
Practicable Date, based on public search, a writ in relation to a personal injury action was filed with
the court and our Group was joined as a defendant together with the landlord and the main contractor
of the site. As at the Latest Practicable Date, no writ nor statement of claims was served against our
Group nor, to the best of our knowledge, against our insurers. Therefore, we are not in a position to
assess the likely quantum of such claim. In any event, any claims are covered by insurance maintained
by our main contractor. As at the Latest Practicable Date, no legal expenses have been incurred for
such incident.

Save as disclosed above and in the paragraphs headed “Litigations and claims”, “Workplace
safety” and “Regulatory compliance” of this section, our Directors confirmed that there are no other
outstanding, settled, pending or threatened litigations, proceedings or claims which are material as at
the Latest Practicable Date, or the outcome of which we believe might, individually or taken as a
whole materially and adversely affect our business, operations or financial condition.

REGULATORY COMPLIANCE

After the Track Record Period and up to the Latest Practicable Date, we were involved in one
case for breach of sections 27(3) and 150 of the Public Health and Municipal Services Ordinance
(Chapter 132 of the Laws of Hong Kong) due to larvae of mosquitoes found on a building under
construction of which we were the appointed contractor. To rectify the breach, we had arranged for
the relevant sub-contractor to pump out the stagnant pool of water and spray mosquito oil.

As at the Latest Practicable Date, this public health case was fully settled by the payment of a
fine of HK$1,500.

Save as disclosed above and in the paragraph headed “Business - Workplace safety - Workplace
safety breaches involving employees of our sub-contractors” of this section, our Directors confirmed
that our Group did not have any non-compliance incidents which are either material impact
non-compliance or a systematic non-compliance during the Track Record Period and up to the Latest
Practicable Date.

COMPETITION

Please refer to the section headed “Industry overview” of this document for further details.
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You should read the following discussion and analysis of our financial conditions and results
of operations in conjunction with our combined financial statenments included in the Accountants’
Report, which has been prepared in accordance with HKFRSs, as set out in Appendix I to this
document, and the unaudited pro forma financial information included in Appendix II to this
document, in each case together with the accompanying notes.

The following discussion contains forward-looking statements that involve risks and
uncertainties. Our actual results and the timing of selected events could differ materially from
those anticipated in these forward-looking statements that involve risks and uncertainties. Our
actual results and timing of selected events could differ materially from those anticipated in these
forward-looking statements as a result of various factors, including those set forth under the
section headed “Risk factors’ and elsewhere in this document.

OVERVIEW

We are principally engaged as a contractor in the building industry operating in Hong Kong and
the PRC. We serve our clients through our main office in Hong Kong and the PRC offices in Beijing
and Shanghai. We may also provide limited ad-hoc services to our customers in other geographic
markets from time to time where feasible. For the years ended 31 March 2013 and 2014 and the five
months ended 31 August 2014, the revenues derived from Hong Kong were approximately HK$391.2
million, approximately HK$644.8 million, and approximately HK$246.9 million respectively,
representing approximately 72.4%, approximately 78.1%, and approximately 77.6% of our total
revenue, whilst our revenue derived from the PRC were approximately HK$149.1 million,
approximately HK$158.3 million, and approximately HK$69.1 million respectively, representing
approximately 27.6%, approximately 19.2% and approximately 21.7% of our total revenue. As a
contractor, we provide one-stop comprehensive services with the following three major types of
services: (a) building construction works; (b) electrical and mechanical engineering works; and (c)

alterations, addition, renovation, refurbishment and fitting-out works.

BASIS OF PRESENTATION

The combined statements of profit or loss, combined statements of comprehensive income,
combined statements of changes in equity and combined statements of cash flows of our Group for the
Track Record Period, and the combined statements of financial position of our Group as at 31 March
2013 and 2014 and 31 August 2014, prepared on the basis of presentation set out in note 2.1 of Section
IT as included in the Accountants’ Report in Appendix I to this document. Our Directors have prepared
the combined financial statements of our Group (the “Underlying Financial Statements”) in
accordance with the HKFRSs, which include all Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and Interpretations issued by the HKICPA. The Underlying
Financial Statements for the years ended 31 March 2013 and 2014 and the five months ended 31
August 2014 were audited in accordance with Hong Kong Standards on Auditing issued by the
HKICPA.
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Pursuant to the Reorganisation, our Company became the holding company of the companies now
comprising our Group subsequent to the end of the Track Record Period. The companies now
comprising our Group were under the common control of DDIHL before and after the Reorganisation.
Accordingly, the financial statements have been prepared on a combined basis by applying the
principles of merger accounting as if the Reorganisation had been completed at the beginning of the
Track Record Period.

For the purpose of preparing the financial statements, the related financial information of
businesses and operations historically not associated with the Construction and Engineering
Contracting Business of our Group has been excluded from the financial statements throughout the
Track Record Period as such businesses and operations are distinct and identifiable businesses, which
operated autonomously and were retained by the Remaining DDIHL Group pursuant to the

Reorganisation.

Although the business operations of our Group have been carried out substantially independent
from the businesses of the Remaining DDIHL Group, the operating subsidiaries of our Group were an
integral material part of the DDIHL Group before the Spin-off. There are some costs which were
shared between our Group and the Remaining DDIHL Group such as property management fees, rates
levied on property, insurance, depreciation, staff training, salaries for some back office staff members
(including but not limited to human resources department and administration department) and other
miscellaneous office expenses. Pursuant to the Reorganisation and the Spin-off, the relevant shared
cost of approximately HK$5.0 million and approximately HK$5.1 million for the years ended 31
March 2013 and 2014 was no longer borne by our Group accordingly. For the five-month period ended
31 August 2014, additional shared cost of HK$0.3 million which mainly relating to the salary of Mr.
Keung Kwok Cheung, our executive Director, who was also the executive director of DDIHL, was
borne by our Group. The above significant change was because our Group begins to discontinue
paying salaries for certain staff of DDIHL Group starting from April 2014. Upon Listing, the salary
for Mr. Keung Kwok Cheung will be borne by our Group. Allocation of these expenses between our
Group and the Remaining DDIHL Group have been made on the basis which the Directors considered
fair and reasonable and represented the contributions of the relevant expenses to our Group and the
Remaining DDIHL Group.

After Listing, our Company will not share the said costs as our Group and the Remaining DDIHL
Group will pay for their own cost. As such, the historical level of related expenses of our Group as
stated in the financial statements set out in the Accountant’s Report included in Appendix I to this
document for the Track Record Period may not indicate the future potential expenses that our Group
may incur in the future after Listing. Please refer to the section headed “Risk factors — Our historical

2

expenses may not be indicative of our expenses after the Spin-off.” of this document for further

information.

The combined statements of profit or loss, combined statements of other comprehensive income,
combined statements of changes in equity and combined statements of cash flows of our Group for the
Track Record Period include the results and cash flows of Construction and Engineering Contracting

Business from the earliest date presented or since the date when the subsidiaries first came under the
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common control of the controlling shareholder, where this is a shorter period. The combined
statements of financial position of the Group as at 31 March 2013 and 2014 and 31 August 2014 have
been prepared to present the assets and liabilities of the construction business using the existing
carrying values from the controlling shareholder’s perspective.

Equity interests in companies now comprising the Group held by parties other than DDIHL and
changes therein prior to the Reorganisation are presented as non-controlling interests in equity. All
intra-group transactions and balances have been eliminated on combination.

The financial statements have been prepared under the historical cost convention, except for
leasehold land and buildings classified as property, plant and equipment, and investment properties
which have been measured at fair value. Non-current asset classified as held for sale are stated at the
lower of their carrying amounts and fair values less costs to sell as further explained in the Note 2.4
of Section II as included in the Accountants’ Report in Appendix I to this document. The financial
information is presented in Hong Kong dollars and all values are rounded to the nearest thousand
except when otherwise indicated.

FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Economic condition of Hong Kong and the PRC

Our business depends on the economic and market condition of Hong Kong and the PRC. For the
years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, the revenues derived
from Hong Kong were approximately HK$391.2 million, approximately HK$644.8 million and
approximately HK$246.9 million respectively, representing approximately 72.4%, approximately
78.1% and approximately 77.6% of our total revenue, whilst our revenue derived from the PRC were
approximately HK$149.1 million, approximately HK$158.3 million and approximately HK$69.1
million respectively, representing approximately 27.6%, approximately 19.2% and approximately
21.7% of our total revenue. Any adverse change in the economic condition in Hong Kong and the PRC,
such as economic downturn or credit crisis, may affect our customers leading to reduction in the
demand for our service and/or affecting the ability to settle our outstanding bills, and hence affect our
profit.

Pricing for our services including under variation orders

We generally fix our service fee when we submit our tender or quotation. Once the tender or
quotation is agreed with our customers, we can only adjust our service fee in certain circumstances
as stipulated in the contracts such as request by the customer for additional services or changes in
specifications under variation orders. Pricing of the variation orders is usually set out as valuation of
contractor’s work in our contracts with customers. As set out in such contracts, if the work relating
to the variation order is of similar conditions and does not substantially change its work quantity, same
rates as the original contract are applied for such work. Otherwise, if it involves an increase in scope
of work or where the work is not the same or not of similar character to any work under the contract,
such work is valued at fair rates. The final fee for the variation orders is therefore determined upon
negotiations with our customers in accordance with our contract terms.
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Dispute in the percentage of work done is generally resolved with customers during the process
of inspection by customer and its agent. Revenue for variation orders is then recognised based on the
percentage of completion and the mutually agreed certified amount of work done indicated in the

payment certificate with progress billing.

Variation orders may require additional material purchases or sub-contracting services from third
parties, which lead to our negotiations with our suppliers. During our preparation of tender or
quotation and before accepting a variation order, our management prepares a cost budget based on the
quotations from our sub-contractors and suppliers. During the process of cost budget preparation, our
management has been cautious in selecting our sub-contractors based on their experience so as to
ensure the cost budget matches the quotation or cost of the variation order, thereby arriving at the
desired profit margin. Our management also reviews the cost budget and compares it with the actual
amount incurred. Generally, the duration of variation orders is relatively short and therefore cost can
be estimated reliably given the material cost and quotations of suppliers are more up to-date and tend
to remain stable within this relatively shorter contract period. As a result, profit margin of variation

orders can be estimated more reliably.

Nevertheless, there may be cost overrun resulting from inaccurate estimation of costs, increase
in costs of materials and wages of our workers, change in the regulatory requirements, disputes with
sub-contractors, labour disputes as well as accidents and other unforeseen problems. If we are unable
to keep our costs within our original estimates, or the price adjustment mechanisms are not provided,
or we are not able to fully cover the increase in costs during the project, our business operations,

financial results and profitability may be adversely affected.

Competition

Our revenues were mainly derived from some key customers during the Track Record Period.
During the Track Record Period, contracts with all of our top five customers were obtained through
competitive tendering. Our success rates for tender were approximately 31%, approximately 28% and
approximately 17% for the years ended 31 March 2013 and 2014 and the five months ended 31 August
2014 respectively. Our Directors believe that our success rates for tender decreased during the Track
Record Period mainly due to our tenders being more expensive than our competitors. We have adopted
a strategy to raise our tender price as we have reached the optimum capacity in 2014 in servicing our
on-going projects. On the other hand, we have continued to submit for new tenders in order to maintain
a good relationship with customers after receiving an invitation for tender from the customers. As a
result, there was no significant reduction in the number of tenders submitted during this period. For
the years ended 31 March 2013 and 2014 and the five months ended 31 August 2014, our top five
customers accounted for approximately 52.8%, approximately 54.4% and approximately 56.8% of our
total revenue respectively while our largest customer accounted for approximately 13.6%,
approximately 15.0% and approximately 28.1% of the our total revenue respectively. There is no
guarantee that in the future, we will be eligible for such tenders or succeed in maintaining comparable

tender success rates.
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Due to the large number of competitors, we face significant downward pricing pressure thereby
reducing our profit margins. If we cannot adapt effectively to market conditions and customer
preferences or otherwise fail to provide a competitive bid as compared to our competitors, our services
may not be attractive to customers and our profitability may be materially and adversely affected. Our
competitors may also adopt aggressive pricing policies or develop relationships with our customers in
a manner that could significantly harm our ability to secure contracts.

Requisite licences, permits or qualifications

As at the Latest Practicable Date, we had a variety of licences and permits for various types of
works in Hong Kong and the PRC and are on various lists of approved contractors to perform public
works in Hong Kong including those detailed in the section headed “Business — Major licences,
permits and qualifications” of this document. Some of these major licences, permits or qualifications
have an expiry date, the earliest expiry date is for Kenworth Engineering’s qualification as a
Registered Minor Work Contractor (Type E works relating to structures for amenities) which expired
on 11 November 2014 but is in the process of renewal. There is no assurance that we can renew the
aforesaid in a timely manner or if we try to renew them, we will succeed. If we are unable to renew
or otherwise maintain our licences, permits or qualifications, we may not be able to obtain certain new
projects and our financial position and prospects would be materially and adversely affected.

Our financial position and results of operations is also affected by a number of other factors as
set out in the section headed “Risk factors” of this document.

CRITICAL ACCOUNTING POLICIES AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

We have identified certain accounting policies that are significant to the preparation of our
financial statements. Our significant accounting policies, which are important for an understanding of
our financial condition and results of operations, are set forth in detail in Note 2.4 of Section II as
included in the Accountants’ Report in Appendix I to this document. In the application of the Group’s
accounting policies, we are required to make judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily apparent from other sources.

The preparation of the Group’s financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that could require a
material adjustment to the carrying amounts of the assets or liabilities affected in the future.

Revenue recognition

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

(a) from construction contracts, on the percentage of completion basis, as further explained in
the accounting policy for “Construction contracts” below;
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(b) rental income, on a time proportion basis over the lease terms;

(c) interestincome, on an accrual basis using the effective interest method by applying the rate
that discounts the estimated future cash receipts over the expected life of the financial
instrument to the net carrying amount of the financial asset; and

(d) management fee income, when the services are rendered.

Construction contracts

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

Revenue from fixed price construction contracts is recognised on the percentage of completion
method, measured by reference to the proportion of costs incurred to date to the estimated total cost
of the relevant contract.

Revenue from cost plus construction contracts is recognised on the percentage of completion
method, by reference to the recoverable costs incurred during the period plus the related fee earned,
measured by the proportion of costs incurred to date to the estimated total cost of the relevant contract.

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

Borrowing costs

Borrowing costs directly attributable to the acquisition or construction of qualifying assets, i.e.,
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. The capitalisation of such borrowing costs ceases when
the assets are substantially ready for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs capitalised. All other borrowing costs are expensed in the period
in which they are incurred. Borrowing costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.

Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost or valuation less accumulated depreciation and
any impairment losses. When an item of property, plant and equipment is classified as held for sale

or when it is part of a disposal group classified as held for sale, it is not depreciated and is accounted
for in accordance with HKFRS 5, as further explained in the accounting policy for “Non-current assets
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and disposal groups held for sale”. The cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing the asset to its working condition and
location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation,
such as repairs and maintenance, is normally charged to the statement of profit or loss in the period
in which it is incurred. In situations where the recognition criteria are satisfied, the expenditure for
a major inspection is capitalised in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required to be replaced at intervals, the Group
recognises such parts as individual assets with specific useful lives and depreciates them accordingly.

Valuations are performed frequently enough to ensure that the fair value of a revalued asset does
not differ materially from its carrying amount. Changes in the values of property, plant and equipment
are dealt with as movements in the property revaluation reserve. If the total of this reserve is
insufficient to cover a deficit, on an individual asset basis, the excess of the deficit is charged to the
statement of profit or loss. Any subsequent revaluation surplus is credited to the statement of profit
or loss to the extent of the deficit previously charged. An annual transfer from the property revaluation
reserve to retained profits is made for the difference between the depreciation based on the revalued
carrying amount of an asset and the depreciation based on the asset’s original cost. On disposal of a
revalued asset, the relevant portion of the property revaluation reserve realised in respect of previous
valuations is transferred to retained profits as a movement in reserves.

Depreciation is calculated on the straight-line basis or reducing balance basis to write off the cost
or valuation of each item of property, plant and equipment to its residual value over its estimated
useful life. The principal annual rates used for this purpose are as follows:

Leasehold land and buildings Over the remaining lease terms
Leasehold improvements Over the remaining lease terms
Furniture and fixtures 15% on the reducing balance basis
Office equipment 15% on the reducing balance basis
Tools and equipment 15% on the reducing balance basis
Motor vehicles 15% on the reducing balance basis

Where parts of an item of property, plant and equipment have different useful lives, the cost or
valuation of that item is allocated on a reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation methods are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is
derecognised upon disposal or when no future economic benefits are expected from its use or disposal.
Any gain or loss on disposal or retirement recognised in the statement of profit or loss in the year the
asset is derecognised is the difference between the net sales proceeds and the carrying amount of the
relevant asset.
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Non-current assets and disposal groups held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amounts
will be recovered principally through a sales transaction rather than through continuing use. For this
to be the case, the asset or disposal group must be available for immediate sale in its present condition
subject only to terms that are usual and customary for the sale of such assets or disposal groups and
its sale must be highly probable. All assets and liabilities of a subsidiary classified as a disposal group
are reclassified as held for sale regardless of whether the Group retains a non-controlling interest in
its former subsidiary after the sale.

Non-current assets and disposal groups (other than investment properties and financial assets)
classified as held for sale are measured at the lower of their carrying amounts and fair values less costs
to sell. Property, plant and equipment and intangible assets classified as held for sale are not
depreciated or amortised.

Investment properties

Investment properties are interests in land and buildings held to earn rental income and/or for
capital appreciation, rather than for use in the production or supply of goods or services or for
administrative purposes; or for sale in the ordinary course of business. Such properties are measured
initially at cost, including transaction costs. Subsequent to initial recognition, investment properties
are stated at fair value, which reflects market conditions at the end of the reporting period.

Gains or losses arising from changes in the fair values of investment properties are included in
the statement of profit or loss in the year in which they arise.

Any gains or losses on the retirement or disposal of an investment property are recognised in the
statement of profit or loss in the year of the retirement or disposal.

If a property occupied by the Group as an owner-occupied property becomes an investment
property, the Group accounts for such property in accordance with the policy stated under “Property,
plant and equipment and depreciation” up to the date of change in use, and any difference at that date
between the carrying amount and the fair value of the property is accounted for as a revaluation in
accordance with the policy stated under “Property, plant and equipment and depreciation” above.

Income tax

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

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

— 181 —



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

FINANCIAL INFORMATION

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

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

° when the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the

transaction, affects neither the accounting profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated with investments in subsidiaries,
when the timing of the reversal of the temporary differences can be controlled and it is

probable that the temporary differences will not reverse in the foreseeable future.

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

the carryforward of unused tax credits and unused tax losses can be utilised, except:

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

or loss; and

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

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

to be recovered.

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

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

entity and the same taxation authority.
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Judgements

In the process of applying the Group’s accounting policies, management has made the following
judgements, apart from those involving estimations, which have the most significant effect on the

amounts recognised in the financial statements:

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases. The Group has determined, based on an
evaluation of the terms and conditions of the arrangements, that it retains all the significant risks and

rewards of ownership of these properties which are leased out on operating leases.

Classification between investment properties and owner-occupied properties

The Group determines whether a property qualifies as an investment property, and has developed
criteria in making that judgement. Investment property is a property held to earn rentals or for capital
appreciation or both. Therefore, the Group considers whether a property generates cash flows largely
independently of the other assets held by the Group.

Some properties comprise a portion that is held to earn rentals or for capital appreciation and
another portion that is held for use in the production or supply of goods or services or for
administrative purposes. If these portions could be sold separately (or leased out separately under a
finance lease), the Group accounts for the portions separately. If the portions could not be sold
separately, the property is an investment property only if an insignificant portion is held for use in the

production or supply of goods or services or for administrative purposes.

Judgement is made on an individual property basis to determine whether ancillary services are

so significant that a property does not qualify as an investment property.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next financial year, are described below.

Estimates regarding the realisability of deferred tax assets

Estimating the amount for deferred tax assets arising from tax losses requires a process that
involves determining appropriate provisions for taxation, forecasting future years’ taxable income and
assessing the ability to utilise tax benefits through future taxable profits. Significant management
judgement is required to determine the amount of deferred tax assets that can be recognised, based

upon the likely timing and level of future taxable profits together with future tax planning strategies.
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Useful lives and impairment of property, plant and equipment

The Group determines the useful lives and related depreciation charges for its property, plant and
equipment based on the historical experience of the actual useful lives of property, plant and
equipment of similar nature and functions. The estimated useful lives could change significantly as a

result of technical innovations and competitor actions in response to severe industry cycles.

Management will increase the depreciation charge where useful lives are less than previously
estimated, or it will write off or write down technically obsolete or non-strategic assets that have been
abandoned. Actual economic lives of property, plant and equipment may differ from estimated useful
lives. Periodic review could result in a change in depreciable lives and therefore depreciation in the
future periods.

Impairment of accounts receivable

Impairment of accounts receivable is made based on assessment of the recoverability of
receivables due from customers. The identification of impairment requires management judgement and
estimates. Where the actual outcome or expectation in future is different from the original estimate,
such differences will impact on the carrying value of the receivables and impairment losses/reversal

of impairment losses in the period in which such estimate has been changed.
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RESULTS OF OPERATIONS

The tables below sets out the combined statements of profit or loss and other comprehensive

income of our Group for the Track Record Period:

For the year ended For the five months
31 March ended 31 August
2013 2014 2013 2014
HK$’000 HK$’000 HK$’000 HK$’000
(Unaudited)
REVENUE 540,226 825,379 283,215 318,179
Cost of sales (504,142)  (778,333)  (265,579)  (295,805)
Gross profit 36,084 47,046 17,636 22,374
Other income 8,822 12,287 2,890 1,289
Fair value gain on investment properties 1,353 635 — 125
Administrative expenses (35,620) (39,468) (14,228) (16,392)
Other operating expenses, net (149) (118) — (284)
Finance costs (56) (22) 2) (39)
PROFIT BEFORE TAX 10,434 20,360 6,296 7,073
Income tax expense (3,160) (4,408) (1,134) (1,990)
PROFIT FOR THE YEAR/PERIOD 7,274 15,952 5,162 5,083
Attributable to:

Owners of the Company 7,620 15,946 5,674 4,612
Non-controlling interests (346) 6 (512) 471
7,274 15,952 5,162 5,083
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OTHER COMPREHENSIVE INCOME

Other comprehensive income to be
reclassified to profit or loss in
subsequent periods:

Exchange differences on translation of
foreign operations

Other comprehensive income not to be
reclassified to profit or loss in
subsequent periods:

Surplus on revaluation of leasehold land
and buildings

Income tax effect

Net other comprehensive income not to
be reclassified to profit or loss in
subsequent periods

OTHER COMPREHENSIVE INCOME
FOR THE YEAR/PERIOD, NET OF
TAX

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR/PERIOD

Attributable to:

Owners of the Company

Non-controlling interests

For the year ended

For the five months

31 March ended 31 August
2013 2014 2013 2014
HK$’000 HK$°000 HK$’000 HK$’000
(Unaudited)

267 (55) 548 345
47,292 10,944 — 8,374
(7,803) (1,806) — (1,382)
39,489 9,138 — 6,992
39,756 9,083 548 7,337
47,030 25,035 5,710 12,420
47,345 25,029 6,116 11,892

(315) 6 (406) 528
47,030 25,035 5,710 12,420
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DISCUSSION ON MAJOR ITEMS OF THE COMBINED STATEMENTS OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

Revenue

We are principally engaged as a contractor in the building industry operating in Hong Kong and
the PRC. Our revenue for the Track Record Period was generated from the following three major types
of services: (a) building construction works; (b) electrical and mechanical engineering works; and (c)
alterations, addition, renovation, refurbishment and fitting-out works. The following table sets out a

breakdown of our total revenue during the Track Record Period according to our three major types of

services:
For the five months
For the year ended 31 March ended 31 August
2013
2013 2014 (Unaudited) 2014
HK$’000 % HK$’000 % HK$’ 000 % HK$’000 %
Building
construction
works 135,982 25.2% 235,084 28.5% 50,356 17.8% 117,300 36.8%
Electrical and
mechanical
engineering
works 160,544 29.7% 270,691 32.8% 112,758 39.8% 65,102 20.5%
Fitting-out works 243,700 45.1% 319,604 38.7% 120,101 42.4% 135,777 42.7%
Total 540,226 100.0% 825,379 100.0% 283,215 100.0% 318,179 100.0%

For the year ended 31 March 2014, our revenue was approximately HK$825.4 million,
representing an increase of approximately HK$285.2 million or approximately 52.8% from
approximately HK$540.2 million for the year ended 31 March 2013. For the year ended 31 March
2014, we completed more contracts with a higher aggregate contract sum comparing to that of the

corresponding period.

For the five months ended 31 August 2014, our revenue was approximately HK$318.2 million,
representing an increase of approximately HK$35.0 million or approximately 12.3% from
approximately HK$283.2 million for the five months ended 31 August 2013. This was mainly because
we had completed more contracts with a higher aggregate contract sum comparing to that of the
corresponding period. In particular, our revenue from building construction works increased by
approximately HK$66.9 million or approximately 132.9% from approximately HK$50.4 million for
the five months ended 31 August 2013.
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In building construction works, our main responsibilities consist of (i) overall building
construction including foundation works, addition and alteration works and project management; (ii)
supply or procure the supply of materials and where necessary, engagement of sub-contractors; (iii)
ensure the works are in accordance with the contract specification and customer’s requirements; and
(iv) liaise with various professional parties to ensure the project is on schedule. Our revenue from
building construction works was approximately 25.2%, approximately 28.5% and approximately
36.8% respectively of our total revenue for the years ended 31 March 2013 and 2014 and the five
months ended 31 August 2014.

As a main contractor or a sub-contractor for electrical and mechanical engineering works, we
involve in electrical services, air-conditioning, heating and ventilation engineering services and fire
services. Our revenue from electrical and mechanical engineering works was approximately 29.7%,
approximately 32.8% and approximately 20.5% respectively of our total revenue for the years ended
31 March 2013 and 2014 and the five months ended 31 August 2014.

As a main contractor or a sub-contractor for alterations, addition, renovation, refurbishment and
fitting-out works in Hong Kong and the PRC, our main responsibilities consist of construction works
involving (i) interior decorative and modification, removal or installation of furniture, fixtures and
equipment works; (ii) minor works; (iii) changes in external facade works; and (iv) repair and
maintenance works. Our revenue from fitting-out works was approximately 45.1%, approximately
38.7% and approximately 42.7% respectively of our total revenue for the years ended 31 March 2013
and 2014 and the five months ended 31 August 2014.

Cost of sales

Cost of sales consists principally of (i) sub-contracting fees paid to our sub-contractors for
completed projects (based on the practical completion date) or progress payments; (ii) raw material
costs such as concrete, steel reinforcement, cables and switch boards; and (iii) administration fee such
as direct labour costs, insurance costs and maintenance costs. Set out below is a breakdown of our cost
of sales during the Track Record Period:

For the five months

For the year ended 31 March ended 31 August
2013
2013 2014 (Unaudited) 2014

HK$°000 % HK$’000 % HK$’000 % HK$’000 %
Sub-contracting

fees 484,365 96.1% 694,686 89.3% 232,480 87.5% 270,012 91.3%

Raw material costs 6,420 1.3% 65,590 8.4% 23,641 8.9% 14,843 5.0%
Administration

fees 13,357 2.6% 18,057 2.3% 9,458 3.6% 10,950 3.7%

504,142 100.0% 778,333 100.0% 265,579 100.0% 295,805 100.0%
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Hypothetical sensitivity analysis

Hypothetical sensitivity analysis on salaries, wages and other benefits

A hypothetical sensitivity analysis on the approximate impact of 5% and 10% changes in

employee benefit expense less amount capitalised with other variables remain constant, on our profit

after tax and equity during the Track Record Period is illustrated below:

Increase/(decrease) in profit after tax and equity

Employee benefit expense
(Less: Amount capitalised)
Increase 5%

Decrease 5%

Increase 10%

Decrease 10%

For the year ended

31 March
2013 2014
HK$’000 HK$’000
(762.2) (935.8)
762.2 935.8
(1,524.4) (1,871.7)
1,524.4 1,871.7

Hypothetical sensitivity analysis on gross profit margin

For the five months ended

31 August
2013 2014
HKS$’000 HK$’000
(346.9) (282.8)
346.9 282.8
(693.7) (565.6)
693.7 565.6

A hypothetical sensitivity analysis on the approximate impact of 0.25% and 0.5% changes in our

gross profit margin with other variables remain constant, on our profit after tax and equity during the

Track Record Period is illustrated below:

Increase/(decrease) in profit after tax and equity

Gross profit margin
Decrease 0.25%
Increase 0.25%
Decrease 0.5%
Increase 0.5%

For the year ended

For the five months ended

31 March
2013 2014
HK$’000 HK$’000
(941.5) (1,616.7)
941.5 1,616.7
(1,883.1) (3,233.4)
1,883.1 3,233.4

— 189 —

31 August
2013 2014
HKS$’000 HKS$’000
(580.5) (571.6)
580.5 571.6
(1,161.0) (1,143.3)
1,161.0 1,143.3



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

FINANCIAL INFORMATION

Gross profit and gross profit margin

Set out below is a breakdown of our gross profit and gross profit margin by our three major types

of services during the Track Record Period:

For the five months

For the year ended 31 March ended 31 August
2013
2013 2014 (Unaudited) 2014
Gross Gross Gross Gross
Gross profit Gross profit Gross profit Gross profit
profit margin profit margin profit margin profit margin
HK$’000 % HK$' 000 % HK$’000 % HK$'000 %

Building construction
works 7,576 5.6% 10,435 4.4% 1,067 2.1% 9,625 8.2%

Electrical and

mechanical
engineering works 10,147 6.3% 11,125 4.1% 4,660 4.1% 2,180 3.3%
Fitting-out works 18,361 7.5% 25,486 8.0% 11,909 9.9% 10,569 7.8%

36,084 6.7% 47,046 5.7% 17,636 6.2% 22,374 7.0%

Our gross profit was approximately HK$36.1 million and approximately HK$47.0 million
respectively, resulting in gross profit margin of approximately 6.7% and approximately 5.7%
respectively for the years ended 31 March 2013 and 2014. Such a decrease in our gross profit margin
was mainly because some of our projects were still in early phase that the works performed have not
reached a stage that considered to be reliably estimate as at 31 March 2014, where we only had
recognised revenue up to the amount of contract cost incurred to date of approximately HK$55.7
million, representing approximately 6.8% of our total revenue for the year ended 31 March 2014 and
had not recognised any attributable profit for the year ended 31 March 2014. Such projects included
a building construction project at Stubbs Road, Hong Kong and an alteration and addition works for
a residential project at South Bay Road, Hong Kong were still in early phase that the works performed
have not reached a stage that considered to be reliably estimate as at 31 March 2014, where we only
had recognised approximately HK$45.8 million of the contract cost incurred to date as revenue,
representing approximately 5.5% of our total revenue for the year ended 31 March 2014 and no
attributable profit had been recognised. As a result, our gross profit margin for the year ended 31

March 2014 decreased accordingly as compared to the corresponding year.

Our gross profit was approximately HK$17.6 million and approximately HK$22.4 million
respectively, resulting in gross profit margin of approximately 6.2% and approximately 7.0%
respectively for the five months ended 31 August 2013 and 2014. Such an increase in our gross profit
margin for the five months ended 31 August 2014 was mainly because more attributable profit had
been recognised after the abovementioned projects at Stubbs Road and South Bay Road, Hong Kong

reaching a stage that the works performed can be measured reliably.
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Analysis on revenue and gross profit margin by major types of services
Building construction works

For the year ended 31 March 2014, our revenue from building construction works was
approximately HK$235.1 million, representing an increase of approximately HK$99.1 million or
approximately 72.9% from approximately HK$136.0 million for the year ended 31 March 2013. For
the same period, our gross profit margin from building construction works decreased from
approximately 5.6% to approximately 4.4%.

For the year ended 31 March 2014, the increase in our revenue from building construction works
was mainly attributable to the increase in revenue from our two existing projects, which included
approximately HK$52.9 million for an alteration and additions works and approximately HK$29.4
million for being the main contractor for re-development of a 21-storey industrial building. The
decrease in our gross profit margin from building construction works was mainly attributable to the
increase in sub-contracting fee and work progress.

Revenue from fixed price construction contracts is recognised on the percentage of completion
method, measured by reference to the proportion of work done performed by us and certified by
relevant professionals. For the projects with works performed have not reached a stage that considered
to be reliably estimated, no attributable gross profit would be recognised as alternations in budgets
may be resulted from the actual site conditions and customers and/or main contractors’ requirements.
In practice, our Directors consider whether the project works can be measured reliably for revenue
recognition after the actual field work commences and/or agree with customer(s) on the scope of
works. Also, management has to estimate and alter the budgets after considering the current and
expected material and labour costs. Accordingly, profit attributable to a project is only recognised
upon the project reaches a stage that is considered to be reliably estimated. As some of our large
projects was still in early phase as at 31 March 2014, we only recorded the contract cost incurred to
date as revenue. As a result, our gross profit margin from building construction works decreased
accordingly.

For the five months ended 31 August 2014, our revenue from building construction works was
approximately HK$117.3 million, representing an increase of approximately HK$66.9 million or
approximately 132.9% from approximately HK$50.4 million for the five months ended 31 August
2013. For the same period, our gross profit margin from building construction works increased from
approximately 2.1% to approximately 8.2%.

For the five months ended 31 August 2014, the increase in our revenue from building
construction works was mainly attributable to the revenue from our two new projects, which included
approximately HK$67.0 million from a project at Stubbs Road, Hong Kong and approximately
HK$10.9 million from a residential project at South Bay Road, Hong Kong . The increase in our gross
profit margin from building construction works was mainly because more gross profit had been
recognised after reaching a stage that the works performed can be measured reliably for (i) the
residential project in South Bay Road, Hong Kong, which contributed gross profit of approximately
HK$1.3 million; and (ii) the residential project at Stubbs Road, Hong Kong, which contributed gross
profit of approximately HK$4.8 million.
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Electrical and mechanical engineering works

For the year ended 31 March 2014, our revenue from electrical and mechanical engineering
works was approximately HK$270.7 million, representing an increase of approximately HK$110.1
million or approximately 68.6% from approximately HK$160.5 million for the year ended 31 March
2013. For the same period, our gross profit margin from electrical and mechanical engineering works
decreased from approximately 6.3% to approximately 4.1%.

The increase in our revenue from electrical and mechanical engineering works was mainly
attributable to (i) a new electrical and mechanical engineering works project in a university in Sai
Kung, Hong Kong which contribute revenue of approximately HK$55.1 million; and (ii) increased in
percentage of completion in other projects.

The decrease in our gross profit margin from electrical and mechanical engineering works was
mainly attributable to final settlement of some projects for the year ended 31 March 2013.
Over-estimated costs of sales of those projects were reversed of approximately HK$2.0 million after
this final settlement for the year ended 31 March 2013 which boost the gross profit margin of that year.

For the five months ended 31 August 2014, our revenue from electrical and mechanical
engineering works was approximately HK$65.1 million, representing a decrease of approximately
HK$47.7 million or approximately 42.3% from approximately HK$112.8 million for the five months
ended 31 August 2013. Such decrease was mainly attributable to two of our projects, which were in
the final stage of completion, resulting a lower amount of revenue being recognised comparing to that
of the corresponding period. For the same period, our gross profit margin from electrical and
mechanical engineering works decreased from approximately 4.1% to approximately 3.3%. Such
decrease was mainly because a building service project in Kwun Tong, Hong Kong was still at the
early stage as at 31 August 2014, where we only recognised approximately HK$6.1 million of the
revenue, representing approximately 9.4% of our total revenue for the five months ended 31 August
2014 and no attributable gross profit had be recognised. As a result, our gross profit margin from
electrical and mechanical engineering works for the five months ended 31 August 2014 decreased
accordingly as compared to the corresponding period.

Fitting-out works

For the year ended 31 March 2014, our revenue from fitting-out works was approximately
HK$319.6 million, representing an increase of approximately HK$75.9 million or approximately
31.1% from approximately HK$243.7 million for the year ended 31 March 2013. For the same period,
our gross profit margin from fitting-out works increased from approximately 7.5% to approximately
8.0%.

The increase in our revenue from fitting-out works was mainly attributable to (i) increased
revenue from two fitting-out works projects for new shops of luxury brands in Hong Kong of
approximately HK$32.8 million; (ii) ad-hoc services provided in Macau of approximately HK$22.2
million; and (iii) revenue from our subsidiaries in the PRC of approximately HK$9.3 million from
some fitting-out works projects for new shops of luxury brands in the PRC.
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The increase in our gross profit margin from fitting-out works was mainly attributable to fitting
out work projects for new shops of luxury brands we handled for the year ended 31 March 2014. Based
on our proven track records, we are able to seek a higher profit margin from our customers who placed
quality in higher priority, such as retailer and distributor of luxury brands. The increase in revenue of
the projects for some retailer and distributor of luxury brands we managed during the period increased

our gross profit margin.

For the five months ended 31 August 2014, our revenue from fitting-out works was
approximately HK$135.8 million, representing an increase of approximately HK$15.7 million or
approximately 13.1% from approximately HK$120.1 million for the five months ended 31 August
2013. Such increase was mainly attributable to a new fitting-out works project for a new retail shop
in Yuen Long, Hong Kong of approximately HK$23.5 million. For the same period, our gross profit
margin from fitting-out works decreased from approximately 9.9% to approximately 7.8%. Such
decrease was mainly attributable to the decrease in gross profit from our fitting out works in the PRC
of approximately HK$7.5 million, mainly because we have less fitting-out works projects for new
shops of luxury brands in the PRC for the five months ended 31 August 2014 as compared to the
corresponding period.

Analysis on revenue and gross profit margin by private sector and public sector

For the year ended 31 March For the five months ended 31 August
2013 2014 2013 2014
Gross Gross Gross Gross
Gross profit Gross profit Gross profit Gross profit
Revenue profit  margin Revenue profit  margin Revenue profit  margin Revenue profit  margin
HK$’000 HK$’000 % HK$'000 HK$'000 % HK$'000 HK$'000 % HK$'000 HK$'000 %
Private sector 425,414 32,240 7.6% 689,254 42,766 6.2% 257,036 16,667 6.5% 296,967 21,957 7.4%

Public sector (Note) 114,812 3,844 3.4% 136,125 4,280 3.1% 26,179 969 3.7% 21,212 417 2.0%

540,226 36,084 6.7% 825,379 47,046 5.7% 283,215 17,636 6.2% 318,179 22,374 7.0%

Note: For the purpose of this calculation, public sector customers include semi-government entities such as Hong Kong

authorities with substantial government investment or influence.

During the Track Record Period, we have customers from the private sector in Hong Kong and
the PRC as well as the public sector in Hong Kong. For details of composition of customers from the
private sector and the public sector, please refer to the section headed “Business - Customers -
Customers” of this document. Despite our revenue from the private sector increased by approximately
62.0%, from approximately HK$425.4 million for the year ended 31 March 2013 to approximately
HK$689.3 million for the year ended 31 March 2014, our cost of sales increased by a slightly higher
proportion, which resulted a lower gross profit margin of approximately 6.2% for the year ended 31
March 2014 compared to approximately 7.6% for the year ended 31 March 2013. The increase in our
cost of sales was mainly due to the increase in sub-contracting fee paid for the year ended 31 March
2014. The increase in sub-contracting fee reflected the increase in labour cost and material cost

incurred by sub-contractors during the period.
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For the five months ended 31 August 2014, our revenue from private sector was approximately
HK$297.0 million, representing an increase of approximately HK$40.0 million or approximately
15.6% from approximately HK$257.0 million for the five months ended 31 August 2013. For the same
period, our gross profit margin from private sector increased from approximately 6.5% to
approximately 7.4%. The increase in our revenue from private sector was mainly attributable to the
increase in revenue from our two major projects, which included a project amounted to (i)
approximately HK$67.0 million for a residential project at Stubbs Road, Hong Kong; and (ii)
approximately HK$10.9 million for a residential project at South Bay Road, Hong Kong respectively
for the five months ended 31 August 2014. The increase in our gross profit margin from private Sector
for the five months ended 31 August 2014 was mainly because more attributable profit had been
recognised after reaching a stage that the works performed can be measured reliably for the above

mentioned projects at Stubbs Road and South Bay Road, Hong Kong.

Our revenue for the public sector for the year ended 31 March 2014 was approximately
HK$136.1 million, representing an increase of approximately 18.6% from approximately HK$114.8
million for the year ended 31 March 2013. With the price adjustment mechanism from our customers
from the public sector, which generally allow for adjustment by us with reference to certain price
indices such as the index for the average daily wages of workers and the index for the average
wholesale prices of selected materials, our gross profit margin for public sector remained stable at
approximately 3.4% and approximately 3.1% for the years ended 31 March 2013 and 2014. For details
on the price adjustment mechanism, please refer to the section headed “Business — Customers —

General terms of contracts with customers — Payment terms and progress payment” of this document.

For the five months ended 31 August 2014, our revenue from public sector was approximately
HK$21.2 million, representing a decrease of approximately HK$5.0 million or approximately 19.1%
from approximately HK$26.2 million for the five months ended 31 August 2013. The decrease in our
revenue from public sector was mainly attributable to the decrease in revenue from our three existing
projects, which included approximately HK$2.4 million for a fitting outing works project for a
government building, approximately HK$1.8 million for an electrical and mechanical engineering
works project for a community center in Kwun Tong, Hong Kong, and approximately HK$ 1.6 million

for an air-condition replacement works project for a control point in Lo Wu, Hong Kong.

For the same period, our gross profit margin from public sector decreased from approximately
3.7% to approximately 2.0%. The decrease is mainly because some of our projects related to the
department of the HK Government responsible for electrical and mechanical services were still in
early phase that works performed have not reached a stage that considered to be reliably estimate as
at 31 August 2014, where we only had recognised revenue up to the amount of contract cost incurred

to date and had not recognised any attributable profit.

— 194 —



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

FINANCIAL INFORMATION

Analysis on revenue by geographical segments

Set out below is a summary of our revenue during the Track Record Period by geographic region:

For the five months ended

For the year ended 31 March 31 August
2013 2014 2013 2014
(Unaudited)
HK$’000 % HK$’ 000 % HK$’000 % HK$’ 000 %
Hong Kong 391,168  72.4% 644,825 78.1% 190,523  67.3% 246,938  77.6%
The PRC 149,058 27.6% 158,331 19.2% 80,769  28.5% 69,083 21.7%
Macau — — 22,223 2.7% 11,923 4.2% 2,158 0.7%

540,226 100.0% 825,379 100.0% 283,215 100.0% 318,179 100.0%

Revenue from Hong Kong

For the year ended 31 March 2014, our revenue from Hong Kong operations was approximately
HK$644.8 million, representing an increase of approximately HK$253.7 million or approximately
64.8% from approximately HK$391.2 million for the year ended 31 March 2013. As approximately
78.1% of our revenue derived from Hong Kong, the fluctuation of revenue was in line with the
fluctuation of the total revenue. For the five months ended 31 August 2014, our revenue from Hong
Kong operations was approximately HK$246.9 million, representing an increase of approximately
HK$56.4 million or approximately 29.6% from approximately HK$190.5 million for the five months
ended 31 August 2013. As approximately 77.6% of our revenue derived from Hong Kong, the

fluctuation of was in line with fluctuation of our total revenue.

Revenue from the PRC

For the year ended 31 March 2014, our revenue from the PRC operations was approximately
HK$158.3 million, representing an increase of approximately HK$9.3 million or approximately 6.2%
from approximately HK$149.1 million for the year ended 31 March 2013, which was mainly
attributable to more fitting out projects in the PRC and some fitting-out works projects for new shops
of luxury brands in the PRC. For the five months ended 31 August 2014, our revenue from the PRC
operations was approximately HK$69.1 million, representing a decrease of approximately HK$11.7
million or approximately 14.5% from approximately HK$80.8 million for the five months ended 31
August 2013. Such decrease was mainly attributable to the decrease in revenue from our fitting-out
works in the PRC of approximately HK$32.8 million, mainly because we have less fitting-out works

projects for new shops of luxury brands in the PRC.
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Revenue from Macau

For the year ended 31 March 2014, our revenue from Macau operations was approximately
HK$22.2 million, representing approximately 2.7% of the total revenue for the year ended 31 March
2014. From time to time, we may assist our existing customers with minor works services in Macau
through our subsidiary Deson Macau. We provided limited ad-hoc services to one customer in Macau
from time to time for fitting-out works and began recognising profit for the Macau project for the year
ended 31 March 2014. For the five months ended 31 August 2014, our revenue from Macau operations
was approximately HK$2.2 million, representing a decrease of approximately HK$9.8 million or
approximately 81.9% from approximately HK$11.9 million for the five months ended 31 August 2013.
Such decrease was mainly because we had performed the final stage of work for the Macau project
during the five months ended 31 August 2014, which most of the work had been completed during the
year ended 31 March 2014.

Other income

An analysis of the Group’s other income and gains is as follows:

For the year For the five months
ended 31 March ended 31 August
2013 2014 2013 2014

(Unaudited)

HKS$’000 HKS$’000 HKS$’000 HK$’000

Bank interest income 177 192 49 170
Management fee income from the

Remaining DDIHL Group 5,394 5,644 2,091 181
Management fee income from other

parties 1,528 512 274 23
Gross rental income 822 907 332 409
Reversal of accrued charges and account

payables (Note 1) 592 4,197 — —
Bank interest rebate (Note 2) — 5 5 —
Charges to sub-contractors (Note 3) 287 822 132 495
Workers’ insurance claim refund and tax

administration charges refund 22 8 7 11

8,822 12,287 2,890 1,289

Notes:

(I)  Represented the reversal of unclaimed liabilities for construction projects after the final account had been issued.

(2)  Bank interest rebate was generated from utilisation of bank facility for project financing of our Construction and

Engineering Contracting Business and it is therefore generated from our ordinary course of business.
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(3)  Represented the interest charges, handling charges, penalty charges related to construction projects, which is
recurring and trading in nature. The interest charge to sub-contractors for the purchase of the raw materials on
behalf of the sub-contractors was specified in a separate formal notice to the relevant sub-contractors after each

time of the application by the sub-contractors. Our Directors consider this arrangement is an industry norm.

Other income mainly comprises bank interest income, management fee income, gross rental
income and others. Other income was approximately HK$12.3 million for the year ended 31 March
2014, representing an increase of approximately HK$3.4 million or approximately 39.3% from
approximately HK$8.8 million for the year ended 31 March 2013 mainly attributable to the reversal
of accrued charges. These accrued charges were derived from the reversal of unclaimed liabilities.
Contract revenue generally comprises the agreed contract amount and variation orders and estimated
claims and incentive payments. Revenue from fixed price construction contracts is recognised based
on the percentage of completion, measured by reference to the proportion of costs incurred to date to
the estimated total cost of the relevant contract. Certain claims and reimbursable costs from variation
orders specified in the construction contract however can only be ascertained after verification by the

customers and issuance of the final account agreed between the parties.

Interest from sub-contractors is the interest charged to sub-contractors for the purchase of raw
materials on behalf of the sub-contractors. Besides, we also charge (i) penalty fees to our
sub-contractors in the event of non-compliance with rules set by our Group (including but not limited
to safety rules) by their staff at our project site; and (ii) handling charges to our sub-contractors for
development of films and purchase of raw materials. Our Directors consider these other income is in
our ordinary course of business and is recurring in nature after Listing. For the year ended 31 March
2014, we have one-off reversal of unclaimed liabilities of approximately HK$4.2 million. Those
unclaimed liabilities were long outstanding amount due to the sub-contractors where our Directors
considered that the probability of settlement was remote.

Although the business operations of our Group have been carried out substantially independent
from the other businesses of the Remaining DDIHL Group before the Spin-off, one of our subsidiaries,
Deson Development, had a treasury function for the whole DDIHL Group, which included obtaining
bank facilities, providing financing for the group companies, making payments and centralising idle
cash for investment purposes. Before the Spin-off, our Group therefore paid salaries of certain staff
of certain entities in the DDIHL Group, who solely worked for the Remaining DDIHL Group and not
related to any administrative services. As such staff was employed under the employment contracts of
our Group, we therefore incurred their salary as expenses of our Group and the relevant amount was
correspondingly reimbursed from and charged to the Remaining DDIHL Group as a management fee
income of our Group. From August 2014 onwards, new employment contracts were entered into
between these staff directly with the companies of the Remaining DDIHL Group. Accordingly, salary
expense of these staff will no longer be incurred and no management fee income will be received by
our Group. For the financial reporting purposes prior to the Spin-off, the financial statements of the
companies comprising our Group and the Remaining DDIHL Group were consolidated in the financial
statement of the DDIHL Group and therefore such arrangement had no impact on the consolidated
financial statement of the DDIHL Group. As such salaries expenses incurred were matched with the
management fee income from the Remaining DDIHL Group on a dollar-to-dollar basis, the
Accountants’ Report included in Appendix I to this document therefore properly reflected the
transaction substance as well as financial disclosure of our Group.
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The aggregate management fee income was approximately HK$6.2 million for the year ended 31
March 2014, representing a slight decrease of approximately HK$0.7 million from approximately
HK$6.9 million for the year ended 31 March 2013. Correspondingly, approximately HK$4.8 million
and approximately HK$5.1 million were incurred as salaries expenses for the years ended 31 March
2013 and 2014 respectively. Such salaries were related to employees who solely worked for the
Remaining DDHIL Group, which included (i) one employee for property development business; (ii)
16 employees for trading of medical equipment business; and (iii) three employees for trading of home
securities and automated products. The remaining amount of approximately HK$2.1 million and
approximately HK$1.1 million for the years ended 31 March 2013 and 2014 respectively were mainly
the management fees charged to (i) subsidiaries of the Remaining DDIHL Group of approximately
HK$0.6 million and approximately HK$0.6 million and a company of Mr. Tjia of approximately
HK$0.1 million and approximately HK$0.1 million for certain administrative support services such as
cleaning services, receptionist services and information technology support services; and (ii) one of
our sub-contractors, who is an Independent Third Party of approximately HK$1.5 million and
approximately HK$0.4 million. The management fee income and the related administrative support
expenses from the subsidiaries of the Remaining DDIHL Group and a company of Mr. Tjia for the
administrative support services was not generated/incurred from our ordinary and usual course of
business, there was no agreement to govern such arrangement and such administrative support
expenses would be incurred irrespective of whether such management fee income was earned. Such
arrangement had been terminated since early August 2014 and end October 2014 respectively our
Group will no longer receive management fees income from the Remaining DDIHL Group and a
company of Mr. Tjia thereafter. Meanwhile, the management fee income and the relevant expense from
one of our sub-contractors, which were related to payment of staff payroll in respect of one of our
fitting-out work projects on behalf of the sub-contractor amounted to approximately HK$1.5 million
and approximately HK$0.4 million respectively for the years ended 31 March 2013 and 2014, were
also not generated/or incurred from our ordinary and usual course of business. Pursuant to the
agreement with this sub-contractor, we were entitled with the consent of such sub-contractor to enter
into services agreements with the employees on its behalf to carry out the sub-contracted works. Such
staff was employed under employment contracts of our Group and therefore such staff payroll was
incurred as salary expenses of our Group. The agreement further stated that the sub-contractor agreed
to pay all the fees, costs and expenses being paid by us on its behalf. The actual cost incurred was
identifiable as it was referred to the actual payroll incurred for the relevant employees of the
Remaining DDIHL Group and the sub-contractor respectively during the years ended 31 March 2013

and 2014. The management fee income was therefore charged by reference to actual costs incurred.

Such arrangement however will not be continued upon Listing, whereby our Group and the
Remaining DDIHL Group will pay for their own expenses accordingly, except for certain
administrative services. Our Group had discontinued paying salaries for certain staff of the DDIHL
Group, as evidenced by the management fee income from the Remaining DDIHL Group had decreased
by approximately 91.3%, from approximately HK$2.1 million for the five months ended 31 August
2013 to approximately HK$0.2 million for the five months ended 31 August 2014. Such decrease was
also the main reason for the decrease of other income to approximately HK$1.3 million for the five
months ended 31 August 2014.
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Pursuant to an administrative services agreement, our Group will provide to the Remaining
DDIHL Group certain administrative support services such as provision of office facilities, utilities
and equipment support, cleaning services, administrative support and information system and
technical training support services. The shared administrative services to be provided to the
Remaining DDIHL Group is anticipated to be charged at a monthly fixed fee to be determined based
on overheads, human and/or other resources incurred and estimated time consumed by the Remaining
DDIHL Group, with an annual cap of HK$600,000 for each of three financial years ending on 31
March 2017. Please refer to the section headed “Connected transactions — Exempted connected

transactions — Administrative Services Agreement” of this document for further details.

During the Track Record Period, our Company held the Nanyang Plaza Property and Unit 2-31
on Level 11 and Car Parking Space No. B37 on Basement 2, Block D, Fu Hua Mansion, No. 8 Beida
Street, Chaoyangmen, Dongcheng District, Beijing, the PRC. The rental income derived from those
properties was approximately HK$0.8 million, approximately HK$0.9 million and approximately
HK$0.4 million respectively for the years ended 31 March 2013 and 2014 and the five months ended
August 2014. Prior to the Spin-off, DDIHL and its Hong Kong subsidiaries (including our Group) had
used the Nanyang Plaza Property as their principal place of business in Hong Kong. Given that it will
continue to be the head office of our Group and the Remaining DDIHL Group, for purposes of the
Spin-off, the Nanyang Plaza Property was allocated to the Remaining DDIHL Group. For this purpose,
we sold the Nanyang Plaza Property to a member of the Remaining DDIHL Group pursuant to the
Reorganisation prior to Listing for a consideration of HK$131.4 million. The consideration had been
determined in accordance with the carrying value of the property and on an arm’s length basis, normal
commercial terms and in the interest of our Company’s then sole shareholder, DDIHL. As a result of

the disposal, we do not expect to record a gain or loss from the aforesaid disposal.

Fair value gain on investment properties

Fair value gain on investment properties was approximately HK$0.6 million for the year ended
31 March 2014, representing a decrease of approximately HK$0.7 million or approximately 53.1%
from approximately HK$1.4 million for the year ended 31 March 2013 which mainly due to the lower
appreciation of our investment property in Beijing, the PRC for the year ended 31 March 2014
compared to that for the year ended 31 March 2013. Gains or losses arising from changes in the fair
values are included in the combined statement of profit or loss in the year in which they arise.

Fair value gain on investment properties was approximate HK$0.1 million for the five months
ended 31 August 2014, which was mainly due to the appreciation of our investment property in
Beijing, the PRC.

Administrative expenses

Our administrative expenses were mainly consisted of wages and salaries, depreciation, staff
welfare, directors remuneration, audit fees, rental expenses and vehicle expenses. Our administrative
expenses was approximately HK$39.5 million for the year ended 31 March 2014, representing an
increase of approximately HK$3.9 million or approximately 10.8% from approximately HK$35.6
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million for the year ended 31 March 2013. Such increase was mainly due to (i) increase in staff cost
by approximately HK$1.6 million as salary increment; (ii) increase in depreciation by approximately
HK$1.3 million as the net carrying amount of our property, plant and equipment increased due to fair
value revaluation for the leasehold land and building; and (iii) increase in staff welfare by
approximately HK$0.4 million. Our administrative expense was approximately HK$16.4 million for
the five months ended 31 August 2014, representing an increase of approximately HK$2.2 million or
approximately 15.2% from approximately HK$14.2 million for the five months ended 31 August 2013.
Such increase was mainly due to the increase in the professional service fee, which were mainly

incurred due to the listing application.

Other operating expenses, net

Our other operating net expenses mainly comprise profit or loss on disposal of properties, plants
and equipments, reversal of impairment provision for accounts receivable, provision for other
receivables and exchange difference. For the years ended 31 March 2013 and 2014 and the five months
ended 31 August 2014, our other operating net expenses were approximately HK$0.1 million,
approximately HK$0.1 million and approximately HK$0.3 million respectively.

Finance cost

Our finance cost was approximately HK$22,000 for the year ended 31 March 2014, representing
a decrease of approximately HK$34,000 from approximately HK$56,000 for the year ended 31 March
2013. Such decrease was in line with the decrease in the balance of our interest-bearing bank loans
and other borrowings.

Our finance cost was approximately HK$39,000 for the five months ended 31 August 2014,
representing an increase of approximately HK$37,000 from approximately HK$2,000 for the five
months ended 31 August 2013. Such increase was in line with increase in the balance of our

interest-bearing bank loans and other borrowings.

Income tax expense

Hong Kong profits tax has been provided at the rate of 16.5% on the estimated assessable profits
arising in Hong Kong during the Track Record Period, unless our subsidiaries did not generate any
assessable profits arising in Hong Kong during that year or our subsidiaries had available tax losses
brought forward from prior years to offset the assessable profits generated during that year. Taxes on
profits assessable elsewhere have been calculated at the rates of tax prevailing in the jurisdictions in
which we operates.

Our income tax expenses were approximately HK$3.2 million and approximately HK$4.4 million
respectively, and the effective tax rates were approximately 30.3% and 21.7% respectively for the
years ended 31 March 2013 and 2014. The decrease in the effective tax rate for the year ended 31
March 2014 was mainly due to the decrease in expenses not deductible for tax incurred during the

year. Our income tax expenses were approximately HK$1.1 million and approximately HK$2.0 million
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respectively, and the effective tax rates were approximately 18.0% and approximately 28.1%
respectively for the five months ended 31 August 2013 and 2014 was mainly because (i) the
accumulated tax losses from one of our subsidiaries had been fully utilised in March 2014; and (ii)
the professional service fee incurred due to listing application, which was non-tax deductible,
resulting the increase of tax expense afterward. Except for the disclosure set forth in the paragraph
headed “Regulatory Overview — The PRC — Provisions on Taxation — Tax benefits” of this
document, we did not have any preferential tax treatments, tax benefits or special tax arrangements
which was material to our financial statements during the Track Record Period. Our Directors
considered that our Company has paid all relevant taxes and no disputes or unresolved tax issues with

relevant tax authorities was found during the Track Record Period.

Despite there was a higher proportion of revenue derived from our Hong Kong operations (i.e.
approximately 72.4% and approximately 78.1% of our revenue for the years ended 31 March 2013 and
2014) than the PRC operations (i.e. approximately 27.6% and approximately 19.2% of our revenue for
the years ended 31 March 2013 and 2014), the amount of taxation elsewhere of approximately HK$1.7
million and approximately HK$2.6 million charged for the years ended 31 March 2013 and 2014 were
higher than the amount of taxation in Hong Kong of approximately HK$1.1 million and approximately
HK$1.6 million charged for the years ended 31 March 2013 and 2014. This was mainly attributable
to (i) the lower profit margin in Hong Kong, which has revenue contribution from three major types
of services, than in the PRC, which only has revenue contribution from the highest profit margin
among the three types of services, i.e. fitting-out works; (ii) the higher tax rate in the PRC as
compared to Hong Kong; and (iii) the accumulated tax losses in Hong Kong of approximately
HK$524.7 million and approximately HK$521.2 million as at 31 March 2013 and 2014 that are
available for offsetting against future taxable profits of our subsidiaries in Hong Kong in which the

losses arose.

The tax loss of approximately HK$521.2 million as at 31 March 2014 was derived from the tax
loss of approximately HK$519.5 million carried forward by Kenworth Engineering and approximately
HK$1.7 million carried forward by Deson Engineering. We have acquired Kenworth Engineering in
August 2000 pursuant to a restructuring agreement. For further details, please refer to the section
headed “History, reorganisation and corporate structure — Corporate development” of this document.
After the restructuring, tax loss available for offsetting against future taxable profits of Kenworth
Engineering of approximately HK$522.4 million has been agreed with the Inland Revenue Department
of Hong Kong in November 2005. Since then, Kenworth Engineering has been loss making and turned
around to have profit in 2011, and continued to be profitable until the Track Record Period. On the
other hand, Deson Engineering has recorded profits for the years ended 31 March 2010 and 2012 and
recorded losses for the years ended 31 March 2011, 2013 and 2014. As at 31 March 2014, Deson

Engineering has a tax loss of approximately HK$1.7 million.

Besides, Deson Development also agreed with the Inland Revenue Department of Hong Kong in
2009 for a tax loss. Starting from the year ended 31 March 2010, Deson Development continued to
be profitable and such tax loss has been utilised for offsetting against the taxable profits of Deson

Development during the Track Record Period.
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Despite the tax losses recorded for the above subsidiaries of our Group, our Group remained
profitable and has recorded a net profit after tax of approximately HK$7.3 million and approximately
HK$16.0 million respectively for the years ended 31 March 2013 and 2014, representing an increase
of approximately 119.3%.

Net profit and net profit margin

As a result of the foregoing, our net profit was approximately HK$7.3 million and approximately
HK$16.0 million respectively, resulting in net profit margin of approximately 1.3% and approximately
1.9% respectively for the years ended 31 March 2013 and 2014. The increase in net profit margin was
mainly due to our growth in gross profit outweigh the increase in our administrative expenses. Our net
profit was approximately HK$5.2 million and approximately HK$5.1 million respectively, resulting in
net profit margin of approximately 1.8% and approximately 1.6% respectively for the five months
ended 31 August 2013 and 2014. The decrease in net profit margin was mainly due to the increase in
our administrative expense (especially professional fee incurred due to the listing application) and

income tax expense outweigh our growth in gross profit.
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COMBINED STATEMENTS OF FINANCIAL POSITION

The following is the combined statements of financial position of our Group as at 31 March 2013
and 2014.

As at
As at 31 March 31 August
2013 2014 2014
HK$’000 HK$’000 HK$’000

NON-CURRENT ASSETS
Properties, plant and equipment 137,696 143,850 18,421
Investment properties 10,250 10,875 11,088
Total non-current assets 147,946 154,725 29,509

CURRENT ASSETS

Gross amount due from contract customers 8,682 7,563 18,790
Due from related companies 5,357 5,115 5,721
Due from the Remaining DDIHL Group 920,341 943,410 965,648
Accounts receivable 56,635 68,906 77,094
Prepayments, deposits and other receivables 8,565 12,952 10,279
Pledged deposits 27,774 27,863 19,035
Cash and cash equivalents 23,716 69,263 25,134
1,051,070 1,135,072 1,121,701
Non-current asset classified as held for sale — — 131,400
Total current assets 1,051,070 1,135,072 1,253,101
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As at
As at 31 March 31 August
2013 2014 2014
HK$’000 HK$’000 HK$’000
CURRENT LIABILITIES
Gross amount due to contract customers 58,222 87,845 98,175
Accounts payable 30,933 44,895 13,004
Other payables and accruals 21,334 22,607 27,173
Amount due to a non-controlling shareholder 1,500 1,500 1,500
Amount due to the Remaining DDIHL Group 762,713 793,641 771,286
Tax payable 80 1,278 2,774
Interest-bearing bank borrowings 41,029 48,182 68,284
Total current liabilities 915,811 999,948 982,196
NET CURRENT ASSETS M % M
TOTAL ASSETS LESS CURRENT
LIABILITIES 283,205 289,849 300,414
NON-CURRENT LIABILITIES
Interest-bearing bank borrowings 35,805 15,117 —
Deferred tax liabilities 21,006 22,968 5,164
Total non-current liabilities w M ﬂ
Net assets 226,394 251,764 295,250
EQUITY
Equity attributable to owners of the
Company
Issued capital — — —
Reserves 220,577 245,941 288,899
220,577 245,941 288,899
Non-controlling interests 5,817 5,823 6,351
Total equity 226,394 251,764 295,250
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DISCUSSION OF MAJOR STATEMENTS OF FINANCIAL POSITION ITEMS

Property, plant and equipment

Our plant and equipments mainly comprise leasehold land and buildings, leasehold
improvements, furniture and fixtures, office equipment, tools and equipment and motor vehicles. Our
Company has adopted revaluation model for our leasehold land and buildings individually. As such,
the carrying value of our properties is the same as the fair value at each of the financial reporting date.
As at 31 March 2014, we held the Nanyang Plaza Property of approximately HK$128.4 million and
Flat A on 2nd Floor, Cheung Yick Industrial Building, No. 12 On Yip Street, Chai Wan, Hong Kong
of approximately HK$13.0 million.

As at 31 August 2014, the Nanyang Plaza Property had been revalued to its fair value amounting
to HK$131.4 million. The increase was resulted from the increase in fair value of HK$4.8 million,
which had been credited to the property revaluation reserve, and depreciation charged for the period

of approximately HK$1.8 million, which had been charged to the profit or loss.

As at 31 August 2014, Cheung Yick Industrial Building No. 12 On Yip Street, Chai Wan, Hong
Kong had been revalued to its fair value amounting to approximately HK$16.4 million. The increase
was resulted from the increase in fair value of HK$3.6 million, which had been credited to the property
revaluation reserve, and depreciation charged for the period of approximately HK$0.2 million, which

had been charged to the profit or loss.

No fair value gain or loss was recognised in the profit or loss for the five months ended 31
August 2014.

As mentioned in the announcement of DDIHL on 1 August 2014 that the Nanyang Plaza Property
would be sold pursuant to the Reorganisation and the Spin-off, the carrying value of HK$131.4 million
for the Nanyang Plaza Property had been reclassified as “non-current asset classified as held for sale”
as at 31 August 2014, as further explained in the accounting treatment set forth in “Non-current assets

and disposal groups held for sale” in Appendix I of this document.

Upon the sale of the Nanyang Plaza Property on 21 November 2014, the relevant property
revaluation reserve of the Nanyang Plaza Property was transferred to retained earnings of our Group

as equity.

Investment properties

Our investment properties are held under long term lease and were re-valued on 31 March 2013
and 2014 and 31 August 2014 based on valuations performed by Peak Vision Appraisals Limited of
approximately HK$10.3 million, approximately HK$10.9 million and approximately HK$11.1 million
as at 31 March 2013 and 2014 and 31 August 2014 respectively.
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Gross amount due from / to contract customers

Gross amount due from customers for contract customers represent the differences calculated
from contract costs incurred plus recognised profits less recognised losses and provision for
foreseeable losses to date and the relevant progress billings. Provision is made for foreseeable losses
as soon as they are anticipated by the management of our Group. Where contract costs incurred to date
plus recognised profits less recognised losses exceed progress billings, the surplus is treated as an
amount due from contract customers. Where progress billings exceed contract costs incurred to date
plus recognised profits less recognised losses, the surplus is treated as an amount due to contract

customers. The following table sets forth the construction contracts as at the dates indicated:

As at
As at 31 March 31 August
2013 2014 2014
HK$’000 HK$’000 HK$’000
Gross amount due from contract customers 8,682 7,563 18,790
Gross amount due to contract customers (58,222) (87,845) (98,175)
(49,540) (80,282) (79,385)

Contract costs incurred plus recognised profits

less recognised losses and provision for

foreseeable losses to date 1,914,113 1,224,693 2,700,164
Less: Progress billings (1,963,653) (1,304,975) (2,779,549)
(49,540) (80,282) (79,385)

Our Group presents as an asset for the gross amount due from the contract customers for contract
or sub-contract works in progress for which cost incurred plus recognised profits (less recognised
losses) exceed progress billings. Progress billings not yet paid by customers and rentention are
included in trade and retention receivables. Our Group also presents as a liability for the gross amount
due to the contract customers for contract or sub-contract works in progress for which progress
billings exceed cost incurred plus recognised profits (less recognised losses). We have both gross
amount due from contract customers and gross amount due to contract customers as at 31 March 2013

and 2014 and 31 August 2014 because this provision is considered for each project separately.

The gross amount due from contract customers remained stable at approximately HK$8.7 million
and approximately HK$7.6 million respectively as at 31 March 2013 and 2014, while the gross amount
due to customers for contract customers increased to approximately HK$87.8 million as at 31 March
2014 from approximately HK$58.2 million as at 31 March 2013. The increase in net amount due to
customers for contract customers was mainly due to some of our major projects were at the early stage
as at 31 March 2014, which we have not recognised profit before reaching a certain completion

percentage.
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The gross amount due from contract customers further increased to approximately HK$18.8
million as at 31 August 2014, which was mainly because of the timing difference in billing for a
project for a university in Sai Kung, Hong Kong, where we had cost incurred plus recognised profits
(less recognised loss) more than progress billings during the five months ended 31 August 2014
meanwhile the gross amount due to customers for customers further increased to approximately
HK$98.2 million as at 31 August 2014, which was mainly because of the timing difference in billing
for two projects in Hong Kong, where the relevant progress billings were more than the cost incurred
plus recognised profits (less recognised loss) during the five months ended 31 August 2014.

Accounts receivable

Accounts receivable are the amount due from customers for construction contracts completed
(based on the practical completion date) in our ordinary course of business. The following table sets
forth the accounts receivable as of the dates indicated:

As at

As at 31 March 31 August

2013 2014 2014

HK’000 HK’000 HK’000

Accounts receivable 53,138 59,777 67,230
Impairment (4,386) (4,373) (4,373)
48,752 55,404 62,857

Retention monies receivable 7,883 13,502 14,237

56,635 68,906 77,094

Our sales with the customers are mainly on credit, which the credit period granted to the
customers generally ranges from 14 to 90 days. For retention monies receivable in respect of
construction work carried out by us, the due dates are usually one year after the completion of the
construction work. We seek to maintain strict control over the outstanding receivables. Overdue
balances are reviewed regularly by our senior management. We do not hold any collateral or other
credit enhancements over the accounts receivable balances. Accounts receivable are
non-interest-bearing.

The increase in gross accounts receivable and retention monies receivable to approximately
HK$59.8 million and approximately HK$13.5 million respectively as at 31 March 2014 from
approximately HK$53.1 million and approximately HK$7.9 million as at 31 March 2013 was primarily
due to our business expansion. For the year ended 31 March 2014, our revenue has increased by
approximately 52.8%, which our gross accounts receivable and retention monies receivable have
increased by approximately 12.5% and approximately 71.3% respectively. The gross accounts
receivable further increased to approximately HK$67.2 million as at 31 August 2014 mainly because
the billing of a new fitting-out works project for a shop of luxury brand at the end of August 2014.
The retention monies receivable remained stable at approximately HK$14.2 million as at 31 August
2014.
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Meanwhile, our trade receivables turnover days decreased to approximately 30.5 days in 2014
from approximately 38.3 days in 2013 mainly due to the increase of our revenue. The shorter trade
receivables turnover days showed that our extension of credit and collection of accounts receivable
was more efficient. The trade receivable turnover days were calculated as the accounts receivable as
at the year end, divided by our revenue for the year, multiplied by 365 days. Our trade receivable
turnover days subsequently increased slightly to approximately 37.1 days in the five months ended 31
August 2014 mainly due to the increase of our account receivable because of the billing of a new
fitting-out works project for a shop of luxury brand at the end of August 2014. The trade receivable
turnover days in the five months ended 31 August 2014 were calculated as the accounts receivable as
at 31 August 2014, divided by our revenue for the five months ended at 31 August 2014, multiplied
by 153 days.

The following table sets forth the aging analysis of accounts receivable as at the dates indicated:

As at

As at 31 March 31 August

2013 2014 2014

HK$’000 HK$’000 HK$’000

Current to 90 days 42,879 53,662 61,013

91 to 180 days 856 1,037 527

181 to 360 days 3,988 64 718

Over 360 days 1,029 641 599

48,752 55,404 62,857

Retention monies receivable 7,883 13,502 14,237

Total 56,635 68,906 77,094
The movements in the provision for impairment of accounts receivable are as follows:

As at

As at 31 March 31 August

2013 2014 2014

HK$’000 HK$’000 HK$’000

At 1 April 13,661 4,386 4,373

Amount written off as uncollectible (9,206) (28) —

Impairment losses recognised/(reversed) (69) 15 —

4,373

At 31 March 4,386 4,373
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Included in the above provision for impairment of accounts receivable is a provision for
individually impaired accounts receivable as at 31 March 2013 and 2014 and 31 August 2014 of
approximately HK$4.4 million, approximately HK$4.4 million and approximately HK$4.4 million
respectively. The individually impaired accounts receivable relate to customers that were in financial
difficulties or the customers that were in default in repayments and therefore the receivables were not

expected to be recovered.

The aged analysis of the accounts receivable that are neither individually nor collectively

considered to be impaired is as follows:

As at

As at 31 March 31 August

2013 2014 2014

HK$’000 HK$’000 HK$’000

Neither past due nor impaired 42,879 53,662 61,013
Less than 3 months past due 4,839 1,101 931
3 to 6 months past due 5 — 314
More than 6 months past due 1,029 641 599

48,752 55,404 62,857

Receivables that were neither past due nor impaired relate to a large number of diversified
customers for whom there was no recent history of default. Receivables that were past due but not
impaired relate to a number of independent customers that have a good track record with us. Based
on our past experience, our Directors are of the opinion that no provision for impairment is necessary
in respect of these balances as there has not been a significant change in credit quality and the
balances are still considered fully recoverable. None of the retention monies receivable is either past
due or impaired. As at 30 September 2014, approximately 48.2% of the outstanding accounts
receivable as at 31 August 2014 was settled.
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Prepayments, deposits and other receivables

The following table sets forth the prepayments, deposits and other receivables as at the dates

indicated:
As at
As at 31 March 31 August
2013 2014 2014
HK$’000 HK$’000 HK$’000
Prepayments 1,029 871 409
Deposits 1,034 1,110 801
2,063 1,981 1,210
Other receivables 10,725 15,258 13,365
Impairment (4,223) (4,287) (4,296)
6,502 10,971 9,069

8,565 12,952 10,279

The prepayments and deposits remained stable at approximately HK$0.9 million and
approximately HK$1.1 million as at 31 March 2014 from approximately HK$1.0 million and
approximately HK$1.0 million as at 31 March 2013 respectively. The prepayments subsequently
decreased to approximately HK$0.4 million as at 31 August 2014 mainly due to the decrease in
prepayment of the rental expense for our Beijing office. Meanwhile, our deposits subsequently
decreased slightly to approximately HK$0.8 million mainly because some of the deposit paid during
the tender of projects in the PRC had been recognised as our cost of sales during the five months ended
31 August 2014 after projects have been commenced. The increase in other receivables to
approximately HK$15.3 million as at 31 March 2014 from approximately HK$10.7 million as at 31
March 2013 was primarily due to the increase in advance to sub-contractors. The subsequent decrease
in other receivables to approximately HK$13.4 million as at 31 August 2014 was primarily due to the

decrease in advance to sub-contractors.

Except for other receivables against which impairment has been made, the remaining assets are
neither past due nor impaired. The financial assets included in the above net balances relate to

receivables for which there was no recent history of default.
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The movements in the provision for impairment of other receivables are as follows:

As at

As at 31 March 31 August

2013 2014 2014

HKS$’000 HKS$’000 HK$’000

At 1 April 4,215 4,223 4,287
Impairment losses — 64 —
Exchange realignment 8 — 9

At 31 March 4,223 4,287 4,296

Included in the above provision for impairment of other receivables is a provision for individual
other receivables that defaulted in repayments and these receivables were not expected to be
recovered. The Group does not hold any collateral or other credit enhancements over these balances.

Cash and cash equivalents and pledged deposit

Our cash and cash equivalents and pledged deposit were approximately HK$69.3 million and
approximately HK$27.9 million respectively as at 31 March 2014, increased from approximately
HK$23.7 million and approximately HK$27.8 million respectively as at 31 March 2013. Our cash and
cash equivalents and pledged deposit were approximately HK$25.1 million and approximately
HK$19.0 million respectively as at 31 August 2014. For the analysis on cash flows during the Track
Record Period, please refer to the paragraph headed “Cash flow” of this section.

Accounts payable

Accounts payable are mainly the amount due to sub-contractors and suppliers for their services
and materials provided to us in our ordinary course of business. The increase in accounts payable to
approximately HK$44.9 million as at 31 March 2014 from approximately HK$30.9 million as at 31
March 2013 was primarily due to our business expansion. The accounts payable subsequently
decreased to approximately HK$13.0 million as at 31 August 2014 mainly because we had made a
payment for trade payable of approximately HK$30.8 million during the five months ended 31 August
2014 to our sub-contractor for a fitting-out works project related to the department of the HK
Government responsible for architectural services.

There was no material fluctuation in our trade payables turnover days for the year ended 31
March 2014 compared to that for the year ended 31 March 2013. Our trade payables turnover days
were approximately 22.4 days and approximately 21.1 days respectively for the years ended 31 March
2013 and 2014. The trade payables turnover days were calculated as the trade payables as at the year
end, divided by cost of sales for the year, multiplied by 365 days. Our trade payables turnover days
subsequently decreased to approximately 6.7 days for the five months ended 31 August 2014 mainly
due to the decrease in accounts payable mainly as a result of our payment to a sub-contractor. The
trade payables turnover days were calculated as the trade payables as at 31 August 2014, divided by
cost of sales for the five months ended 31 August 2014, multiplied by 153 days.
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The following table sets forth the aging analysis of accounts payable as of the dates indicated:

As at

As at 31 March 31 August

2013 2014 2014

HKS$’000 HK$’000 HK$°000

Current to 90 days 26,523 40,940 8,704
91 to 180 days 153 — —
181 to 360 days 407 — 20
Over 360 days 3,850 3,955 4,280

30,933 44,895 13,004

During the Track Record Period, our purchases were mainly settled in Hong Kong dollars and
Renminbi and most of them were settled by letter of credit or cheques. Most of our purchases are
settled on a monthly basis and in arrears. Credit terms offered by our suppliers range from due on
presentation of invoice up to a period generally not less than 30 days after delivery of goods or
performance of services. Accounts payable are non-interest-bearing and are normally settled on
30-day terms. As at 30 September 2014, approximately 56% of the outstanding account payables as
at 31 August 2014 was settled.

During the Track Record Period, we mainly relied on internal resources generated from our
operation and debt financing to finance our business. We did not have any liquidity problem in settling

our purchases during the Track Record Period.
Other payables and accruals

The following table sets forth the other payables and accruals as of the dates indicated:

As at

As at 31 March 31 August

2013 2014 2014

HK$’000 HK$’000 HK$°000

Deposits received 67 604 241
Accruals 4,687 4,619 3,307
Other payables 16,580 17,384 23,625

21,334 22,607 27,173
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The increase in deposits received to approximately HK$0.6 million as at 31 March 2014 from
approximately HK$67,000 as at 31 March 2013 was primarily due to rental received in advance for
our Beijing properties for the year ended 31 March 2014.

The subsequent decrease in deposits received to approximately HK$0.2 million as at 31 August
2014 was primarily because of the rental received in advance for our Beijing properties had been

recognised as rental income.

The accruals and other payables remained stable at approximately HK$4.6 million and
approximately HK$17.4 million as at 31 March 2014 from approximately HK$4.7 million and
approximately HK$16.6 million as at 31 March 2013 respectively. The accruals subsequently
decreased to approximately HK$3.3 million as at 31 August 2014 mainly due to the decrease in
provision for (i) office expenses mainly in relation to audit fee and insurance as payment had been
made in August 2014; and (ii) annual leave balance as a result of the utilisation of annual leave
balance by our employees. The other payables mainly represent the fees payable to sub-contractors,
which were not yet invoiced by the sub-contractors. The subsequent increase in other payables to
approximately HK$23.6 million as at 31 August 2014 was primarily due to the increase in fees payable

to sub-contractors in the PRC.

Other payables are non-interest-bearing and repayable on demand.

Tax payable and deferred tax liabilities

The amount of tax payable and deferred tax liabilities were approximately HK$1.3 million and
approximately HK$23.0 million respectively as at 31 March 2014. The amount of tax payable and
deferred tax liabilities were approximately HK$2.8 million and approximately HK$5.2 million
respectively as at 31 August 2014. Details of our taxation is set forth in the “Income tax” section in
Note 10 and the “Deferred tax” section in Note 25 to the Accountants’ Report included in Appendix

I to this document.

Interest-bearing bank borrowings

For interest-bearing bank borrowings, details are set out in the paragraph headed “Indebtedness”

in this section.

Amount due from related companies, the amount due from the Remaining DDIHL Group,
amount due to a non-controlling shareholder and amount due to the Remaining DDIHL Group

For the amount due from related companies, the amount due from the Remaining DDIHL Group,
the amount due to a non-Controlling Shareholder and the amount due to the Remaining DDIHL Group,

details are set out in the paragraph headed “Related Party Transactions” in this section.
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KEY FINANCIAL RATIOS

As at

As at March 31 31 August

2013 2014 2014

Current ratio™ote 1.1 1.1 1.3
Quick ratio™ete » 1.1 1.1 1.3
Gearing ratio™°'¢ ¥ 43.4% 34.1% 32.3%
Inventory turnover days™°' N/A N/A N/A
Trade receivables turnover days™N°t¢ > 38.3 30.5 37.1
Trade payables turnover daysN°te © 22.4 21.1 6.7

For the five
For the year ended months ended

31 March 31 August
2013 2014 2014
Return on equity®™°t¢ 7 3.5% 6.5% 3.8 (N!0
Return on total assets™o ® 0.6% 1.2% 0.9%(Nete!h
Interest coverage ™o ¥ 187.3 926.5 182.4
Notes:
(1)  Current ratio equals to current assets divided by current liabilities.
(2)  Quick ratio is calculated as current assets minus inventories and divided by total current liabilities.
(3)  Gearing ratio is calculated as total debt divided by total equity.
(4)  Inventory turnover days equals to the average inventory of the year/the five months ended 31 August 2014 divided by
revenue during such year/the five months ended 31 August 2014 and then multiplied by 365 days/153 days.
(5)  Trade receivables turnover days equals to the accounts receivables balances as at the year end/31 August 2014 divided
by the revenue during the year/the five months ended 31 August 2014 and then multiplied by 365 days/153 days.
(6)  Trade payables turnover days equals to the accounts payables balances as at the year end/31 August 2014 divided by the
cost of sales during the year/the five months ended 31 August 2014 and then multiplied by 365 days/153 days.
(7)  Return on equity ratio equals to profit for the year attributable to the owners of the Company divided by equity
attributable to owners of the Company.
(8)  Return on total assets ratio equals to profit for the year attributable to the owners of the Company divided by total assets.
(9)  Interest coverage ratio equals to profit before interest and tax divided by interest.
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(10) This is an annualised number based on the profit of the five months ended 31 August 2014, and hence may not
comparable to the return on equity ratio based on the full year profit for the years ended 31 March 2013 and 2014.

(11) This is an annualised number based on the profit of the five months ended 31 August 2014, and hence may not

comparable to the return on total assets ratio based on the full year profit for the years ended 31 March 2013 and 2014.

Current ratio and quick ratio

As we did not have any inventory on the combined statements of financial position, current ratio
was the same as quick ratio. Our current ratio and quick ratio remained stable at approximately 1.1
times as at 31 March 2013 and 2014. This was mainly due to the significant portion of amount due
from the Remaining DDIHL Group and amount due to Remaining DDIHL Group on the combined
statements of financial position. As at 31 August 2014, our current ratio and quick ratio subsequently
increased to approximately 1.3 times because the net carrying value of HK$131.4 million for Nanyang
Plaza Property had been reclassified from “Non-current assets — Property, plant and equipment” to
“Current assets — Non-current asset classified as held for sale”.

Gearing ratio

Our gearing ratio substantially improved as at 31 March 2014. Our gearing ratio was
approximately 34.1% as at 31 March 2014 as compared to approximately 43.4% as at 31 March 2013,
which was mainly due to our repayment of interest-bearing bank borrowings for the year ended 31
March 2014. Our gearing ratio as at 31 August 2014 remained stable at approximately 32.3%.

Inventory turnover days

As we did not have any inventory on our combined statements of financial position, this ratio is
not applicable.

Trade receivables turnover days

For the analysis on trade receivables turnover days during the Track Record Period, please refer
to the paragraph headed “Accounts receivable” of this section.

Trade payables turnover days

For the analysis on trade payables turnover days during the Track Record Period, please refer to
the paragraph headed “Accounts payable” of this section.

Return on equity ratio

Our return on equity ratio increased to approximately 6.5% for the year ended 31 March 2014
from approximately 3.5% for the year ended 31 March 2013, which was mainly due to the increase
in profit for the year attributable to the owners of the Company by approximately HK$ 8.3 million in
the corresponding period.
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Return on total assets ratio

Our return on total assets ratio increased to approximately 1.2% for the year ended 31 March
2014 from approximately 0.6% for the year ended 31 March 2013, which was mainly due to the
increase in profit for the year attributable to the owners of the Company by approximately HK$ 8.3

million in the corresponding period.

Interest coverage

Our interest coverage increased to approximately 926.5 times for the year ended 31 March 2014
from approximately 187.3 times for the year ended 31 March 2013, which was mainly due to the
increase in profit before interest and tax for the year ended 31 March 2014. Our interest coverage
subsequently decreased to approximately 182.4 times for the five months ended 31 August 2014
mainly due to the increase in finance cost as a result of increase in borrowings for the five months
ended 31 August 2014.

For the purpose of preparing the financial statements, earnings per share information is not
considered meaningful with regard to the Reorganisation and the presentation of the results for the

Track Record Period on a combined basis.
LIQUIDITY AND CAPITAL RESOURCES

During the Track Record Period, our operation was generally financed through a combination of
internally generated cash flows and bank borrowings. Our Directors believe that in the long term, our

Group’s operation will be funded by internally generated cash flows and, if necessary, additional

equity financing and bank borrowings.
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Cash flow

The following table sets out the changes in our cash flows for the Track Record Period:

For the five
For the year ended months ended

31 March 31 August
2013 2014 2014
HK$’000 HK$’000 HK$’000
Net cash flows from/(used in) operating
activities 27,461 52,349 (24,978)
Net cash flows from/(used in) investing
activities (481) (153) 8,926
Net cash flows from/(used in) financing
activities 15,201 (127) (34,989)
Cash and cash equivalents at the beginning of
the year/period (25,084) 17,251 69,253
Effect of foreign exchange rates changes, net 154 (67) 52
Cash and cash equivalents at end of the year 17,251 69,253 18,264

Operating activities

Our operating cash inflows are principally derived from the receipt of payments for our
construction/engineering services while our operating cash outflows are principally for payments to
sub-contractors, the purchase of raw materials and other operating costs such as staff costs and

utilities.

We recorded net cash flows from operating activities of approximately HK$27.5 million for the
year ended 31 March 2013, which was mainly attributable to the profit before tax of approximately
HK$10.4 million, mainly adjusted for movements in working capital of approximately HK$17.7
million. The increase in working capital was mainly due to (i) the increase in accounts receivable of
approximately HK$32.8 million; (ii) the increase in gross amount due to contract customers of
approximately HK$28.6 million; and (iii) increase in accounts payable of approximately HK$22.1

million.

We recorded net cash from operating activities of approximately HK$52.3 million for the year
ended 31 March 2014, which was mainly attributable to the profit before tax for the year of
approximately HK$20.4 million, mainly adjusted for movements in working capital of approximately
HK$34.5 million. The increase in working capital was mainly due to (i) the increase in accounts
receivable of approximately HK$12.3 million; (ii) the increase in gross amount due to contract
customers of approximately HK$29.6 million; and (iii) increase in accounts payable of approximately
and HK$18.2 million respectively.
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We recorded net cash used in operating activities of approximately HK$25.0 million for the five
months ended 31 August 2014, which was mainly attributable to the profit before tax for the period
of approximately HK$7.1 million, mainly adjusted for movements in working capital of approximately
HK$32.8 million. The decrease in working capital was mainly due to (i) the increase in accounts
receivable of approximately HK$8.2 million mainly because the billing of a new fitting-out works
project for a luxury brand at the end of August 2014; (ii) the increase in gross amount due to contract
customers of approximately HK$10.3 million; (iii) the increase in gross amount due from contract
customer of approximately HK$10.3 million; and (iv) the decrease in accounts payable of
approximately HK$31.9 million respectively. The decrease in account payable was mainly because we
had made a payment for trade payable of approximately HK$30.8 million during the five months ended
31 August 2014 to our sub-contractor for a fitting-out works project related to the department of the

HK Government responsible for architectural services

Investing activities

Net cash used in investing activities amounted to approximately HK$0.5 million and
approximately HK$0.2 million for the years ended 31 March 2013 and 2014, which was mainly
attributable to purchases of property, plant and equipment. Net cash from investing activities
amounted to approximately HK$8.9 million for the five months ended 31 August 2014, which was
mainly attributable to the decrease in pledged deposits of approximately HK$8.8 million.

Financing activities

Net cash from financing activities amounted to approximately HK$15.2 million for the year
ended 31 March 2013, which was mainly due to new bank borrowings of approximately HK$70.9
million, offset by repayment of bank and other borrowings of approximately HK$14.8 million and
decrease in balances with the Remaining DDIHL Group of approximately HK$33.1 million.

Net cash used in financing activities amounted to approximately HK$0.1 million for the year
ended 31 March 2014, which was mainly due to new bank borrowings of approximately HK$27.4
million, offset by repayment of bank and other borrowings of approximately HK$34.5 million and
increase in balances with the Remaining DDIHL Group of approximately HK$7.6 million.

Net cash used in financing activities amounted to approximately HK$35.0 million for the five
months ended 31 August 2014, which was mainly due to new bank borrowings of approximately
HK$35.9 million, offset by repayment of bank and other borrowings of approximately HK$37.8
million and increase in balances with Remaining DDIHL Group of approximately HK$44.6 million.

Net current assets and liabilities

As at 31 March 2014, we had net assets of approximately HK$251.8 million, comprising
non-current assets comprising properties, plant and equipment and investment properties of
approximately HK$154.7 million in aggregate, net current assets of approximately HK$135.1 million

and non-current liabilities of approximately HK$38.1 million.
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As at 31 August 2014, we had net asset of approximately HK$295.3 million, comprising
non-current assets comprising properties, plant and equipment and investment properties of
approximately HK$29.5 million in aggregate, net current assets of approximately HK$270.9 million

and non-current liabilities of approximately HK$5.2 million.

Net current assets

The following table sets out our current assets and liabilities as at the dates indicated:

As at 31  As at 31

As at 31 March August October
2013 2014 2014 2014
HK$’000  HK$'000 HK$'000 HK$’000
(Unaudited)

CURRENT ASSETS

Gross amount due from contract customers 8,682 7,563 18,790 20,275
Due from related companies 5,357 5,115 5,721 5,846
Due from the Remaining DDIHL Group 920,341 943,410 965,648 969,120
Accounts receivable 56,635 68,906 77,094 68,533
Prepayments, deposits and other receivables 8,565 12,952 10,279 10,924
Pledged deposits 27,774 27,863 19,035 19,049
Cash and cash equivalents 23,716 69,263 25,134 41,021
Non-current asset classified as held for sale — — 131,400 131,400
Total current assets 1,051,070 1,135,072 1,253,101 1,266,168

CURRENT LIABILITIES

Gross amount due to contract customers 58,222 87,845 98,175 101,550
Accounts payable 30,933 44,895 13,004 29,598
Other payables and accruals 21,334 22,607 27,173 22,317
Amount due to a non-controlling

shareholder 1,500 1,500 1,500 1,500
Amount due to the Remaining DDIHL

Group 762,713 793,641 771,286 771,326
Tax payable 80 1,278 2,774 2,774
Interest-bearing bank borrowings 41,029 48,182 68,284 70,879
Total current liabilities 915,811 999,948 982,196 999,944
NET CURRENT ASSETS 135,259 135,124 270,905 266,224

Our net current assets position remained stable at approximately HK$135 million as at 31 March
2014 as compared to that of the previous year. Our net current assets position subsequently increased
to approximately HK$270.9 million as at 31 August 2014 because the Nanyang Plaza Property had

been reclassified from non-current asset to current asset.
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INDEBTEDNESS

Borrowings

The following table sets out our Group’ indebtedness as at the respective dates indicated below:

As at As at
As at 31 March 31 August 31 October
2013 2014 2014 2014

HK$000 HK$’000 HKS$000 HK$’000

Amounts due to a non-controlling

shareholder 1,500 1,500 1,500 1,500
Amounts due to the Remaining DDIHL

Group 762,713 793,641 771,286 771,326
Interest-bearing bank borrowings 76,834 63,299 68,284 70,879

841,047 858,440 841,070 843,705

The table below set forth a summary of our bank borrowings as at the respective dates indicated.

As at As at
As at 31 March 31 August 31 October
2013 2014 2014 2014

HK$’000 HKS$’000 HK$000 HK$’000

Current 41,029 48,182 68,284 70,879
Non-current 35,805 15,117 — —
76,834 63,299 68,284 70,879

As at As at

As at 31 March 31 August 31 October

2013 2014 2014 2014

HKS$’000 HKS$’000 HKS$’000 HK$’000

Analyses into:
Bank loans, overdrafts and trust receipt
loans repayable:

Within one year or on demand 41,029 48,182 68,284 70,879
In the second year 687 15,117 — —
In the third to fifth year 35,118 — — —

76,834 63,299 68,284 70,879
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The carrying amounts of these bank borrowings approximate to their fair values as at the end of
the reporting period. The fair value of bank borrowings has been calculated by discounting the
expected future cash flows at the prevailing interest rates.

Our bank borrowings amounted to approximately HK$76.8 million, approximately HK$63.3
million and approximately HK$68.3 million as at 31 March 2013 and 2014 and 31 August 2014
respectively.

As at 31 March 2013 and 2014 and 31 August 2014, our Group’s banking facilities were secured
by:

(i) the pledge of certain of our Group’s leasehold land and buildings situated in Hong Kong of
approximately HK$134.8 million, approximately HK$141.4 million and approximately
HK$16.4 million respectively;

(ii) the pledge of the Nanyang Plaza Property of HK$131.4 million as at 31 August 2014. This
pledge was released upon the sale of the Nanyang Plaza Property to a subsidiary of the
Remaining DDIHL Group pursuant to the Reorganisation and our Group was required to
place a pledge deposit of approximately HK$10.6 million to the bank upon the release of
the pledge of the Nanyang Plaza Property;

(iii) the pledge of our Group’s deposits of approximately HK$27.8 million, approximately
HK$27.9 million and approximately HK$19.0 million respectively;

(iv) corporate guarantees executed by the Remaining DDIHL Group for banking facilities
granted to our Group as at 31 March 2013 and 2014 and 31 August 2014, which shall be
released upon Listing and replaced by corporate guarantees granted by our Company; and

(v) cross guarantees executed by certain subsidiaries of our Group and a fellow subsidiary for
banking facilities of approximately HK$130.0 million, approximately HK$130.0 million
and approximately HK$130.0 million granted to them as at 31 March 2013 and 2014 and
31 August 2014 respectively. Subsequent to the Track Record Period, our Group and the
Remaining DDIHL Group had entered into their own seperate new facility letters with the
bank to replace the previous facility letters and these cross guarantees were no longer
required as security for the banking facilities granted to our Group and the Remaining
DDIHL Group. As at 31 October 2014 and 30 November 2014, such unutilised banking
facilities were approximately HK$84.8 million and approximately HK$89.6 million
respectively.

Certain of our Group’s bank loans contain repayment on demand clauses, based on the maturity
terms of the bank loans and trust receipt loans, the amounts repayable in respect of our Group’s
interest-bearing bank borrowing as at 31 March 2013 and 2014 and 31 August 2014 were: within one
year or on demand of approximately HK$41.0 million, approximately HK$48.2 million and
approximately HK$63.3 million respectively; in the second year of approximately HK$20.7 million,
approximately HK$15.1 million and HK$5.0 million respectively; in the third to fifth years, inclusive
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of approximately HK$15.1 million, nil and nil respectively. Details of the contractual interest rate and
maturity of our interest-bearing bank borrowings are set forth in note 25 to the Accountants’ Report
included in Appendix I to this document.

Operating lease arrangements

Our Group leases certain of its office properties under operating lease arrangements, with leases
negotiated for terms ranging from one to two years. As at 31 March 2013 and 2014 and 31 August
2014, our Group had total future minimum lease payments under non-cancellable operating leases
falling due as follows:

As at

As at 31 March 31 August

2013 2014 2014

HK$’000 HK$’000 HK$°000

Within one year 567 733 308
In the second to fifth years, inclusive 139 8 —

706 741 308
Capital Commitments

As at 31 March 2013 and 2014 and 31 August 2014, our Group did not have any significant
capital commitments.

Contingent Liabilities

The Group has executed a cross guarantee of HK$130,000,000 to a bank for banking facilities
granted to certain subsidiaries of the Group and a fellow subsidiary as at 31 March 2013 and 2014 and
31 August 2014. Nil, HK$687,000 and nil of the banking facilities granted were utilised by this fellow
subsidiary as at 31 March 2013 and 2014 and 31 August 2014 respectively.

Subsequent to the Track Record Period, our Group entered into a new facility letter with the bank
to replace the previous facility letter and these cross guarantees were no longer required as security
for the banking facilities granted to our Group.

Pursuant to the Reorganisation, the Nanyang Plaza Property was sold to a member of the
Remaining DDIHL Group and therefor the Nanyang Plaza Property was released from the pledge as
security for certain bank facilities of our Group.

Except for the aforesaid or as otherwise disclosed herein, our Directors confirmed that, up to the
Latest Practicable Date, our Group has not recorded any other contingent liabilities since 31 August
2014.
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Save as aforesaid or as otherwise disclosed herein, the Group did not have any outstanding loan
capital issued and outstanding or agreed to be issued, bank overdrafts, loans or other similar
indebtedness, liabilities under acceptances or acceptable credits, debentures, mortgages, charges, hire
purchases commitments, guarantees or other material contingent liabilities at the close of business on
31 [October] 2014, being the date of the indebtedness statement.

Our Directors have confirmed that (i) there has not been any material adverse change in the
Group’s indebtedness and contingent liabilities since 31 [October] 2014, being the date for
determining the Group’s indebtedness, up to the Latest Practicable Date; (ii) our banking facilities are
subject to standard banking conditions and covenants; (iii) our Group has complied with all of the
covenants under our banking facilities during the Track Record Period; (iv) our Group has not received
any notice from our banks indicating that they might withdraw or downsize the bank facilities.

CAPITAL EXPENDITURE

Our capital expenditure for the years ended 31 March 2013 and 2014 and the five months ended
31 August 2014 amounted to approximately HK$0.6 million, approximately HK$0.3 million and
approximately HK$72,000 respectively, comprising mainly expenditures for purchase of property,
plant and equipment.

OFF-BALANCE SHEET TRANSACTIONS

Except for the commitments set forth above, we have not entered into any material off-balance
sheet transactions or arrangements.

FINANCIAL INSTRUMENTS

Except as otherwise disclosed, we have not entered into any other financial instruments for
hedging purposes.

EVENTS AFTER THE REPORTING PERIOD

In addition to the subsequent events detailed in notes 12, 20, 25 and 27 of the Accountants’
Report in Appendix I to this document, on 16 December 2014, the companies now comprising our
Group completed the Reorganisation in preparation for the listing of the Shares on the Stock
Exchange. Please refer to the section headed “History, Reorganisation and corporate structure —
Overview of the Reorgnaisation” of this document for further details of the Reorganisation.

LISTING EXPENSES

The total amount of listing expenses in connection with the Listing is estimated to be
approximately HK$[REDACTED] million and will be settled partly by the proceeds from the
pre-Listing investment of approximately HK$[REDACTED] million (as set out in the section headed
“History, Reorganisation and corporate structure — Pre-Listing investment” of this document). The
remaining amount will be settled by the proceeds of the [REDACTED]. The Group estimates that
listing expenses of approximately HK$[REDACTED] million will be charged to our combined
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statements of profit or loss for the year ending 31 March 2015. The balance of approximately
HK$[REDACTED] million is expected to be charged against equity. The estimated listing expenses of
our Group are subject to adjustments based on the actual amount of expenses incurred/to be incurred

by our Group upon the completion of the Listing.

RELATED PARTY TRANSACTIONS

The amount due from related companies, the amount due from the Remaining DDIHL Group
were approximately HK$5.7 million and approximately HK$965.6 million respectively and the amount
due to a non-Controlling Shareholder and the amount due to the Remaining DDIHL Group were
approximately HK$1.5 million and approximately HK$771.3 million respectively as at 31 August
2014, which were the amount transferred or payments on behalf of other related parties before the

Spin-off. The amounts were unsecured, non-interest bearing and repayable on demand.

Immediately before Listing and as part of the Reorganisation, our Company declared a special
dividend to Deson Development Holdings, and Deson Development Holdings used the amount
received from the dividend to pay for and set off against part of the net amount due by Deson
Development Holdings to our Company. All the remaining outstanding inter-company balance due

from Deson Development Holdings to our Company was then settled in cash on 16 December 2014.

In addition, we had the following material transactions with related parties during the Track
Record Period.

For the five
For the year ended months ended

31 March 31 August
2013 2014 2014
HKS$°000 HK$’000 HK$’000

Management fee received from the Remaining

DDIHL Group 5,394 5,644 181
Management fee received from a related

company 55 55 23
Rental income from related companies 306 306 128

The management fees were charged by reference to actual costs incurred for the services
provided by our Group. During the Track Record Period, rental income was charged to Fitness Concept
Limited at HK$25,500 per month. Mr. Tjia is a director of and has beneficial interests in Fitness
Concept Limited while Mr. Keung Kwok Cheung is a director of Fitness Concept Limited. As we have
sold the Nanyang Plaza Property to a member of the Remaining DDIHL Group, the aforesaid rental
income will ceased to be received upon completion of the Reorganisation.
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MARKET RISKS

In the normal course of business, we are exposed to various types of market risks, including the

following:

Interest rate risk

We are exposed to the risk of changes in market interest rates relates primarily to our debt
obligations with floating interest rates in Hong Kong. The interest rates and terms of repayment of
interest-bearing bank borrowings are disclosed in note 24 to the Accountants’ Report included in
Appendix I to this document. Other financial assets and liabilities of our Group do not have material
interest rate risk. Interest-bearing bank loans and overdrafts, cash and bank balances, and short term
deposits are stated at cost and are not revalued on a periodic basis. Floating-rate interest income and
expense are charged to the combined statement of profit or loss as incurred. The nominal interest rates

of the financial instruments approximate to their respective effective interest rates.
Sensitivity analysis
For illustrative purpose, the following table demonstrates the sensitivity to a reasonably possible

change in the Hong Kong dollar interest rate, with all other variables held constant, of our Group’s

profit before tax and equity (through the impact on floating rate borrowings).

Increase/ Increase/ Increase/
(decrease) in (decrease) in (decrease) in
basis points profit before tax equity*
HK$’000 HK$°000
31 March 2013
Hong Kong dollar 100 (757) —
Hong Kong dollar (100) 757 —
31 March 2014
Hong Kong dollar 100 (807) —
Hong Kong dollar (100) 807 —
31 August 2014
Hong Kong dollar 100 (723) —
Hong Kong dollar (100) 723 —

* Excluding retained profits
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Currency risk

The monetary assets and transactions of several subsidiaries of our Group are principally
denominated in foreign currencies, which expose our Group to foreign currency risk. We currently has
no particular hedging vehicles to hedge our exposure to foreign exchange risk. It is our Group’s policy
to monitor foreign exchange exposure and to make use of appropriate hedging measures when

required.

Our Directors consider that we will have sufficient foreign exchange, primarily from the
conversion of HK dollars generated from our operations, to meet our foreign exchange liabilities as

they become due.

Sensitivity analysis

For illustrative purpose, the following table demonstrates the sensitivity at the end of the
reporting period to a reasonably possible change in the RMB exchange rate, with all other variables
held constant, of the Group’s profit before tax and the Group’s equity (due to changes in the fair value

of monetary assets and liabilities).

Increase/ Increase/
(decrease) in (decrease) in

profit before tax equity*
HK$’000 HK$°000
31 March 2013
If Hong Kong dollar weakens against
RMB 5 21 —
If Hong Kong dollar strengthens
against RMB (5) (21) —
31 March 2014
If Hong Kong dollar weakens against
RMB 5 (259) —
If Hong Kong dollar strengthens
against RMB (5) 259 —
31 August 2014
If Hong Kong dollar weakens against
RMB 5 (220) —
If Hong Kong dollar strengthens
against RMB (5) 220 —

* Excluding retained profits
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Credit risk

We trade only with recognised and creditworthy third parties. It is our Group’s policy that all
customers who wish to trade on credit terms are subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing basis and our Group’s exposure to bad debts is not

significant.

The credit risk of our Group’s other financial assets, which comprise an amount due from a
related company, other receivables, cash and cash equivalents and pledged deposits, arises from
default of the counterparty, with a maximum exposure equal to the carrying amounts of these

instruments.

Since we trade only with recognised and creditworthy third parties, there is no requirement for
collateral. Concentrations of credit risk are managed by customer/counterparty, by geographical
region and by industry sector. There are no significant concentrations of credit risk within the Group
as the customer bases of our Group’s accounts receivable are widely dispersed in different sectors and

industries.

Liquidity risk

We monitor our risk to a shortage of funds using a recurring liquidity planning tool. This tool
considers the maturity of both its financial instruments and financial assets (e.g., accounts receivable)

and projected cash flows from operations.

Our Group’s objective is to maintain a balance between continuity of funding and flexibility
through the use of bank overdrafts, bank loans, and other interest-bearing borrowings. Our Group’s
policy is to ensure the matching of maturity of its financial liabilities against that of its financial
assets, and the maintenance of a current ratio, defined as current assets over current liabilities, at

above one so as to enhance a stable liquidity.
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The maturity profile of the Group’s financial liabilities as at the end of the reporting period,

Less than
As at 31 March 2013 On demand 12 months 1 to 5 years Total
HKS$’000 HK$’000 HK$°000 HK$°000
Accounts payable — 30,933 — 30,933
Financial liabilities included in other
payables and accruals 19,836 — — 19,836
Amount due to a non-controlling
shareholder 1,500 — — 1,500
Amount due to the Remaining
DDIHL Group 762,713 — — 762,713
Interest-bearing bank borrowings 6,465 36,384 35,805 78,654
Guarantees given to a bank in
connection with facilities granted
to a fellow subsidiary 6,000 — — 6,000
796,514 67,317 35,805 899,636
Less than
As at 31 March 2014 On demand 12 months 1 to 5 years Total
HK$’000 HK$’000 HK$’000 HK$°000
Accounts payable — 44,895 — 44,895
Financial liabilities included in other
payables and accruals 21,409 — — 21,409
Amount due to a non-controlling
shareholder 1,500 — — 1,500
Amount due to the Remaining
DDIHL Group 793,641 — — 793,641
Interest-bearing bank borrowings 10 49,369 15,117 64,496
Guarantees given to a bank in
connection with facilities granted
to a fellow subsidiary 6,000 — — 6,000
822,560 94,264 15,117

based on the contractual undiscounted payments, was as follows:
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Less than
As at 31 August 2014 On demand 12 months 1 to 5 years Total
HK$’000 HK$’000 HK$’000 HKS$’000

Accounts payable — 13,004 — 13,004
Financial liabilities included in other

payables and accruals 25,585 — — 25,585
Amount due to a non-controlling

shareholder 1,500 — — 1,500
Amount due to the Remaining

DDIHL Group 771,286 — — 771,286
Interest-bearing bank borrowings 6,870 62,169 — 69,039

Guarantees given to a bank in
connection with facilities granted
to a fellow subsidiary 6,000 — — 6,000

811,241 75,173 — 886,414

In accordance with the terms of the loans, the contractual undiscounted payments as at 31 March
2013 and 2014 and 31 August 2014 for the interest-bearing bank borrowings in respect of the Group
were approximately HK$42.8 million, approximately HK$49.4 million and approximately HK$64.0
million respectively, on demand or within one year, approximately HK$36.9 million, approximately
HK$15.4 million and approximately HK$5.1 million respectively, in one to five years.

TAXATION

We are incorporated in the Cayman Islands as an exempted company with limited liability under
the Companies Law. There is no taxation on income under the Cayman Islands laws as at the Latest
Practicable Date. For our subsidiaries incorporated in the BVI, they are exempt from all provisions
of the BVI Income Tax Ordinance.

For our subsidiaries incorporated in Hong Kong and the PRC, Hong Kong profits tax is
calculated at the rate of 16.5% on the estimated assessable profit for the Track Record Period, while
the PRC Enterprise Income Tax (“EIT”) is calculated at the applicable rates in accordance with the
income tax laws of the PRC.

DIVIDEND AND DIVIDEND POLICY

Under the Companies Ordinance, a company incorporated in Hong Kong can only pay dividends
out of its profits available for distribution. A company’s profits available for distribution are its
accumulated, realised profits, so far as not previously utilised by distribution or capitalisation, less its
accumulated, realised losses, so far as not previously written off in a reduction or reorganisation of
capital. Under the BVI Business Companies Act, 2004 (as amended) (the “BVI BC Act”), the directors
of a business company incorporated under the BVI BC Act may, by resolution, subject to the
memorandum and articles of the BVI company, authorise a distribution, which includes, among others,
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dividend, by the company to members at such a time and of such an amount as they think fit, if they
are satisfied, on reasonable grounds, that the company will, immediately after the distribution, satisfy
the “solvency test”. The BVI BC Act provides that the BVI company satisfies the “solvency test” if
(i) the value of the company’s assets exceeds its liabilities, and (ii) the company is able to pay its debts
as they fall due. Our Group has a combined retained profit of approximately HK$89.7 million as at
31 August 2014, which was attributable to profits and losses of number of subsidiaries of our Group.

As part of the Reorganisation, an aggregate of dividend of HK$235 million was distributed to the
Remaining DDIHL Group out of the profits available for distribution of Deson Development and
Deson Industries. As set out in the section headed “History, Reorganisation and corporate structure”
of this document, Deson Development declared and paid a dividend of HK$200 million to Deson
Development Holdings. In addition, upon completion of the Reorganisation, our Company declared a
special dividend of HK$35 million to Deson Development Holdings, which was derived from the
dividends paid by Deson Development and Deson Industries. Based on the financial statements of
Deson Development, it had retained profits of HK$158.4 million as at 31 March 2014. Based on the
management account of Deson Development, Deson Development has recorded an unaudited retained
earnings of approximately HK$164.9 million as at 31 August 2014. Also, Deson Development
recorded additional retained earnings from the sale of the Nanyang Plaza Property, particularly (i)
approximately HK$117.4 million from revaluation reserve; and (ii) approximately HK$0.6 million
from release of the estimated deferred tax liabilities. In aggregate, Deson Development therefore had
profits available for distribution of approximately HK$282.9 million. Thus, Deson Development,
being a company incorporated in Hong Kong, had sufficient retained profits available for distribution
upon completion of the Reorganisation. Similarly, based on the financial statements of Deson
Industries, it had unaudited retained profits of HK$24.6 million as at 31 March 2014. Based on the
management account of Deson Industries, Deson Industries had recorded an unaudited retained
earnings of approximately HK$28.1 million as at 31 August 2014 available for distribution of
dividend. Thus, Deson Industries, being a company incorporated in the BVI, had sufficient retained
profits available for distribution upon completion of the Reorganisation and able to satisfy the

solvency test after paying the dividend.

Deson Development Holdings utilised the dividend of HK$235 million to pay for and set off
against part of the net amount due by Deson Development Holdings to our Company and therefore
there was no cash outflow but a decrease in net current assets and net assets of our Group arising
solely from declaration of this special dividend. All the remaining outstanding inter-company balance
due from Deson Development Holdings to our Company of approximately HK$33.8 million had been
settled in cash on 16 December 2014. After such payment, there was no amount due from the
Remaining DDIHL Group of non-trade nature upon Listing. As a result of the foregoing, there was no
material effect on the trading position and prospect of our Group as there was no physical cash outflow
arising from the dividend and a cash inflow of approximately HK$33.8 million for our Group arising
from settling of the net amount due by the Remaining DDIHL Group.
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Our Company does not have any pre-determined dividend distribution ratio. The declaration of
future dividends will be subject to the decision by the Board and will depend on, among other things,
the earnings, financial condition, cash requirements and availability, the availability of funds to meet
the financial covenants of our Group’s bank loans and any other factors that our Directors may

consider relevant.

Our ability to make dividend payments will also depend upon the availability of dividends
received from our subsidiary companies. The PRC law requires that dividends be paid only out of net
profit calculated according to the PRC accounting principles, which differ in many aspects from
generally accepted accounting principles in other jurisdictions, including the HKFRSs. The PRC law
also requires foreign investment enterprises to set aside part of their net profit as statutory reserves,
which are not available for distribution as cash dividends. Distributions from some of our subsidiary
companies may also subject to the PRC withholding tax and be restricted if they incur debt or losses.
Assuming we are able, in accordance with these contractual and legal restrictions, to pay dividends,
the declaration of, payment and amount of dividends will still be subject to the discretion of our
Directors in accordance with our Articles of Association and will depend on a number of factors,
including market conditions, our strategic plans and prospects, our business opportunities, our
financial condition and operating results, working capital requirements and anticipated cash needs,
contractual restrictions and obligations, payments by subsidiaries of cash dividends to us and legal,
tax and regulatory restrictions. In addition, DDIHL, one of our Controlling Shareholders, will be able
to influence our dividend policy. Cash dividends on our Shares, if any, will be paid in Hong Kong

dollars.

WORKING CAPITAL

Our Directors are of the opinion that, taking into account its financial resources presently
available to the Group, including internal resources and available banking facilities, the Group has
sufficient working capital for its present working capital requirements, that is for at least the next 12

months from the date of this document.

DISTRIBUTABLE RESERVES

There were no distributable reserves available for distribution to shareholders as at 31 August

2014 because our Company was incorporated on 18 July 2014.

NO MATERIAL ADVERSE CHANGE

Save for the estimated non-recurring Listing expenses, our Directors confirmed that, up to the
Latest Practicable Date, there has been no material adverse change in financial or trading position or
prospects of our Group since 31 August 2014, being the date on which the latest financial information

of our Group was reported in the Accountants’ Report included in Appendix I to this document.
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UNAUDITED PRO FORMA STATEMENT OF ADJUSTED COMBINED NET TANGIBLE
ASSETS

[REDACTED]

— 232 —



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

FINANCIAL INFORMATION

[REDACTED]

DISCLOSURE UNDER CHAPTER 17 OF THE GEM LISTING RULES

Our Directors have confirmed that, save as disclosed above, as at the Latest Practicable Date,
they were not aware of any circumstances which would give rise to a disclosure requirement under
Rules 17.15 to 17.21 of the GEM Listing Rules.
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CONTROLLING SHAREHOLDERS

Immediately upon completion of the Reorganisation and as at the Latest Practicable Date,
DDIHL directly and indirectly held 315,350,000 Shares (including those Shares held through Deson
Development Holdings), representing approximately 90.1% of the entire issued share capital of our
Company. On the basis that a total of [REDACTED] Shares will be distributed under the Distribution,
immediately after the Distribution, DDIHL, through its wholly-owned subsidiary, Deson Development
Holdings, will hold [REDACTED] Shares, representing (i) approximately [REDACTED]% of the
entire issued share capital of our Company before completion of the [REDACTED]; and (ii)
approximately [REDACTED]% of the entire issued share capital of our Company as enlarged by the
[REDACTED], and our Company will remain a subsidiary of DDIHL.

DDIHL was incorporated in Bermuda with limited liability, the shares of which have been listed
on the Stock Exchange (Main Board, stock code: 00262) since 10 June 1997. As at the Latest
Practicable Date, Mr. Tjia, directly and indirectly through Sparta Assets Limited, was interested in
approximately [REDACTED]% of the issued and paid-up share capital of DDIHL. Thus, Mr. Tjia,
Sparta Assets Limited, Deson Development Holdings and DDIHL are our Controlling Shareholders.

Immediately upon completion of the Distribution and the [REDACTED], Sparta Assets Limited
will directly hold approximately [REDACTED]% interest in our Company and will be deemed to be
interested in the [REDACTED]% interest in our Company through DDIHL. In addition, Mr. Tjia will
directly hold approximately [REDACTED]% interest in our Company and will be deemed to be
interested in the [REDACTED]% interest in our Company through DDIHL and Sparta Assets Limited.

Following completion of the Spin-off, the Remaining DDIHL Group will be principally engaged
in the business of (i) property development and investment; (ii) trading of medical equipment and
home security and automation products, and provision of related installation and maintenance
services; and (iii) trading of various granite and marble products, stone slabs and products for
construction market in the PRC (collectively referred to as the “Remaining Businesses”), whereas our
Group will focus on the Construction and Engineering Contracting Business.

INDEPENDENCE FROM THE REMAINING DDIHL GROUP

The Board is entirely satisfied that, after the Listing, our Company can carry on business
independently of the Remaining DDIHL Group for the reasons set out below:

Clear delineation between the business of our Group and the business of the Remaining DDIHL
Group

By the nature of the services provided by our Group and the nature of the core businesses of the
Remaining DDIHL Group, there is a clear delineation of the core businesses as between our Group and
the Remaining DDIHL Group, and this distinct separation of operations had been in place since the
DDIHL Group first engaged in the Construction and Engineering Contracting Business in 1988 and
first actively engaged in the Remaining Businesses in 1993. Our Group is currently engage in the
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Construction and Engineering Contracting Business essentially comprising of building construction,
electrical and mechanical engineering works, renovation and fitting-out work contracting services. On
the other hand, the Remaining DDIHL Group is currently engaged in the Remaining Businesses, being
property investment and development, the trading of medical equipment and home security and
automation products, and provision of related installation and maintenance services as well as the
trading of various granite and marble products, stone slabs and products for construction market in the
PRC.

Save for (i) the 10% non-controlling investment interest Wi B a4 G 4 WA BR A A
(Zhejiang Construction Investment Group Corporation, Ltd.) (“ZCIGC”); and (ii) the entire interest
in Deson Innovative Limited (“DIL”), a company that is engaged in the trading of home security and
automation product and provision of related installation and maintenance services as described below,
which businesses are not in direct competition with our Group, the Remaining DDIHL Group has no
other Construction and Engineering Contracting Business in Hong Kong and the PRC during the Track
Record Period and in the future. Accordingly, given the different nature of the businesses of our Group
and the Remaining DDIHL Group, our Company does not expect there to be any overlap or
competition between the Construction and Engineering Contracting Business and the Remaining

Businesses.

Our Directors believe that each of the Remaining DDIHL Group and our Group can function,

operate and carry on business independently of each other based on the following reasons:
(a) Established and substantial business

Each of the Construction and Engineering Contracting Business and the Remaining Businesses
is well established and is a substantial business on its own right. The revenue of our Group’s business
for the years ended 31 March 2013 and 2014 was approximately HK$540.2 million and approximately
HK$825.4 million respectively. The revenue of the Remaining DDIHL Group’s business for the years
ended 31 March 2013 and 2014 was approximately HK$249.4 million and approximately HK$159.6

million respectively.
(b) Different location of the business operations

The Construction and Engineering Contracting Business has always been operated independently
from the Remaining Businesses. Both our Group and the Remaining DDIHL Group have always been
operated as separate profit centres and save for sharing of certain administration support functions as
described below and sharing of certain office spaces in Hong Kong and Shanghai, the PRC as
described in the section headed “Connected transactions” of this document, occupied different and
distinct office premises in Hong Kong and the PRC. The targeted markets of the Remaining Businesses
are, currently and in the near future, mainly located in Hainan Province, Shanghai and the City of
Kaifeng, the PRC, while the targeted markets of the Construction and Engineering Contracting
Business is mainly located in the PRC and Hong Kong.
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(c) Different expertise

In addition, expertise required for the Construction and Engineering Contracting Business and
the Remaining Businesses is different. The Construction and Engineering Contracting Business has
generally been headed by Mr. Keung Kwok Cheung, an executive Director, who is experienced in the
fields of civil, structural and building engineering and in the management of large-scale projects. Mr.
Keung is in charge of our Group’s engineering and contracts departments while the Remaining
Businesses have generally been headed by Mr. Wang Jing Ning, an executive director of DDIHL, who
is experienced in hotel management and property development and is responsible for the Remaining
DDIHL Group’s projects in the PRC. Both Mr. Keung and Mr. Wang are supported by their own team
of senior management and staff who are generally not on the payroll of the other. Mr. Tjia, the
non-executive director and chairman of our Company, who is also an executive director and deputy
chairman of DDIHL and one of the co-founders of the DDIHL Group, is responsible for the overall
corporate strategy of the Remaining DDIHL Group, including business development and overall
management.

(d) Independence with respect to operations

Save for certain administrative support services which are not essential for the business
operations of our Group as described below, our Group does not rely on the Remaining DDIHL Group
for any staffing or marketing for its business, or vice versa. Our Group has independent access to
customers, suppliers and sub-contractors without reliant on the Remaining DDIHL Group. We
generally identify potential projects through receiving (i) letter of invitations to tender or otherwise
becoming aware of open tenders; or (ii) request for quotations from our customers or their agents.
Save for (1) one fitting-out contract (together with one variation order) for a hotel project (comprising
restaurant, office and hotel) in Sichuan, the PRC for an aggregate sum of RMB4.47 million (equivalent
to approximately HK$5.59 million) (including the agreed contract sum of approximately RMB2.67
million (equivalent to approximately HK$3.34 million)), which our Group is a project manager and
which the Remaining DDIHL Group has invested an amount of approximately RMBI10 million
(equivalent to HK$11.5 million) in acquiring the 5% equity interest (as a passive investor) in the
customer of our Group and which the Remaining DDIHL Group does not have management control in
the customer; and (2) a tender award for a project in Hong Kong to provide electrical and mechanical
works with a quotation for contract of approximately HK$27.7 million granted by a subsidiary of
ZCIGC, which formal contract has yet to be entered into as at the Latest Practicable Date, all the other
customers of our Group are independent from the Remaining DDIHL Group and its connected persons.
Our Directors confirmed that the contract for the hotel project in Sichuan and the tender award by a
subsidiary of ZCIGC in Hong Kong were awarded to our Group as we were successful in the tender
processes. Our Directors confirmed that the terms and conditions of the contract for the hotel project
in Sichuan, the PRC and the contract to be entered into with the subsidiary of ZCIGC are on normal
commercial terms and are fair and reasonable, and on terms no more favourable than those entered into
with other customers of our Group. Our Directors confirmed that our Group is not expected to enter
into any new project with that one particular customer which the Remaining DDIHL Group has 5%
equity interest upon completion of the existing project. In addition, the tender awarded to our Group
by a subsidiary of ZCIGC in Hong Kong was through a normal and fair tender process and the
Remaining DDIHL Group only has a passive investment in ZCIGC and does not have any management
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control in ZCIGC so as to assert any influence on the decision of any members of ZCIGC to grant any
tender to any members of our Group. On the basis that the percentage ratios (other than profit ratio)
for each of the above two transactions are below 5% of our Group, our Directors do not consider these
two transactions would affect our Group’s operational independence from the Remaining DDIHL

Group.

During the Track Record Period, we mainly served customers from the private sector in Hong
Kong and the PRC and the public sector in Hong Kong including departments of HK Government and
semi-government bodies. Our Group’s business in the PRC mainly involves fitting-out works and
minor works for small scale projects. As we do not possess the relevant qualifications to act as a main
contractor for large scale building construction works in the PRC, we did not provide any services to
the Remaining DDIHL Group whose principal business includes property development in the PRC
during the Track Record Period. Due to our well-established relationship with our existing customers,
our long operating history in Hong Kong and the PRC and the common use of tendering in the
industry, we are able to rely on our existing customer base, reputation and client referrals as well as
awareness of public tenders in attracting new customers. All past tenders of our Group were prepared
and submitted by our operational and management teams. Thus, our Directors believed that we
demonstrated the independent strength in attracting customers and will continue to be so in the future.
On the other hand, our suppliers include suppliers of materials (such as concrete, steel reinforcement,
cables and switch boards) as well as service providers (such as our sub-contractors). As at the Latest
Practicable Date, we had over 700 suppliers and sub-contractors in our list of approved suppliers and
sub-contractors, who are all Independent Third Parties. We are fully involved in the selection of our
suppliers and sub-contractors based on the pre-determined selection criteria. Please refer to
paragraphs headed “Our business and operations — General workflow”, “Customers — Sales and
marketing” and “Suppliers — Criteria for selecting suppliers and sub-contractors” in the section

headed “Business” for further information.

As at the Latest Practicable Date, our Group has around 142 employees while the Remaining
DDIHL Group has around 165 employees. After the Spin-off, our Group’s employees will not be on
the payroll of the Remaining DDIHL Group. In addition, our Group has our own financial management
and relevant personnel who are independent from the Remaining DDIHL Group. Our Group also
already has our own treasury functions and accounting system geared to the specific needs of the
Construction and Engineering Contracting Business, which were independently developed and owned
by our Group and are not shared with the Remaining DDIHL Group. In addition, each of our Group
and the Remaining DDIHL Group has obtained all the licences, approvals and permits from the

appropriate regulatory authorities that are materials for their business operations.

To address potential conflicts of interests between our Group and the Remaining DDIHL Group,
the following procedures will be adopted after the Spin-off:

(a) our Company will enter into a non-competition agreement with DDIHL (the
“Non-competition Agreement”). Further details are discussed in paragraph headed

“Non-competition Agreement” of this section below;
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(b) our Company will maintain a sufficient level of independence of directorship and
management from the Remaining DDIHL Group. Further details are discussed in paragraph
headed “Independence of management and directorship” of this section below. The majority
of our Directors will have no role in, and be independent from, the Remaining DDIHL
Group. Moreover, each of the Remaining DDIHL Group and our Group will have a team of
full-time senior management and employees focused exclusively on the business of the
Remaining DDIHL Group and our Group respectively;

(c) the management structure of the Remaining DDIHL Group includes and will continue to
include an audit committee, a remuneration committee and a nomination committee for the
Remaining DDIHL Group, the terms of reference of each of which will require them to be
alert to prospective conflict of interest issues and to formulate their proposals accordingly.
Our Group will also have our own audit committee, remuneration committee, nomination

committee and internal control committee; and

(d) any continuing connected transactions between the Remaining DDIHL Group and our
Group will be transacted in compliance with the Listing Rules and the GEM Listing Rules
respectively.

Financial independence of our Group from the Remaining DDIHL Group

Upon Listing, our Group will be financially independent of the Remaining DDIHL Group.

Corporate guarantee

There are currently certain credit facilities provided by financial institutions to our Group which
are guaranteed by DDIHL. It is our Directors’ intention that upon Listing, the credit facilities of our
Group and those of the Remaining DDIHL Group will be segregated. There are also a number of
performance bonds in the name of our Group companies which are guaranteed by the Remaining
DDIHL Group. Such corporate guarantees will be released or replaced by guarantees by our Company
upon Listing. Moreover, on an on-going basis following the Listing, our Company does not intend that
any member of the Remaining DDIHL Group will issue any corporate guarantees for any members of

our Group.

In addition, it is expected that our Group will also settle all the inter-company balances between
our Group and the Remaining DDIHL Group before the Listing partly by way of special dividend
declared by our Group and partly by cash. Upon Listing, there will be no amounts due to the
Remaining DDIHL Group by our Group, or vice versa. Thus, upon release of the corporate guarantees
and the settlement of the intercompany balances, our Group will be financially independent from the
Remaining DDIHL Group. In respect of future financial resource requirements, our Company may
either obtain loans from financial institutions, or raise funds through equity financing (other than from
the Remaining DDIHL Group), and will not be dependent on the Remaining DDIHL Group for future

financing.
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Independence of management and directorship

Following the completion of the separate listing, DDIHL and our Company will have separate
boards of directors that will function independently of each other. Upon Listing, the directorship and
management of DDIHL and our Company is as follows:

Position Directors of our Company Directors of DDIHL
Executive Directors ° Keung Kwok Cheung ° Lu Quanzhang (Chairman)
° Kwok Koon Keung ° Tjia Boen Sien
° Lo Wing Ling ° Wang Jing Ning
Non-executive Directors ° Tjia Boen Sien ° Wong Shing Kay, Oliver
(Chairman)
Independent ° Lee Tho Siem ° Dr. Raymond Ho
Non-executive Directors e Cheung Ting Kee Chung-Tai
° Ong King Keung ° Ir Siu Man-po

° Siu Kam Chau

Our Group will have a separate management team from the Remaining DDIHL Group, due,
principally, to the fact that the underlying businesses of our Group and the Remaining DDIHL Group
are, themselves, different. Save for one director of DDIHL who is the non-executive Director and will
not be involved in the day-to-day management and operations of our Group’s business, there is no
common director between our Company and DDIHL upon Listing. All the other executive directors of
DDIHL who previously held directorship in any members of our Group have resigned as directors
prior to Listing.

Our Group’s operations have been led by Mr. Keung Kwok Cheung since 1998. He is responsible
for our Group’s engineering and contracts departments. He has over 25 years’ experience in the fields
of civil, structural and building engineering and in the management of large-scale projects. During the
two years ended 31 March 2014, Mr. Keung was a director of DDIHL and he will resign from the board
of directors of DDIHL prior to Listing. Mr. Keung will be appointed as our chief executive officer and
executive Director prior to Listing and will be responsible for overseeing the strategic and operational
decisions of the business of our Group. The other two executive Directors, being Mr. Kwok Koon
Keung and Mr. Lo Wing Ling joined our Group since 1996 and 2000 respectively. Mr. Kwok will have
overall responsibility over the building construction contracting business while Mr. Lo will have
overall responsibility over the electrical and mechanical engineering services contracting business of

our Group.

Being a consolidated subsidiary of the Remaining DDIHL Group, our Company has one
non-executive Director nominated by DDIHL on its board. Such non-executive Director is Mr. Tjia,
who will play a consultative role in our Company and to provide independent judgement on matters

relating to strategy and performance for our Group.

— 239 —



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

RELATIONSHIP WITH THE REMAINING DDIHL GROUP

For the reasons set out below, our Directors believed that our Group will be able to operate

independently of the Remaining DDIHL Group (including any close associate thereof) after Listing for

the following reasons:

(1)

(i)

(iii)

(iv)

save for one common director, all the other members of the board of Directors are
independent of, and are free from, any common directorships with the board of directors of
DDIHL;

our chief executive officer, Mr. Keung, will resign as a director of DDIHL prior to the
Listing and has resigned as a director of any member of the Remaining DDIHL Group and
will have no on-going role with the Remaining DDIHL Group. He will have dedicated
responsibility for our Group. He will be primarily responsible for the overall management
of our Group in both the day-to-day and strategic matters. The other two executive
Directors, Mr. Kwok and Mr. Lo have no directorship or management involvement in the
Remaining DDIHL Group. The management team and the staff of our Company will report
to Mr. Keung, Mr. Kwok and Mr. Lo and they will be accountable to our Board for the
results of the business versus the established business plans and budgets, a role they each
can pursue without risk of conflict;

the non-executive Director, namely, Mr. Tjia, is not involved in the day-to-day management
of our Group. Mr. Tjia has resigned from most of our major operating subsidiaries except
for Beijing Chang-de, which is a joint venture company with BCEG. Mr. Tjia will continue
to be a director of Beijing Chang-de to maintain relationship with the joint venture party
but he will not be responsible for the day to day management of Beijing Chang-de;

the following corporate governance measures will be put in place to adequately deal with
any potential conflict of interest in respect of the conflicting position of overlapping
directors of our Group and the Remaining DDIHL Group, and to safeguard the interests of
independent Shareholders:

° in accordance with Rule 5.05(1) of the GEM Listing Rules, the board of Directors
must comprise of three independent non-executive Directors (“INEDs”) who are
independent from the Remaining DDIHL Group. The three INEDs will be able to
provide independent judgement on matters discussed by our Board, take the lead
where potential conflicts of interests arise and to protect the interests of independent
Shareholders. A majority of members of the audit committee (including the chairman
of the committee) and a majority of the members of the remuneration committee,

nomination committee and internal control committee of our Company will be INEDs;

° the conflicting director will, abstain from voting and not be counted in the quorum at
any board meeting where a conflict of interest arises, and in the event there is an
equality of votes by the remaining directors on a resolutions, the chairman presiding

at such board meeting shall have a second or casting vote. Likewise, the conflicting
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shareholder will abstain from voting at any shareholders meeting where a conflict of
interest arises. In this context, a conflict will be taken to include any matter in which
the Remaining DDIHL Group has an interest (direct or indirect). Such a corporate
governance measure will be incorporated in the Articles of Association;

° all of our Directors will receive training on their responsibilities as directors,
including on their fiduciary duties to act in the best interests of our Group;

° instances of actual and potential conflict have been identified (please see section
headed “Connected transactions” of this document), minimised (by virtue of the
Non-competition Agreement) and will be regulated in accordance with the Listing
Rules or the GEM Listing Rules. Where our Board is required to determine matters
under the Non-competition Agreement or any connected transactions, such matters
will be referred to the INEDs and/or to those who do not have a material interest in
the matter;

° a regime for all of the existing continuing connected transactions has already been
established, with the on-going requirement that all such transactions (other than those
qualifying for an exemption) be reviewed and reported on annually to the INEDs and
our Company’s auditors; and

° specific corporate governance measures have been put in place in respect of
enforcement of the Non-competition Agreement given by DDIHL mentioned above.

(v) save for the one overlapping director, our Directors confirmed that the senior management
and employees of our Group will be employed by our Group separately from the Remaining
DDIHL Group so that the management team of our Group will act independently for our
Group.

Independent administrative capability

The administrative functions of our Group have been and will be carried out by our Group
without reliance on the support of the Remaining DDIHL Group. Our Group will have a full time
management team to handle our administrative functions separately from that of DDIHL. The
back-office support services comprising accounting and finance, human resource management,
corporate secretarial and compliance have been and will be handled by a team of employees employed
directly by our Group separately from the Remaining DDIHL Group. Conversely, those accounting and
finance, human resource management, corporate secretarial and compliance of the Remaining DDIHL
Group will be employed by the Remaining DDIHL Group. Each of our Group and the Remaining
DDIHL Group will have its own account and book keeping records and internal control system
separated from each other.

For the years ended 31 March 2013 and 2014, our Group had an aggregate management fee
income of approximately HK$6.9 million and approximately HK$6.2 million and the directly related
expense of approximately HK$4.8 million and HK$5.1 million were incurred as salary expenses for
employees who solely worked for the Remaining DDIHL Group. The remaining amount of
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approximately HK$2.1 million and approximately HK$1.1 million for the years ended 31 March 2013
and 2014 respectively were mainly the management fees charged to (i) subsidiaries of the Remaining
DDIHL Group of approximately HK$0.6 million and approximately HK$0.6 million and a company
of Mr. Tjia of approximately HK$0.1 million and approximately HKS$0.1 million for certain
administrative support services; and (ii) one of our sub-contractors, who is an Independent Third Party
of approximately HK$1.5 million and approximately HK$0.4 million. The management fee income
and the related administrative support expenses from the subsidiaries of the Remaining DDIHL Group
and a company of Mr. Tjia for the administrative support services were not generated/incurred from
our ordinary and usual course of business. Such arrangement however will not be continued upon
Listing, whereby our Group and the Remaining DDIHL Group will pay for their own expenses
accordingly, except for certain administrative services. Please refer to the section headed “Financial
information — Discussion on major items of the combined statements of profit or loss and other
comprehensive income — Other income” of this document for further information.

It is anticipated that the Remaining DDIHL Group will continue to share certain administrative
support functions such as provision of office facilities, utilities and equipment support, cleaning
services, administrative support and information technology system and technical training support
services which will remain with our Group and will be provided to the Remaining DDIHL Group. The
information technology system support services include the sharing of email address and the technical
support services. Our Directors believed that the provision of these administrative support services
will not prevent the Remaining DDIHL Group from operating independently of our Group (or vice
versa). We are instructed that both the Remaining DDIHL Group and our Group envisage it would be
able to retain or source such administrative services from outside our Group. However, this is not the
preference of either our Company or DDIHL given that our Company will remain a consolidated
subsidiary of DDIHL.

Therefore, save for the sharing of administrative support services as mentioned above, our Group
has been and will, upon Listing, be administratively independent from the Remaining DDIHL Group.

Physical locations of office premises

Our Group rents office space for our operations in Hong Kong and Shanghai, the PRC from the
Remaining DDIHL Group. Our Directors are of the view that such existing office premises can easily
be replaced by other comparable premises with comparable rentals, without any material disruption to
the operations of our Group.

Continuing connected transactions between our Group and the Remaining DDIHL Group

As DDIHL will own [REDACTED]% interest in our Company upon completion of the
[REDACTED] and Mr. Tjia, directly and indirectly (through Sparta Assets Limited and DDIHL), will
own approximately [REDACTED]% interest in our Company. In particular, Mr. Tjia directly held
[REDACTED]% interest in our Company and is deemed interested in (i) [REDACTED]% interest in
our Company beneficially owned directly by Sparta Assets Limited (which is wholly-owned by Mr.
Tjia); and (ii) [REDACTED]% interest in our Company which are held through DDIHL (via its
wholly-owned subsidiary, Deson Development Holdings) which Sparta Assets Limited is interested in
[REDACTED]% of the issued share capital in DDIHL). In addition, Mr.Tjia directly beneficially
owned [REDACTED]% interest in DDIHL. Thus, our Company will be a connected person of DDIHL
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by virtue of Rule 14A.17 of the Listing Rules such that our Company is a non-wholly-owned
subsidiary of DDIHL where DDIHL’s connected person (being Mr. Tjia and its associates (as defined
in the Listing Rules)) is entitled to exercise or control the exercise of 10% or more of the voting power
at any general meeting of our Company.

As a Controlling Shareholder upon the Spin-off, DDIHL will also be a connected person of our
Company after the Spin-off. Accordingly, transactions between our Group and the Remaining DDIHL
Group are expected to constitute connected transactions of our Company and DDIHL for the purpose
of Chapter 20 of the GEM Listing Rules and Chapter 14A of the Listing Rules respectively.

Upon Listing, save for the leasing of certain office space by our Company from the Remaining
DDIHL Group in Hong Kong and Shanghai, the PRC, as well as the provision of certain administrative
support services such as cleaning services and information technology support services by our Group
to the Remaining DDIHL Group which will constitute exempt continuing connected transactions as
stated in the section headed “Connected transactions” of this document, it is not expected that there
will be any continuing connected transactions of our Group with the Remaining DDIHL Group upon
Listing. Our Directors considered that these exempt continuing connected transactions will not
constitute material reliance by our Group on the Remaining DDIHL Group. In any event, after Listing,
our Company and DDIHL will comply with the GEM Listing Rules and the Listing Rules respectively,
in relation to any connected transactions it may enter into in order to safeguard the interests of the
minority shareholders of our Company and DDIHL respectively.

The essence of the regime identified above is that all of the commercial transactions between the
Remaining DDIHL Group and our Group would continue to be operated on arm’s length commercial
terms and will be capable of being satisfactorily monitored by the management of our Group and the
Remaining DDIHL Group.

On the basis of the arrangements and reasons described above, our Directors are of the view, and
the Sponsor concurs, that each of the Remaining DDIHL Group and our Group will be managed and
will operate independently of each other in the interests of their respective shareholders as a whole.

EXCLUDED BUSINESSES

(1) 10% non-controlling passive investment interest in ZCIGC

As at the Latest Practicable Date, DDIHL held an indirect 10% non-controlling passive
investment interest in ZCIGC which it held through another associated company that it has 10%
interest (thus, DDIHL had 1% effective interest in ZCIGC), with the remaining 90% interest held by
three Independent Third Parties. ZCIGC is principally engaged in the business of, among others,
construction, property development, manufacturing and investment holdings. As at the Latest
Practicable Date, DDIHL has no involvement in the day to day business operations of ZCIGC and does
not have management control over ZCIGC as it only has a board seat and does not control the majority
of the board of directors of ZCIGC. The carrying amount of investment in ZCIGC amounted to
approximately HK$10.1 million (net of impairment loss of approximately HK$6.4 million). Such an
investment is treated as “available-for-sale investment” in DDIHL’s financial statements, being an
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investment in equity securities which are designated as available for sale financial assets. For the
years ended 31 March 2013 and 2014, DDIHL received a dividend income of approximately HK$0.4
million and HK$0.8 million from ZCIGC. Such a dividend income represented approximately 0.2%
and 0.5% of the Remaining DDIHL Group’s revenue for the years ended 31 March 2013 and 2014. For
the reasons set out below, the business of ZCIGC is clearly delineated and DDIHL does not regard
ZCIGC and our Company as directly competing with each other:

(i) Different nature of business: ZCIGC has a variety of businesses including construction,
property development, manufacturing and investment holdings in the PRC, Hong Kong and
other parts of the world, while our Group is only engaged in the Construction and

Engineering Contracting Business in the PRC and Hong Kong.

(ii) Independent management: Save for Mr. Tjia who is a director of ZCIGC who is not
involved in the day to day operations of ZCIGC, ZCIGC and our Group do not have
common directors and senior management.

(iii) Independent operations: ZCIGC and our Company operate independently. Save for certain
investment by the Remaining DDIHL Group with ZCIGC in equipment leasing business by
way of joint venture and the award of a tender in Hong Kong from a subsidiary of ZCIGC
to our Group recently, there were no business dealings between ZCIGC and our Company
for the years ended 31 March 2013 and 2014.

Due to the reasons that (i) DDIHL does not have management control over ZCIGC; (ii) the
different nature of business; (iii) DDIHL does not have majority interest (but only an insignificant
effective interest of 1%) in ZCIGC; and (iv) the transfer of the interest in ZCIGC would trigger the
rights of first refusal by the other two shareholders of ZCIGC, which renders any such proposed
disposal not commercially practicable, DDIHL does not consider the business of ZCIGC as a whole
fits into the operations of our Group at the present stage and there is no strategic value to our Group
to have a non-controlling interest in ZCIGC. As such, DDIHL does not intend to include its investment
interests in ZCIGC in our Group. In accordance with the Listing Rules, if such intention changes,
DDIHL will disclose such information by way of announcement once it becomes aware of such

change.

(2) 100% interest in Deson Innovative Limited (“DIL”)

The Remaining DDIHL Group established DIL as an associated company with an Independent
Third Party on 27 August 2001. On 12 August 2011, the Remaining DDIHL Group acquired all the
remaining interest in DIL from the Independent Third Party and DIL became a wholly-owned
subsidiary of the Remaining DDIHL Group. DIL is mainly engaged in the business of trading of
certain brands of sophisticated home security and automation products (which DIL has non-exclusive
distributorship in Hong Kong, the PRC and Macau). For the years ended 31 March 2013 and 2014,
DIL’s revenue was approximately HK$11.0 million and approximately HK$13.7 million respectively,
which represented approximately 4.4% and approximately 8.7% of the revenue of the Remaining
DDIHL Group. DIL’s net loss after taxation for the year ended 31 March 2013 was approximately
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HK$0.9 million and net profit after taxation for the year ended 31 March 2014 was approximately
HK$0.6 million, represented nil and approximately 0.5% of the profit after taxation of the Remaining
DDIHL Group. For the years ended 31 March 2013 and 2014, the net liabilities value of DIL were
approximately HK$4.4 million and approximately HK$3.7 million respectively.

As part of the after-sale services and incidental to its main trading business, DIL may be required
to provide related installation and maintenance services. On the other hand, our Group, as part of its
electrical and mechanical contracting business, is also engaged in the installation of CCTV security
and communication system which does not include the brands of products that are sold by DIL.
However, due to difference in the core business of DIL, being trading of sophisticated home security
and automation products, which is different from the nature of business of our Group, for the reason
set out below, the business of DIL is clearly delineated and DDIHL does not regard DIL and our Group
as directly competing with each other:

(i) different core business: the core business of DIL is trading of sophisticated home security
and automation products. DIL provides installation and maintenance services only as
after-sales services, which represents a relatively insignificant portion of the revenue of
DIL. On the other hand, our Group is engaged in the Construction and Engineering
Contracting Business which may include installation of any brands of CCTV security and
communication system;

(i) different customers: DIL has different customers group which is different from our
Company. The customers of DIL are mainly home automation system distributors and
system integrators while the customers of our Group are mainly government departments
and building main contractors. As part of the after-sale services and incidental to its main
trading business, DIL may be required to provide related installation and maintenance
services to these home automation system distributors and system integrators and there is
no overlap with our Group’s customers;

(iii) independent management: Save for Mr. Tjia, who is a director of DIL but is not involved
in the day-to-day business of DIL, DIL and our Group do not have common directors and
senior management; and

(iv) independent operations: DIL and our Group operate independently. There were no
business dealings between DIL and our Group for the years ended 31 March 2013 and 2014.

Due to the reasons that (i) the different nature of business of DIL from that of our Group; (ii)
the transfer of shares in DIL to our Group might affect the distributorship right as it would be a change
of control event that entitles the counterparty to terminate the distributorship agreement, which
renders any such disposal not commercially practicable; and (iii) the required expertise and employee
and management teams of DIL reside in the Remaining DDIHL Group, DDIHL does not consider the
business of DIL as a whole fits into the operations of our Group at the present stage. As such, DDIHL
does not intend to include such interest in DIL in our Group. In accordance with the Listing Rules,
if such intention changes, DDIHL will disclose such information by way of announcement once it
becomes aware of such change.
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DDIHL may or may not consider injecting (i) the passive investment in ZCIGC; and/or (ii) the
entire interest in DIL in our Company in the future. It would be a commercial decision for our Group,
taking into account all the circumstances from time to time. Such injection may or may not take place.
There is no particular pre-set circumstance under which DDIHL will or will not inject such interests
in our Group. DDIHL considers it is immature at this stage to pre-set any criteria under which it should
consider such an offer to our Group, without limiting its flexibility to reject such offer.

Any such injection, if proposed, will be subject to arm’s length negotiation between DDIHL and
our Group. For so long as DDIHL remains a Controlling Shareholder of our Company, if an offer is
made by DDIHL in the future to inject its interest in ZCIGC and/or DIL to our Company, the
independent non-executive Directors will be invited to consider and decide on, without attendance of
the non-executive Director nominated by DDIHL or other executive Directors (except as invited by the
independent non-executive Directors to assist them), whether to accept such offer. Any such offer, if
accepted, will also be required to comply with Chapter 14A of the Listing Rules or Chapter 20 of the
GEM Listing Rules including, where applicable, the announcement, reporting and independent
shareholders’ approval requirements of those rules.

NON-COMPETITION AGREEMENT

To eliminate or reduce the prospect of conflicts of interests between our Group and the
Remaining DDIHL Group, our Company and DDIHL entered into a Non-competition Agreement to the
effect that, at any time during which our Shares are listed on GEM and for so long as DDIHL and its
associate together hold 30% (or such other amount as may from time to time be deemed to constitute
control pursuant to the Takeovers Code) or more of the voting power in general meetings of our
Company:

(a) DDIHL will not, unless otherwise agreed in writing by our Company (which decision
should be given by an independent board committee comprising all of our INEDs only
without the participation of the non-executive Director nominated by DDIHL or other
executive Directors):

(i) and will procure that each of its associates (including the Remaining DDIHL Group)
will not engage, on its own account or with each other or in conjunction with or on
behalf of any person, firm or company, carry on or be engaged in, concerned with or
interested in, directly or indirectly, whether as a shareholder (other than as a direct or
indirect Shareholder or shares of our subsidiaries), partner, agent or otherwise, in any
Restricted Business within the Territory without our Company’s prior consent;

(i1) solicit, interfere with or endeavour to entice away from our Group any firm, company
or organisation who to its knowledge is from time to time or has at any time within
the immediate past two years before the date of the document been a customer or
supplier of our Group;

(iii) at any time employ any person who has been a director, manager, employee of or
consultant to our Group who is or may be likely to be in possession of any confidential
information or trade secrets relating to our Group’s business; and
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(b)

(c)

(d)

(iv) directly or indirectly solicit or persuade any person who has dealt with our Group or

is in the process of negotiating with our Group in relation to our Group’s business or
cease to deal with our Group or reduce the amount of business which the person would
normally do with our Group.

“Restricted Business” would be defined as the construction and engineering contracting

business, as a contractor, interior design, fitting-out, renovation works, as well as the

provision of electrical and mechanical engineering services.

The “Territory” would extend to Hong Kong, the PRC and Macau.

In the event that any opportunity is made available to DDIHL to invest in any independent

third party business which is engaged in the Restricted Business within the Territory (an

“Investment Opportunity”), DDIHL will use its best efforts to procure that such

Investment Opportunity is first referred to our Group in the following manner:

(i)

(i)

DDIHL is required to, and will procure its subsidiaries (other than any members of our
Group) to, refer, or to procure the referral of, the Investment Opportunity to our
Group, and shall as soon as possible give written notice to our Group of any
Investment Opportunity containing all information reasonably necessary for our
Group to consider whether (i) such Investment Opportunity would constitute
competition with our business; and (ii) it is in the interest of our Group to pursue such
Investment Opportunity (including, but not limited to, the nature of the Investment
Opportunity and the details of the investment or acquisition costs) (the “Offer
Notice”).

After receipt of the Offer Notice, an independent board committee comprising all of
our INEDs only (without the participation of the non-executive Director nominated by
DDIHL or other executive Directors) will consider the Investment Opportunity. When
considering whether or not to pursue an Investment Opportunity, the independent
board committee of our Company will consider whether the relevant business
opportunities are expected to present a sustainable level of profitability, accord with
the then current development strategy of our Group, and in other respects would be in
the best interests of our Shareholders as a whole. The independent board committee
of our Company may appoint an independent financial adviser or other professional
advisers at our cost to advise it in respect of the Investment Opportunity. DDIHL will
provide all information reasonably required by such independent board committee,
independent financial adviser and/or other professional advisers to assist them in their
assessment of the Investment Opportunity. The independent board committee of our
Company will have 28 calendar days (or if an independent financial adviser and/or
other professional advisers are appointed, 42 calendar days) (or in each case, such
longer period of time as may be reasonably requested by the independent board
committee) since the date of the Offer Notice to consider whether the Investment
Opportunity should be pursued. The independent board committee shall notify DDIHL
in writing of its decision to pursue or not to pursue the Investment Opportunity.
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(e)

(iii) DDIHL will be entitled to pursue the Investment Opportunity only if (i) DDIHL has

(iv)

received a notice from the independent board committee of our Company declining the
Investment Opportunity and confirming that such Investment Opportunity would not
constitute competition with our business, or (ii) DDIHL has not received such notice
from the independent board committee of our Company within the period of time
specified in (ii) above from our Company’s receipt of the Offer Notice.

DDIHL has undertaken that, if our Company decides not to pursue the Investment
Opportunity and DDIHL and/or its subsidiaries (other than any members of our
Group) are entitled to pursue the Investment Opportunity, they will grant our Group
or procure DDIHL’s subsidiaries (other than any members of our Group) to grant our
Company an option to acquire any of new business pursuant to the Investment
Opportunity. The exercise of such option is subject to our Company’s corporate
governance requirements. In the event that DDIHL or any of its subsidiaries (other
than any members of our Group) intend to sell, assign or in any way dispose to a third
party any new business pursuant to the Investment Opportunity, the seller will first
offer to our Group the right to acquire such new business. None of DDIHL or its
subsidiaries (other than any members of our Group) may proceed with the sale,
assignment or otherwise disposal of such new business pursuant to the Investment
Opportunity to any third party, unless the terms of sale, assignment or disposal are no
more favourable than those offered to our Company, following the rejection to acquire
such new business by our Company.

The restrictions which DDIHL has agreed to undertake, as mentioned above, do not apply

to the following:

(i)

(it)

(iii)

(iv)

the Restricted Business conducted through having, directly or indirectly, any interests
in the shares of any members of our Group; or

the business conducted by ZCIGC, where DDIHL does not have management control
or the right to appoint any representative of the board of directors of ZCIGC;

the business conducted by DIL where the related installation and maintenance services
relating to home security and automation products are provided by DIL as after-sales
services and exclusively for relevant brands of home security and automation products
that it sells under distributorship;

DDIHL or any of its associates holding or being interested in shares or other securities
in any company which conducts or is engaged in any Restricted Business (a “Subject
Company”) provided that such shares or securities are held for investment purposes
and are, or listed on any internationally recognised stock exchange and:

(A) the aggregate equity interest or number of shares held by DDIHL and its
associates are less than 20% of the issued capital or issued shares of the Subject
Company and only if there are independent third parties holding larger
shareholdings in such Subject Company than DDIHL and its associates; and
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(B) do not confer rights to be involved directly or indirectly with the operations of
the Subject Company such that DDIHL and its associates do not have
representative in the board or management of the Subject Company,

so that the Remaining DDIHL Group is not able to assert any influence over the
Subject Company under any accounting treatment and/or control under the GEM
Listing Rules and/or the Takeovers Code on such Subject Company.

Confirmation by our Directors and Substantial Shareholder

None of our Directors, Substantial Shareholder and their respective close associates was, as at
the Latest Practicable Date, interested in any businesses, which compete, or are likely to compete,
directly or indirectly, with our businesses and which would otherwise require disclosure pursuant to
Rule 11.04 of the GEM Listing Rules.

CORPORATE GOVERNANCE MEASURES ON POTENTIAL CONFLICT OF INTEREST

Our Company is committed to the view that the Board should include a balanced composition of
executive and non-executive Directors (including INEDs) so that there is a strong element on the
Board which can effectively exercise independent judgment. Our Company is also committed to the
view that the INEDs should be of sufficient calibre and number for their views to carry weight.

DDIHL has also undertaken to provide an annual confirmation to our Company confirming that
it has not breached the terms of the Non-competition Agreement (including without limitation that it
has offered any Investment Opportunity to our Company as and when required under the
Non-competition Agreement), and to provide all information necessary for the annual review by the
INEDs on the enforcement of the Non-competition Agreement. DDIHL will make an annual
declaration on compliance with the undertaking under the Non-competition Agreement in the annual
report of our Company.

To ensure compliance with the terms of the Non-competition Agreement and to improve
transparency, our Company has put in place the following procedures for the purpose of monitoring
the due compliance by DDIHL with the Non-competition Agreement:

° as part of our internal control system, we will maintain a register of all
opportunities/transactions arising from the implementation of the Non-competition
Agreement;

° our assistant financial controller will assume the role as an internal audit officer. He will
prepare an internal audit report at least once a year, which will include the review of the
implementation and compliance of the Non-competition Agreement;

° we will set out an Internal Control Committee, comprising members of our Audit
Committee. Our internal control committee, as part of its review of internal audit report at
least once a year, will review the internal audit reports on the implementation and
compliance of the Non-competition Agreement to ascertain that the terms of the
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Non-competition Agreement have been complied with. The review will include examination
of supporting documents and such other data deemed necessary to the internal control
committee. If a member of the internal control committee has an interest in a transaction
arising from the implementation of the Non-competition Agreement, he or she is to abstain

from participating in the review and approval process in relation to that transaction;

° Our Company will invite the INEDs to decide, without the attendance by the executive and
non-executive Directors (except as invited by the INEDs to assist them), whether or not to
take up a new Investment Opportunity referred to our Company under the terms of the
Non-competition Agreement. The decision on whether to accept or decline a new
Investment Opportunity, and whether to consent to DDIHL pursuing a declined Investment

Opportunity must be made by a majority of the INEDs;

° Our Company will disclose decisions on matters reviewed by the INEDs and/or the internal
control committee relating to the enforcement of the Non-competition Agreement (if any)
in our Company’s annual report or, where our Board considers it appropriate, by way of an

announcement to the public; and

° Our INEDs may engage an independent financial adviser at the expenses of our Company
as they consider necessary to advise them on the terms of any such new Investment

Opportunity.

Further, any transaction that is proposed between our Group and the Remaining DDIHL Group
will be required to comply with the requirements of the GEM Listing Rules, including, where

applicable, the announcement, reporting and independent shareholders’ approval requirements.
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EXEMPTED CONNECTED TRANSACTIONS

Upon Listing, certain members of our Group will enter into the following transactions with the
Remaining DDIHL Group, who are connected persons of our Company. Following the Listing Date,
the transactions will be regarded as connected transactions exempted from the reporting,
announcement, annual review and independent shareholders’ approval requirements under Chapter 20
of the GEM Listing Rules. Details of the connected persons and the transactions are set out below.

Administrative Services Agreement

(a) Description of the transaction

On 16 December 2014, Grand On Enterprise Limited (“Grand On Enterprise”) (a member of
the Remaining DDIHL Group) (for itself and for and on behalf of the Remaining DDIHL Group) and
Deson Development, entered into an administrative services agreement (“Administrative Services
Agreement”), pursuant to which Deson Development, as a service provider, has agreed to provide the
Remaining DDIHL Group certain administrative services including provision of office facilities,
utilities and equipment support, cleaning services, administrative support and information technology
system and technical training support, for a term of three years with effect from the Listing Date and
ending on 31 March 2017. Our Directors understand that the Remaining DDIHL Group would be able
to retain or source such administrative services from outside our Group. However, this is not the
preference of either our Group or the Remaining DDIHL Group given that our Company will remain
a consolidated subsidiary of DDIHL.

In consideration of provision of such administrative services, Grand On Enterprise shall pay a
service fee, based on Deson Development’s actual direct and indirect cost incurred in the supply and
the procuring of the supply of such services, including overheads, human and/or other resources. The
annual service fee payable by Grand On Enterprise to us for each of financial years ending 31 March
2015, 2016 and 2017 is not expected to exceed HK$600,000. In arriving at the above annual caps, our
Directors have considered the estimated costs to be incurred by Deson Development for the provision
of such administrative services with reference to (i) the estimated head counts and time recorded in
respect of the provision of office facilities, cleaning services, administrative support and information
technology system and technical training support; and (ii) the estimated area to be occupied by the
DDIHL Group in respect of the provision of utilities and equipment support.

Our Directors considered that the continuing connected transactions under the Administrative
Services Agreement and the proposed annual service fees thereof are in the ordinary and usual course
of business of our Company, on normal commercial terms, fair and reasonable and in the interests of
our Company and our Shareholders as a whole.

(b) Historical transaction amounts

The historical figures for the years ended 31 March 2013 and 2014 and the five months ended
31 August 2014 for this transaction incurred by the Remaining DDIHL Group were approximately
HK$444,000, approximately HK$515,000 and approximately HK$334,000 respectively.
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(¢) GEM Listing Rules requirements

Grand On Enterprise is an indirect wholly-owned subsidiary of Deson Development Holdings
and therefore an associate of each of Deson Development Holdings, one of our substantial
shareholders and DDIHL, a Controlling Shareholder of our Company. Accordingly, Grand On
Enterprise is a connected person of our Company under Rule 20.07(4) of the GEM Listing Rules.

As the arrangements constitute the sharing of administrative services (which are identifiable) on
a cost basis, allocated to the parties on a fair and equitable basis in compliance with Rule 20.96 of
the GEM Listing Rules, the Administrative Services Agreement is exempt from the reporting,
announcement, annual review and independent shareholders’ approval requirements in Chapter 20 of
the GEM Listing Rules.

Lease of office in Hong Kong

(a) Description of the transaction

Deson Development, as tenant, and Grand On Enterprise (a member of the Remaining DDIHL
Group), as landlord, entered into a tenancy agreement dated 21 November 2014 (“HK Office Tenancy
Agreement”), for the rental of certain portions of the Nanyang Plaza Property located at 11th Floor
of Nanyang Plaza, No. 57 Hung To Road, Kwun Tong, Kowloon, Hong Kong with an aggregate floor
area of approximately 9,500 sq. ft. and the joint rights to occupy and use a common area with an
aggregate floor area of approximately 3,200 sq.ft.. The term of the tenancy is from 21 November 2014
to 31 March 2017, with a rental of HK$143,000 per month payable in advance. The annual rental
payable by us to Grand On Enterprise for each of the financial years ending 31 March 2015, 2016 and
2017 is not expected to exceed HK$1,716,000. In arriving at the above annual caps, our Directors have
considered the prevailing market rates, namely the rental payable for similar properties to be leased
by an Independent Third Party of similar locations. Peak Vision Appraisals Limited, the property
valuer, has been appointed to review the HK Office Tenancy Agreement and is of the view that the rent

payable under the HK Office Tenancy Agreement was at the prevailing market rent as at 30 June 2014.

Our Directors considered that the HK Office Tenancy Agreement was entered into in the ordinary
course of our Group’s business and is on normal commercial terms, fair and reasonable and in the

interests of our Company and our Shareholders as a whole.

(b) Historical transaction amounts and annual caps on future transaction amounts

Since the HK Office Tenancy Agreement is a new transaction with effect from 21 November

2014, there are no historical amounts for this transaction.
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(¢) Relationship with our Company

Grand On Enterprise is an indirect wholly-owned subsidiary of Deson Development Holdings
and therefore an associate of each of Deson Development Holdings, one of our substantial
shareholders and DDIHL, a Controlling Shareholder of our Company. Accordingly, Grand On
Enterprise is a connected person of our Company under Rule 20.07(4) of the GEM Listing Rules.

Lease of office in Shanghai, the PRC

(a) Description of the transaction

Shanghai Deson, as tenant, and %[5 B F% & SB35 (L) A PR/ A (Hua Sheng International
Real Estate Development (Shanghai) Co., Ltd.* (“Hua Sheng”) (a member of the Remaining DDIHL
Group), as landlord, entered into a tenancy agreement dated 10 December 2014 (“SH Office Tenancy
Agreement”), for the rental of certain portion of - 17 45 [ [ 71 2 % 206%9% K S8 J& & fir 248 (No. 206,
Level 2, Club House of Parkview, Baise Road, Xuhui Area, Shanghai, the PRC) with an aggregate
floor area of approximately 70 sq. m.. The term of the tenancy is from the Listing Date to 31 March
2017, with a rental RMB51,600 (equivalent to approximately HK$65,000) per year payable in
advance. The annual rental payable by us to Hua Sheng for each of the financial years ending 31 March
2015, 2016 and 2017 is not expected to exceed RMB51,600 (equivalent to approximately HK$65,000).
In arriving at the above annual caps, our Directors have considered the prevailing market rates, namely
the rental payable for similar properties to be leased by an Independent Third Party of similar
locations. Peak Vision Appraisals Limited, the property valuer, has been appointed to review the SH
Office Tenancy Agreement and is of the view that the rent payable under the SH Office Tenancy

Agreement was at the prevailing market rent as at 30 June 2014.

Our Directors considered that the SH Office Tenancy Agreement was entered into in the ordinary
course of our Group’s business and is on normal commercial terms, fair and reasonable and in the

interests of our Company and our Shareholders as a whole.

(b) Historical transaction amounts and annual caps on future transaction amounts

Since the SH Office Tenancy Agreement is a new transaction with effect from the Listing Date,

there are no historical amounts for this transaction.

(¢) Relationship with our Company

Hua Sheng is an indirect wholly-owned subsidiary of Deson Development Holdings and therefore
an associate of each of Deson Development Holdings, one of our substantial shareholders and DDIHL,
a Controlling Shareholder of our Company. Accordingly, Hua Sheng is a connected person of our
Company under Rule 20.07(4) of the GEM Listing Rules.
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GEM Rules requirements relating to the HK Office Tenancy Agreement and SH Office Tenancy
Agreement

In respect of the HK Office Tenancy Agreement and SH Office Tenancy Agreement, the aggregate
annual rental payable by us for each of the financial years ending 31 March 2015, 2016 and 2017 is
not expected to exceed HK$1,781,000 (being the sum of HK$1,716,000 and HK$65,000 (the
approximate equivalent of RMB51,600)). Since each of the percentage ratios, where applicable,
calculated by reference to the GEM Listing Rules, for the aggregate transactions under the HK Office
Tenancy Agreement and SH Office Tenancy Agreement on an annual basis is expected to be less than
5% and the aggregate annual consideration is expected to be less than HK$3,000,000, by virtue of Rule
20.74(1)(c) of the GEM Listing Rules, the continuing connected transactions contemplated thereunder
is fully exempt from the reporting, announcement requirements and the independent shareholders’

approval requirements.

Confirmation from our Directors

Our Directors (including the independent non-executive Directors) are of the view that the
continuing connected transactions described in this section have been entered into in the ordinary and
usual course of our businesses and are on normal commercial terms, are fair and reasonable and in the
interests of our Shareholders as a whole, and that the proposed annual caps for the transactions

referred to in this section are fair and reasonable, and in the interests of our Shareholders as a whole.

Our Directors currently do not expect that, immediately following the Listing, there will be any
transaction which will constitute non-exempt continuing connected transactions pursuant to the GEM
Listing Rules. On the basis of the above and given that there are no non-exempt continuing connected
transactions upon Listing, no waiver application has been made to the Stock Exchange regarding

exempting for non-exempt continuing connected transactions (as defined in the GEM Listing Rules).

We will comply with the relevant requirements under Chapter 20 of the GEM Listing Rules

should any non-exempt connected transactions occur on or after the Listing Date.

Confirmation from the property valuer

Peak Vision Appraisals Limited, the property valuer, has reviewed the HK Office Tenancy
Agreement and the SH Office Tenancy Agreement and confirmed that as of 30 June 2014, (i) the
duration for the HK Office Tenancy Agreement and the SH Office Tenancy Agreement is within normal
business practice for contracts of such types and the terms of HK Office Tenancy Agreement and the
SH Office Tenancy Agreement are on normal commercial terms; and (ii) the respective rents payable
for the properties under the HK Office Tenancy Agreement and the SH Office Tenancy Agreement
reflect the prevailing market rates and are fair and reasonable.
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DIRECTORS

Our Board of Directors consists of three executive Directors, one non-executive Director and

three independent non-executive Directors. The following table sets forth the information about our

Directors:

Name Age

Executive Director

Mr. Keung 56
Kwok Cheung
(F )

Mr. Kwok Koon 47
Keung
(50 7L 5 )

Present position

Chief executive
officer, executive
Director,
compliance
officer

Member of the
nomination and
remuneration
committees

Executive
Director

Date of
appointment Date of
as a joining our

Responsibility Director Group

Overall corporate 18 July 2014 1 March

strategy and daily 1989
operations of our

Group, including

business development

and overall

management

In charge of building 25 July 2014 12 February

and fitting out works 1996
division of our Group,

responsible for the

planning and

coordination of

projects, which covers

the coordination of

engineering resources,

progress monitoring

and work performance
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Name Age

Mr. Lo Wing 55
Ling (%7K )

Non-executive Director

Mr. Tjia Boen 71
Sien (#f3CE%)

Present position

Executive
Director

Chairman,
non-executive
Director

Member of the
nomination and
remuneration
committees

Independent non-executive Director

Mr. Cheung Ting 45
Kee (5 1EH%E)

Independent
non-executive
Director

Member of the
audit,
remuneration,
nomination and
internal control
committees

Responsibility

In charge of the
electrical and
mechanical engineering
division of our Group,
responsible for the
planning and
co-ordination of
projects, which cover
the coordination of
engineering resources,
progress monitoring
and work performance

Consultative role in
matters concerning our
Group and not day to
day management

Providing independent
advice to the Board in
areas including conflict
of interests, strategy,
performance, resources,
standard of conduct of
our Company
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Name Age
Mr. Ong King 38
Keung
(E#R)
Mr. Lee Tho 74

Siem (ZF % #%)

Executive Directors

Present position

Independent
non-executive
Director

Chairman of the
audit and internal
control
committees and
member of the
audit,
remuneration and
nomination
committees

Independent
non-executive
Director

Chairman of the
remuneration and
nomination
committees and
member of the
audit and internal
control
committees

Date of

appointment Date of

as a joining our
Responsibility Director Group

Providing independent 16 December 16 December
advice to the Board in 2014 2014

areas including conflict

of interests, strategy,

performance, resources,

standard of conduct of

our Company

Providing independent 16 December 16 December
advice to the Board in 2014 2014

areas including conflict

of interests, strategy,

performance, resources,

standard of conduct of

our Company

Keung Kwok Cheung (ZB%f), aged 56, was appointed as our Director on 18 July 2014 and

compliance officer on 4 September 2014. He was re-designated as our chief executive officer,

executive Director on 16 December 2014. His appointment as a member of both the remuneration and

nomination committees will take effect on the Listing Date. Mr. Keung is primarily in charge of our

Group’s overall corporate strategy and daily operations of our Group, including business development

and overall management. He is the Technical Director and an Authorised Signatory for Deson

Development as Registered General Building Contractor with the Buildings Department since 1999.

— 257 —



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

DIRECTORS, SENIOR MANAGEMENT AND STAFF

Based on when he first joined our Group, Mr. Keung has over 25 years of experience in the fields
of civil, structural and building engineering and in the management of large-scale projects. Prior to
the Spin-off, Mr. Keung was primarily responsible for the engineering and contracts departments of
the DDIHL Group and responsible for project management, feasibility studies, budgetary control,
business strategies development and liaise with government departments and clients. He first joined
the DDIHL Group as an assistant project manager in March 1989 and was promoted to contracts
administrator in February 1991, later as contracts manager in November 1993 and assistant general
manager in June 1994. On 20 November 1998, he was appointed as an executive director of DDIHL
(Main Board, stock code: 00262), which is a Controlling Shareholder of our Company. He will resign
as an executive director of DDIHL prior to Listing.

Mr. Keung was awarded with an Associateship in Civil and Structural Engineering from the Hong
Kong Polytechnic University (formerly known as Hong Kong Polytechnic) in November 1982 and
graduated from the University of Macau (formerly known as University of East Asia, Macau) with the
Master of Business Administration in January 1991. He was admitted as a fellow member of The Hong
Kong Institute of Directors in September 2004.

Mr. Keung was a director of the following companies, which were dissolved or wound-up (but
not due to member’s voluntary winding-up) with details as follows:

Principal
business
activity
immediately
before Date of dissolution
Name of company dissolution or winding-up Details
Fitness Concept Investment 30 June 2005 This was a Cayman Islands
International Holdings holding incorporated company. Mr. Keung
Limited confirmed that it was solvent and
inactive at the time of such
company’s application to being
struck off from the registrar of
companies in the Cayman Islands
and subsequently dissolved.
W & D Joint Venture Never 19 December 2008  These were Hong Kong incorporated
Limited carried companies de-registered under
Leadtrade Development on/ceased 15 November 2013 section 291AA of the Predecessor
Limited business Companies Ordinance and
accordingly dissolved upon
de-registration™°®
Billion Hope Holdings  Contracting 2 February 2010 This was a Hong Kong incorporated
Limited (“Billion works in company, which was compulsory
Hope”) building wound-up by our subsidiary, Deson
industry Development™ete 2,
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Notes:

(1) Under section 291 AA of the Predecessor Companies Ordinance, an application for deregistration can only be made if (a)
all the members of such company agreed to such deregistration; (b) such company has never commenced business or
operation, or has ceased to carry on business or ceased operation for more than three months immediately before the

application; and (c¢) such company has no outstanding liabilities.

(2)  Billion Hope was a joint venture company owned as to approximately 70% by Deson Development and 30% by a third
party and its principal business was performing certain contracting works. Due to the breaking down of relationship with
the joint venture partner, Deson Development paid certain suppliers of Billion Hope directly on behalf of Billion Hope
when it was unable to and eventually, after completion of a project, Deson Development made a petition in 2005 to the
courts of Hong Kong for the compulsory winding-up of Billion Hope in order to recover the repayment of such unpaid

amounts owed to Deson Development by Billion Hope.

Mr. Keung confirmed that there is no wrongful act on his part leading to the above dissolution
and winding-up of the companies and he is not aware of any actual or potential claim has been or will
be made against him as a result of the dissolutions and winding-up of these companies.

Kwok Koon Keung (385@58), aged 47, was appointed as our Director on 25 July 2014 and was
re-designated as our executive Director on 16 December 2014. Mr. Kwok is primarily responsible for
building and fitting out works division of our Group and further responsible for the planning and
coordination of projects, which covers the coordination of engineering resources, progress monitoring
and work performance. Prior to the Spin-off, Mr. Kwok was the contracts manager of our Group and
was previously in charge of the contract department and was responsible for liaison with architects,
designers and consultants, preparation of tender and payment application, estimation of cost, valuation
of variations and settlement of final account. Based on when he first joined our Group, Mr. Kwok has
over 18 years of experience in the building industry. He joined the DDIHL Group as a quantity
surveyor in February 1996 and was promoted to senior quantity surveyor in March 1997, and later as
deputy contracts manager and contracts manager in July 2002 and May 2003 respectively.

Mr. Kwok graduated from the London South Bank University (formerly known as South Bank
University) with a Bachelor of Science degree with distinction in June 1992. He is a professional
associate of The Royal Institution of Chartered Surveyors since November 1997.

Lo Wing Ling (#&EKZ), aged 55, was appointed as our Director on 25 July 2014 and was
re-designated as our executive Director on 16 December 2014. Mr. Lo is in charge of the electrical and
mechanical engineering division of our Group, responsible for the planning and co-ordination of
projects, which cover the coordination of engineering resources, progress monitoring and work
performance. Based on when he first joined our Group, Mr. Lo has over 14 years of experience in
environmental engineering and building service work. Mr. Lo joined our Group in August 2000 as the
director of Kenworth Engineering and prior to the Spin-off, he was in charge of the engineering
division of the DDIHL Group. He is responsible for planning and co-ordination of projects, which
cover the co-ordination of engineering resources, progress monitoring and work performance. Mr. Lo
is the Technical Director and an Authorised Signatory for Kenworth Engineering as a Registered
Specialist Contractor (ventilation works category) with the Buildings Department since 2000 and 2001
respectively.
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Mr. Lo graduated from the University of Hong Kong with a Bachelor of Science degree in
Engineering in November 1981 and through part-time studies, graduated from the City University of
Hong Kong (formerly known as City Polytechnic of Hong Kong) with a Bachelor of Arts degree in
Business Studies in November 1990. He has also studied as an external student and obtained a Master

of Science degree in Environmental Management from the University of London in December 2003.
Chairman and non-executive Director

Tjia Boen Sien (33 E%), aged 71, was appointed as our Director on 18 July 2014 and was
re-designated as our chairman, non-executive Director on 16 December 2014. His appointment as a
member of both the remuneration and nomination committees will take effect on the Listing Date.
Based on when he first founded our Group, he has over 26 years of experience in the building industry
in the PRC and Hong Kong. Mr. Tjia is one of the co-founders of our Group. He will remain as an
executive Director, Managing Director and Deputy Chairman of DDIHL after the Listing and is our
Substantial Shareholder. Mr. Tjia is primarily responsible for a consultative role in matters concerning

our Group and will not be involved in the day-to-day management of our Group.

Mr. Tjia graduated from chemistry studies at the Huaqgiao University (34§ K%2) in the PRC in
July 1966. He was admitted as member of The Chartered Institute of Building in November 1996 and
is a professional member of The Royal Institution of Chartered Surveyors since October 2002. Mr. Tjia
previously served as the vice chairman and honorable member of Zhan Tian You Civil Engineering
Science and Technology Development Fund Management Committee (/& Kffi T A TFER}EL 3 fi %5 &
EeEREZR).

Mr. Tjia was a director of the following companies, which were dissolved or wound-up (but not

due to member’s voluntary winding-up) with details as follows:

Principal
business
activity
immediately
before Date of dissolution
Name of company dissolution or winding-up Details
Fitness Concept Investment 30 June 2005 This was a Cayman Islands
International Holdings holding incorporated company. Mr. Tjia
Limited confirmed that it was solvent and

inactive at the time of such
company’s application to being
struck off from the registrar of
companies in the Cayman Islands
and dissolved.

— 260 —



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

DIRECTORS, SENIOR MANAGEMENT AND STAFF

Principal
business
activity
immediately
before Date of dissolution
Name of company dissolution or winding-up
W & D Joint Venture Never 19 December 2008
Limited carried
Deson - IEE Limited on/ceased 17 July 2009
Deson - IES Engineering business 17 July 2009
Limited
Bless Honour Limited 31 July 2009
Capital Mind Securities 18 June 2010
Limited
Pacific Chest Limited 20 August 2010
Lucky Pacific (Asia) 3 May 2013
Development Limited
Lucky Pacific Industries 3 May 2013
Limited
Leadtrade Development 15 November 2013
Limited
Link Systems Limited 4 July 2014
fet ok A 3545 3L Management 19 November 2012
(I A BRA W consultation
(Jianyi Enterprise services
Management
Consultation
(Shenzhen) Co.,
Ltd.*)

Billion Hope Holdings  Contracting 2 February 2010

Limited (“Billion works in
Hope”) building
industry

Notes:

(1)

(2)

Details

These were Hong Kong incorporated
companies de-registered under
section 291AA of the Predecessor
Companies Ordinance and
accordingly dissolved upon

de-registration™°'¢

This was a PRC established limited
liabilities company, which is a
wholly foreign-owned enterprise. It
was dissolved upon the expiry of
the operation term as set out in its
business certificate.

This was a Hong Kong incorporated
company, which was compulsory
wound-up by our subsidiary, Deson
Development™ete 2,

Under section 291AA of the Predecessor Companies Ordinance, an application for deregistration can only be made if (a)

all the members of such company agreed to such deregistration; (b) such company has never commenced business or

operation, or has ceased to carry on business or ceased operation for more than three months immediately before the

application; and (c¢) such company has no outstanding liabilities.

Billion Hope was a joint venture company owned as to approximately 70% by Deson Development and 30% by a third

party and its principal business was performing certain contracting works. Due to the breaking down of relationship with
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the joint venture partner, Deson Development paid certain suppliers of Billion Hope directly on behalf of Billion Hope
when it was unable to and eventually, after completion of a project, Deson Development made a petition in 2005 to the
courts of Hong Kong for the compulsory winding-up of Billion Hope in order to recover the repayment of such unpaid

amounts owed to Deson Development by Billion Hope.

Mr. Tjia confirmed that there is no wrongful act on his part leading to the above dissolutions and
winding-up of the companies and he is not aware of any actual or potential claim has been or will be

made against him as a result of the dissolutions and winding-up of these companies.
Independent non-executive Directors

Cheung Ting Kee (GR¥EE), aged 45, was appointed as our independent non-executive Director
on 16 December 2014. His appointment as the member of our remuneration, nomination, audit and
internal control committees will take effect on the Listing Date. Mr. Cheung has over 19 years of
working experience in the securities industry including equity research, equity sales, fund
management and corporate finance. Mr. Cheung is currently the sole director and a responsible officer
of a Hong Kong company being a corporation licensed to carry out type 6 (advising on corporate
finance) regulated activities under the SFO.

Mr. Cheung obtained a Bachelor of Business Administration degree from Ohio University in
March 1994 and a Master in Professional Accounting from The Hong Kong Polytechnic University in
November 2002.

Ong King Keung (E# &), aged 38, was appointed as our independent non-executive Director
on 16 December 2014. His appointment as the chairman of our audit and internal control committees
and member of our remuneration and nomination committees will take effect on the Listing Date. He
has over 14 years of experience in auditing and accounting industry. Mr. Ong is currently the company
secretary of Wonderful Sky Financial Group Holdings Limited (Main Board, stock code: 01260) and
Unity Investments Holdings Limited (Main Board, stock code: 00913). Mr. Ong obtained a Bachelor
of Arts degree in Accountancy from The Hong Kong Polytechnic University in November 1998 and
a Master of Science degree in Finance from the City University of Hong Kong in November 2007. Mr.
Ong has been a fellow of the Association of Chartered Certified Accountants since October 2007 and
a fellow of the Hong Kong Institute of Certified Public Accountants since June 2010.

Mr. Ong serves as an independent non-executive director of the following companies listed on
the Main Board:

Name of company Stock code Position Length of service

China Water Affairs Group 00855 Independent 30 March 2007 to
Limited non-executive director now

China Environmental Energy 00986 Independent 1 March 2013 to
Investment Limited non-executive director 31 August 2014
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Lee Tho Siem (Z% ), aged 74, was appointed as our independent non-executive Director on
16 December 2014. His appointment as the chairman of our remuneration and nomination committees
and member of our audit and internal control committees will take effect on the Listing Date. He has
over 38 years of experience in the banking industry. He worked in Hua Chiao Commercial Bank
Limited from September 1963 to November 2001 and was appointed as a director and acting general
manager in January 2000. He served as an independent non-executive director of United Metals
Holdings Limited (now known as CNNC International Limited) (Main Board, stock code: 2302)
between January 2003 to December 2008.

Disclosure of relationships and as required under Rule 17.50(2) of the GEM Listing Rules

Except for Mr. Tjia being one of our Substantial Shareholders, each of our Directors and senior
management are independent from and not related to any other Director, senior management or our
Substantial Shareholders.

Save as disclosed above and elsewhere in this document, each of our Directors confirmed with
respect to him that: (i) apart from our Company, he has not held directorships in the last three years
in other public companies the securities of which are listed on any securities market in Hong Kong
or overseas; (ii) save as disclosed in the section headed “Statutory and general information — C.
Further information about our Directors and Substantial Shareholders” in Appendix IV to this
document, he does not have any interests in the Shares within the meaning of Part XV of the SFO; (iii)
there is no other information that should be disclosed for him pursuant to Rule 17.50(2) of the GEM
Listing Rules; and (iv) to the best of the knowledge, information and belief of our Directors having
made all reasonable enquiries, there are no other matters with respect to the appointment of our

Directors that need to be brought to the attention of our Shareholders.
SENIOR MANAGEMENT

The following table sets forth the information concerning our senior management:

Date of
appointment
Present as a senior Date of joining
Name Age position Responsibility management our Group

Mr. Chan Chi 51 Senior project Senior project manager March 2003 16 July 1992

Kwong manager and supervise our Group’s
(BREE) construction projects in
Hong Kong

Mr. Yeung 52 Senior project Senior project manager August 2004 16 April 1994

Yam Chi manager and supervise our Group’s
(HBEZ) construction projects in

Hong Kong and the PRC
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Date of
appointment
Present as a senior Date of joining
Name Age position Responsibility management our Group

Mr. Lee Kai 55 Senior project Senior project manager January 2014 15 August 1997
Ming manager and supervise our
(& R Group’s construction
projects in Hong Kong

Mr. Tong Ka 48 Financial Accounting, finance, July 2014 7 July 2014
Ming, controller and  listing compliance and
Patrick company company secretarial
JEZEM) secretary functions of our Group

Ms. Li Ngan 53 Administration Administrative and human December 1988 1 December
Mei, May manager resources matters of our 1988
() Group

Chan Chi Kwong (BR& ), aged 51, is a senior project manager of our Group. Based on when
he first joined our Group, he has over 22 years of experience in the field of civil and structural
engineering. Prior to the Spin-off, Mr. Chan joined our Group in July 1992 as a project coordinator,
and was promoted as a senior project engineer and an assistant project manager in November 1993 and
June 1995 respectively. He was later further promoted as a project manager in April 1996 and as a
senior project manager in March 2003. He is responsible for our Group’s construction projects in
Hong Kong. He is an Authorised Signatory for Deson Development as Registered General Building
Contractor with the Buildings Department since 1999. Mr. Chan obtained a Bachelor of Science degree
in construction management from the University of Wolverhampton in October 2003. He was admitted
as an associate member of The Chartered Institute of Building in January 1995.

During the three years immediately preceding the date of this document, Mr. Chan has not been
a director of a public company the securities of which are listed on any securities market in Hong
Kong or overseas.

Yeung Yam Chi (#5#&2), aged 52, is a senior project manager of our Group. Based on when he
first joined our Group, Mr. Yeung has over 20 years of experience in the field of civil and structural
engineering, interior fitting out and decoration works. Prior to the Spin-off, Mr. Yeung joined our
Group in April 1994 as an assistant project manager and was promoted as a project manager in March
1998 and as a senior project manager in August 2004. He is responsible for the Group’s construction
projects in Hong Kong and the PRC, in particular, progress monitoring and quality assurance, site
co-ordination, submission of government documents, liaison with clients, architects, sub-contractors
and consultants and also provide technical review of the sub-contractors’ standard and qualification.
Mr. Yeung is an Authorised Signatory for Deson Development as a Registered General Building
Contractor with the Buildings Department since 1999. Mr. Yeung obtained a Diploma in Civil
Engineering from Hong Kong Baptist College in July 1985 and a Master of Engineering degree from
The University of Sheffield in January 1987.

— 264 —



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

DIRECTORS, SENIOR MANAGEMENT AND STAFF

During the three years immediately preceding the date of this document, Mr. Yeung has not been
a director of a public company the securities of which are listed on any securities market in Hong
Kong or overseas.

Lee Kai Ming (ZfH), aged 55, is a senior project manager of our Group. Based on when he
first joined our Group, Mr. Lee has over 17 years of experience in the field of building services and
engineering. Prior to the Spin-off, he joined our Group in August 1997 as an electrical and mechanical
engineer and was later transferred to Kenworth Engineering, our subsidiary, as a project manager since
February 2012 and promoted as a senior project manager in January 2014. He is responsible for all
our building services projects in Hong Kong. Mr. Lee is a Technical Director for Kenworth
Engineering as a Registered Specialist Contractor (ventilation works category) with the Buildings
Department since 2002.

Mr. Lee has obtained a Higher Diploma in Mechanical Engineering and an Endorsement
Certificate in Building Services from The Hong Kong Polytechnic University (formerly known as
Hong Kong Polytechnic) in November 1982 and November 1988 respectively. He has passed the
Engineering Council Examination Part 2 subjects by The Engineering Council in July 1985. Mr. Lee
is a member of The Chartered Institution of Building Services Engineers since February 1987 and was
authorised as a chartered engineer under The Engineering Council since February 1988. He is a
member of The Hong Kong Institution of Engineers since June 1991. Furthermore, Mr. Lee is
registered as a Registered Professional Engineer (Building Services) with the Engineering
Registration Board since April 2011.

During the three years immediately preceding the date of this document, Mr. Lee has not been
a director of a public company the securities of which are listed on any securities market in Hong

Kong or overseas.

Tong Ka Ming, Patrick (JE=X8), aged 48, is the financial controller and company secretary of
our Group. Prior to the Spin-off, he joined our Group in July 2014. He is responsible for accounting,
finance, listing compliance and company secretarial. He has over 22 years of experience in auditing,
accounting and financial management. Prior to joining our Group, Mr. Tong served as a staff
accountant in Ernst & Young between January 1992 to August 1993, as an accounting manager in
Stime Watch MFG. Co. Ltd. between September 1993 to August 1995, as a deputy controller in CCA
International Ltd between August 1995 to April 1997, as a chief financial officer in Arcontech
Corporation between January 2000 to April 2003, as a financial controller in Artel Industries Limited
between April 2004 to September 2004, as an assistant financial controller (later promoted to financial
controller in December 2008) in Hong Kong Resources Holdings Company Limited (Main Board,
stock code: 02882, formerly known as Ocean Grand Chemicals Holdings Limited) between March
2005 to November 2013.

Mr. Tong has obtained a Bachelor of Science degree in Business Studies from the University of
Bradford in July 1990 and a Master of Commerce degree in Finance with Languages from the
University of Sydney in October 1999. He is a certified public accountant of the Hong Kong Institute
of Certified Public Accountants since July 1995.
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During the three years immediately preceding the date of this document, Mr. Tong has not been
a director of a public company the securities of which are listed on any securities market in Hong

Kong or overseas.

Li Ngan Mei, May (ZF#R %), aged 53, is the administration manager of our Group. Based on
when she first joined our Group, Ms. Li has over 26 years of experience in dealing with personnel and
administration matters. Prior to the Spin-off, she joined our Group in December 1988 as the
administration manager. She is in charge of our Group’s administrative and human resources matters
including the overseeing of the administrative department, which is responsible for maintenance and
renewal of our licences, permits and qualifications. Prior to joining our Group, she served as an
accounting clerk in Hop Hing Oil Factory Limited between September 1981 to April 1983. She later

served in Wu Yi Engineering Company Limited as an administrator from June 1985 to November 1988.

Ms. Li has obtained a Secretarial Diploma from The Chinese Young Men’s Christian Association
Hong Kong in May 1981.

During the three years immediately preceding the date of this document, Ms. Li has not been a
director of a public company the securities of which are listed on any securities market in Hong Kong

Oor overseas.

COMPANY SECRETARY

Tong Ka Ming, Patrick (B B), is our financial controller and company secretary. Please refer

to the paragraph headed “Senior management” of this section for further information.

COMPLIANCE OFFICER

Keung Kwok Cheung (Z B ) was appointed as the compliance officer (Rule 5.19 of the GEM
Listing Rules) of our Company on 4 September 2014. Please refer to paragraph headed “Executive
director” of this section for details of the qualification and experience of Mr. Keung.

DIRECTORS’ AND SENIOR MANAGEMENT’S REMUNERATION

During the Track Record Period, the total remuneration (including salaries and allowances,
discretionary bonus, contributions to pension schemes) paid by us to our Directors for the years ended
31 March 2013 and 2014 and the five months ended 31 August 2014 was approximately HK$3.3
million, approximately HK$3.9 million and approximately HK$1.4 million respectively.

The total remuneration (including salaries and bonus, allowances, pension scheme contributions)
paid by us to the five highest paid individuals of our Group, including our Directors, for the years
ended 31 March 2013 and 2014 and the five months ended 31 August 2014 was approximately HK$4.3
million, approximately HK$5.5 million and approximately HK$1.9 million respectively.
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Under the arrangements currently in force, the aggregate remuneration and benefits in kind of
our Directors paid or payable (excluding any commission or discretionary bonus) in respect of the year
ending 31 March 2015 is estimated to be approximately HK$4.2 million.

REMUNERATION POLICY

Our executive Directors, non-executive Directors, the independent non-executive Directors and
senior management receive compensation in the form of director fees, salaries, benefits in kind and/or
discretionary bonuses with reference to those paid by comparable companies, time commitment and
the performance of our Group. Our Group also reimburses our Directors and senior management for
expenses which are necessarily and reasonably incurred for the provision of services to our Group or
executing their functions in relation to the operations of our Group. We regularly review and
determine the remuneration and compensation packages of our Directors and senior management, by
reference to, among other things, market level of remuneration and compensation paid by comparable

companies, the respective responsibilities of our Directors and the performance of our Group.

COMPLIANCE ADVISER

Our Company has appointed Kingsway Capital Limited as its compliance adviser pursuant to
Rule 6A.19 of the GEM Listing Rules. Pursuant to Rule 6A.23 of the GEM Listing Rules, the

compliance adviser will advise us on the following circumstances:

(a) before the publication of any regulator announcement, circular or financial report;

(b) where a transaction which might be notifiable or connected transaction, is contemplated

including shares issues and share repurchases;

(c) where our Company proposes to use the proceeds of the [REDACTED] in a manner
different from that detailed in this document or where our business activities, developments

or results deviates from any forecast, estimate or other information in this document; and

(d) where the Stock Exchange makes any enquiry to our Company under Rule 17.11 of the
GEM Listing Rules.

The term of the appointment shall commence on the Listing Date and end on the date on which
we comply with Rule 18.03 of the GEM Listing Rules in respect of our financial results for the second

full financial year commencing after the Listing Date, subject to early termination.

The compliance adviser shall provide us with services, including guidance and advice as to
compliance with the requirements under the GEM Listing Rules and applicable laws, rules, codes and

guidelines, and to act as one of our principal channels of communication with the Stock Exchange.
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AUDIT COMMITTEE

Our Company established an audit committee on 16 December 2014 in compliance with Rule
5.28 of the GEM Listing Rules and with written terms of reference in compliance with the Corporate
Governance Code. The primary duties of the audit committee are to review and supervise the financial
reporting process and internal control procedures of our Group, and to develop and review the policies

and procedures for corporate governance and make recommendations to the Board.

The audit committee comprises the three independent non-executive Directors, namely Mr. Lee
Tho Siem, Mr. Cheung Ting Kee and Mr. Ong King Keung. Mr. Ong King Keung is the chairman of

the audit committee.

REMUNERATION COMMITTEE

Our Company established a remuneration committee pursuant to a resolution of our Directors
passed on 16 December 2014 in compliance with Rule 5.34 of the GEM Listing Rules and with written
terms of reference in compliance with the Corporate Governance Code. The primary duties of the
remuneration committee are to review and to determine the terms of remuneration packages, bonuses
and other compensation payable to our Directors and other senior management and to establish a

formal and transparent procedure for developing policy in relation to remuneration.

The remuneration committee comprises one executive Director, Mr. Keung Kwok Cheung, one
non-executive Director, Mr. Tjia Boen Sien, and three independent non-executive Directors, namely
Mr. Lee Tho Siem, Mr. Cheung Ting Kee and Mr. Ong King Keung. Mr. Lee Tho Siem is the chairman

of the remuneration committee.

NOMINATION COMMITTEE

Our Company established a nomination committee pursuant to a resolution of our Directors
passed on 16 December 2014 and with written terms of reference in compliance with the Corporate
Governance Code. The primary duties of the nomination committee are to review the structure, size,
composition and diversity of the Board and make recommendations to the Board on the appointment

of our Directors and management of Board succession.

The nomination committee comprises one executive Director, Mr. Keung Kwok Cheung, one
non-executive Director, Mr. Tjia Boen Sien, and three independent non-executive Directors, namely
Mr. Lee Tho Siem, Mr. Cheung Ting Kee and Mr. Ong King Keung. Mr. Lee Tho Siem is the chairman

of the nomination committee.
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INTERNAL CONTROL COMMITTEE

Our Company established an internal control committee pursuant to a resolution of our Directors
passed on 16 December 2014.

The primary duties of the internal control committee are to ensure good corporate governance
standards and practices are maintained, to review and discuss solutions to regulatory compliance and

internal control matters and to review and ensure compliance with the non-competition agreement.

The internal control committee comprises the three independent non-executive Directors, namely
Mr. Lee Tho Siem, Mr. Cheung Ting Kee and Mr. Ong King Keung. Mr. Ong King Keung is the
chairman of the internal control committee.

CORPORATE GOVERNANCE

Our Company will comply with the Corporate Governance Code in Appendix 15 to the GEM
Listing Rules.

Our Directors will review our corporate governance policies and compliance with the Corporate
Governance Code each financial year and comply with the “comply or explain” principle in our

corporate governance report, which will be included in our annual reports upon the Listing.
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SUBSTANTIAL AND SIGNIFICANT SHAREHOLDERS

So far as our Directors are aware, as at the Latest Practicable Date and immediately following
the completion of the Distribution and the [REDACTED], the following persons will have an interest
or short position in the Shares and the underlying Shares which would fall to be disclosed to our
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who will be, directly
or indirectly, interested in 5% or more of the nominal value of any class of share capital carrying rights
to vote in all circumstances at general meetings of members of our Group and are therefore regarded

as significant shareholders under the GEM Listing Rules:

(a) Interests in Shares of our Company
As at the Latest
Practicable Date upon
completion of the Following completion
Reorganisation but of the Distribution and
before the Distribution the [REDACTED]
Number of Percentage of Percentage of
shares of shareholding shareholding
par value in our Number of in our

Name Type of interest HK$0.05 Company Shares held Company

(%) (%)

Deson Development Beneficial owner 204,707,947 58.49% [REDACTED] [REDACTED]

Holdings

DDIHL Beneficial owner 110,642,053 31.61% — —

(Note 1)
Interest in 204,707,947 58.49% [REDACTED] [REDACTED]
controlled
corporation (Note 2)
Sparta Assets Beneficial owner 0 0% |[REDACTED] [REDACTED]
Limited
Interest in 315,350,000 90.1% [REDACTED] [REDACTED]
controlled
corporations
(Note 3)

Mr. Tjia Beneficial owner 0 0% [REDACTED] [REDACTED]
Interest in 315,350,000 90.1% [REDACTED] [REDACTED]
controlled
corporations
(Note 4)
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As at the Latest
Practicable Date upon

completion of the Following completion
Reorganisation but of the Distribution and
before the Distribution the [REDACTED]
Number of Percentage of Percentage of
shares of shareholding shareholding
par value in our Number of in our
Name Type of interest HK$0.05 Company Shares held Company
(%) (%)
HEHL Beneficial owner 34,650,000 9.9% [REDACTED] [REDACTED]
Capital VC Limited Interest in 34,650,000 9.9% [REDACTED] [REDACTED]
controlled
corporation (Note 5)
Granda Overseas Beneficial owner 0 0% [REDACTED] [REDACTED]
Holding Co. Ltd.
Mr. Chen Huofa Interest in 0 0% [REDACTED] [REDACTED]

Notes:

controlled
corporation (Note 6)

These [REDACTED] Shares held by DDIHL will be distributed to all DDIHL Qualifying Shareholders upon

implementation of the Distribution.

Deson Development Holdings is a company incorporated in the BVI and wholly owned by DDIHL. DDIHL is deemed

interested in the Shares beneficially owned by Deson Development Holdings.

Sparta Assets Limited directly beneficially owned 233,290,000 DDIHL Shares, representing 42.17% of the issued share
capital in DDIHL. By virtue of the SFO, Sparta Assets Limited was deemed to be interested in (i) [REDACTED] Shares
indirectly owned by DDIHL (through Deson Development Holdings) and [REDACTED] Shares directly owned by
DDIHL as at the Latest Practicable Date upon completion of the Reorganisation but before the Distribution; and (ii)
[REDACTED] Shares indirectly owned by DDIHL (through Deson Development Holdings) following completion of the
Distribution and the [REDACTED].

Sparta Assets Limited is a company incorporated in the BVI and wholly owned by Mr. Tjia. Pursuant to Note 3 above,
Mr. Tjia is deemed to be interested in (A) as at the Latest Practicable Date upon completion of the Reorganisation but
before the Distribution, (i) [REDACTED] Shares that Sparta Assets Limited was deemed interested in and which were
indirectly held by DDIHL (through Deson Development Holdings); and (ii) [REDACTED] Shares directly owned by
DDIHL which Sparta Assets Limited was deemed interested in; and (B) following completion of the Distribution and the
[REDACTED], (i) [REDACTED] Shares that Sparta Assets Limited is deemed interested in and which are indirectly held
by DDIHL (through Deson Development Holdings) and (ii) [REDACTED] Shares beneficially owned directly by Sparta
Assets Limited.

HEHL is a company incorporated in the BVI and wholly owned by Capital VC Limited, a company incorporated in the

Cayman Islands and whose shares are listed on the Stock Exchange (Main Board, stock code: 02324). By virtue of the
SFO, Capital VC Limited is deemed to be interested in 34,650,000 Shares.
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6. Granda Overseas Holding Co. Ltd., is a company incorporated in the BVI and wholly owned by Mr. Chen Huofa. By
virtue of the SFO, Mr. Chen Huofa is deemed to be interested in [REDACTED] Shares held through Granda Overseas

Holding Co. Ltd..

(b) Interests in Shares of other members of the Group

Percentage of

Name of non wholly-owned Name of shareholding in

subsidiaries shareholder(s) our Company

(%)

Deson Construction Engineering Sudbury Profits Limited (Note 1) 14.30

Beijing Chang-de BCEG (Note 2) 30.00
Notes:

1. Save for its interest in Deson Construction Engineering, Sudbury Profits Limited is an Independent Third Party.

2. Save for its interest in Beijing Chang-de, BCEG is an Independent Third Party.

Save as disclosed above, as at the Latest Practicable Date, none of our Directors or chief
executive of our Company is aware of any other person who will, immediately following the
completion of the Distribution and the [REDACTED], have an interest or short position in the Shares
or the underlying Shares which would fall to be disclosed to our Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who is, directly or indirectly,
interested in 5% or more of the nominal value of any class of share capital carrying rights to vote in
all circumstances at general meetings of members of our Group and are therefore regarded as
significant shareholders under the GEM Listing Rules.

UNDERTAKINGS

[REDACTED]
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[REDACTED]
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SHARE CAPITAL OF OUR COMPANY

The following is a description of the authorised and issued share capital of our Company

immediately before and following the completion of the [REDACTED] and upon Listing:

HKS$
Authorised share capital
2,000,000,000 Shares of par value HK$0.05 each 100,000,000
Shares issued and fully paid or credited as fully paid

HKS$

350,000,000 Shares in issue as at the date of this document 17,500,000
[REDACTED] Shares to be issued under the [REDACTED] [REDACTED]
Total:

[REDACTED] Shares [REDACTED]
ASSUMPTIONS

The above table assumes that the [REDACTED] becomes unconditional and does not take into
any Shares which may be allotted and issued or repurchased by our Company pursuant to the general

mandates given to our Directors to allot and issue or repurchase Shares as referred to below.

RANKING

The [REDACTED] are ordinary shares and will rank pari passu in all respects with all the Shares
now in issue or to be issued as mentioned herein, and, in particular, will qualify in full for all
dividends or other distributions declared, made or paid on the Shares in respect of a record date which

falls after the date of this document.

MINIMUM PUBLIC FLOAT

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

274 —



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

SHARE CAPITAL

GENERAL MANDATE TO ISSUE SHARES

Conditional on the fulfilment or waiver (as applicable) of the conditions set out in the section
headed “Structure and conditions of the Placing — Conditions of the [REDACTED]” of this document,
our Directors have been granted a general unconditional mandate to allot, issue and deal with Shares
with an aggregate nominal value of not more than the sum of:

(a) 20% of the aggregate nominal amount of the share capital of our Company in issue
immediately following completion of the [REDACTED] and upon Listing; and

(b) the aggregate nominal amount of the share capital of our Company repurchased by our
Company, if any, under the general mandate to repurchase Shares referred to below.

The allotment and issue of Shares under a rights issue, script dividend scheme or similar
arrangement in accordance with the Articles do not generally require the approval of the Shareholders
in general meeting and the aggregate nominal value of the Shares which our Directors are authorised
to allot and issue under this mandate will not be reduced by the allotment and issue of such Shares.

This general mandate will expire at the earliest of:

(a) the conclusion of our Company’s next annual general meeting;

(b) the expiration of the period within which our Company is required by applicable laws or
its Articles to hold its next annual general meeting; and

(c) when varied, revoked or renewed by an ordinary resolution of our Shareholders in general
meeting.

For further details of this general mandate, please refer to the section headed “A. Further
information about our Company and our subsidiaries — 3. Written resolutions of our then sole
Shareholder passed on 16 December 2014” in Appendix IV to this document.

GENERAL MANDATE TO REPURCHASE SHARES

Conditional on the fulfilment or waiver (as applicable) of the conditions set out in the section
headed “Structure and conditions of the Placing — Conditions of the [REDACTED]” of this document,
our Directors have been granted a general unconditional mandate to exercise all the powers of our
Company to repurchase Shares with an aggregate nominal value of not more than 10% of the aggregate
nominal amount of the share capital of our Company in issue following completion of the
[REDACTED] and upon Listing.

This general mandate only relates to repurchases made on the Stock Exchange, or any other
exchange on which the Shares are listed (and which is recognised by the SFC and the Stock Exchange
for this purpose), which are made in accordance with all applicable laws and requirements of the GEM
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Listing Rules. Further information required by the Stock Exchange to be included in this document
regarding the repurchase of Shares is set out in the section headed “A. Further information about our
Company and our subsidiaries — Repurchase by our Company of its own securities” in Appendix IV

to this document.

This general mandate will expire at the earliest of:

(a) the conclusion of our Company’s next annual general meeting;

(b) the expiration of the period within which our Company is required by applicable laws or

the Articles to hold its next annual general meeting; and

(c) when varied, revoked or renewed by an ordinary resolution of our Shareholders in general

meeting.

For further details of this general mandate, please refer to the section headed “A. Further
information about our Company and our subsidiaries — 3. Written resolutions of our then sole
Shareholders passed on 16 December 2014” in Appendix IV to this document.
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FUTURE PLANS

Our business objectives are to achieve sustainable growth in our current business and to create
long-term shareholder’s value by mainly focusing on the Hong Kong and the PRC markets in the near
term. For a detailed description of the Group’s future plans, please refer to the section headed
“Business — Corporate strategies” of this document.

Implementation plans

Our Group’s implementation plans are set forth below for the period from the Latest Practicable
Date up to 31 March 2017. Investors should note that the implementation plan is drawn up based on
the current economic status and the assumptions as set out in the paragraph headed “Bases and
assumptions” of this section. These bases and assumptions are inherently subject to many uncertainties
and unpredictable factors, in particular the risk factors as set out in the section headed “Risk factors”
of this document. Therefore, there is no assurance that our business plans will materialise in
accordance with the estimated time frame and that our future plans will be accomplished at all.

The total amount of listing expenses in connection with the Listing is estimated to be
approximately HK$[REDACTED] million and will be settled partly by the proceeds from the
pre-Listing investment of approximately HK$[REDACTED] million (as set out in the section headed
“History, Reorganisation and corporate structure — Pre-Listing investment” of this document). The
remaining amount will be settled from the proceeds of the [REDACTED].

Accordingly, the net proceeds from the [REDACTED] are estimated to amount to approximately
HK$[REDACTED] million, assuming a [REDACTED] of HK$[REDACTED] per [REDACTED],
being the mid-point of the indicative [REDACTED] range of HK$[REDACTED] to
HK$[REDACTED] per [REDACTED]. The Group intends to apply such net proceeds from the
[REDACTED] as follows:

Operation of two existing approximately [REDACTED]% of the net proceeds or
projects approximately HK$[REDACTED] million will be used for the
operation of two existing projects, which are the most capital
intensive on-going building construction and fitting-out

projects as at 31 October 2014.

Currently we have allocated:

o approximately [REDACTED]% of the net proceeds or
approximately HK$[REDACTED] million for a project
involving building construction works for residential
houses in Hong Kong. The contract sum for this project
is approximately HK$237.5 million and the project is at
the middle stage of its development as at the Latest
Practicable Date. As the project is already in
development, the proceeds will be used for financing the
remaining part of the project costs particularly payment
of sub-contractors and material suppliers during the
remaining stages of the project until its expected
completion in mid-2016; and
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o approximately [REDACTED]% of the net proceeds or
approximately HK$[REDACTED] million for a project
involving fitting-out works for a shop of a luxury brand
in Hong Kong. The contract sum for this project is
approximately HK$58 million and the project is at the
early stage of its development as at the Latest
Practicable Date. As the project is already in
development, the proceeds will be used for financing the
remaining part of the project costs particularly payment
of sub-contractors and material suppliers during the
remaining stages of the project until its expected
completion in mid-2016.

If there is deficiency funding, such expenditure will be
financed by our internal resources and the available banking
facilities.

General working capital approximately [REDACTED]% of the net proceeds or
approximately HK$[REDACTED] million will be used for
our working capital requirement and general corporate
purposes.

Bases and assumptions

The business objectives and strategies set out by our Directors are based on the following general
bases and assumptions:

° our Group will have sufficient financial resources to meet the planned capital expenditure
and business development requirements during the period to which the business objectives
relate;

° there will be no significant economic change in respect of inflation, interest rate, tax rate
and currency exchange rate in Hong Kong and the PRC which will adversely affect our
Group’s business;

° there will be no material adverse changes in the existing laws and regulations, policies or
industry or regulatory treatment relating to our Group, or in the political, economic, fiscal
or market conditions in which our Group operates;

° we will be able to retain our senior management team and key staff in our operations;

° there will be no disasters, natural, political or otherwise, which would materially disrupt the
business or operations of our Group or cause substantial loss, damage or destruction to its

property or facilities;

o there will be no change in the effectiveness of the licences, permits and qualifications
obtained by our Group; and
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° our Group will not be adversely affected by the risk factors as set out under the section

headed “Risk factors” of this document.

USE OF PROCEEDS

The [REDACTED] will enhance our Group’s capital base and provide our Group with additional
working capital to implement the future plans as set out in the paragraph headed “Implementation
plans” above.

The net proceeds from the [REDACTED] based on the [REDACTED] of HK$[REDACTED] per
Share (being the mid-point of the stated range of the [REDACTED]) are estimated to be approximately
HKS$[REDACTED] million. Our Directors presently intend that the net proceeds will be applied as
follows:

From the

Latest For the six For the six For the six For the six

Practicable months months months months
Date to ending ending ending ending Percentage
31 March 30 September 31 March 30 September 31 March of use of
2015 2015 2016 2016 2017 Total proceeds
HK$ million HKS$ million HKS$ million HKS$ million HKS$ million HKS$ million %

Operation of two

existing projects [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]

General working capital [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Total [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED] [REDACTED]

If the final [REDACTED] is set at the high end or the low end point of the indicative
[REDACTED] range, the net proceeds of the [REDACTED] will increase or decrease by
approximately HK$[REDACTED] million, respectively. In such event, the net proceeds will be used
in the same proportions as disclosed above irrespective of whether the [REDACTED] is determined
at the highest or lowest point of the indicative [REDACTED] range.

To the extent that the net proceeds from the issue of the [REDACTED] are not immediately
required for the purposes above, it is the present intention of our Directors that such net proceeds will

be placed on short-term interest bearing deposits with authorised financial institutions in Hong Kong.

Should our Directors decide to re-allocate the intended use of proceeds to other business plans
and/or new project of our Group to a material extent and/or there is to be any material modification

to the use of proceeds as described above, our Group will issue an announcement in accordance with
the GEM Listing Rules.
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The following is the text of a report received from the Company’s reporting accountants, Ernst
& Young, Certified Public Accountants, Hong Kong, for the purpose of incorporation in this document.
it is prepared and addressed to the directors of the Company and to the Sponsor pursuant to the
requirements of Auditing Guideline 3.340 “Prospectuses and Reporting Accountant”issued by the
Hong Kong Institute of Certified Public Accountants.

22/F, CITIC Tower,
1 Tim Mei Avenue,
Central, Hong Kong

[REDACTED]

The Directors
Deson Construction International Holdings Limited
Kingsway Capital Limited

Dear Sirs,

We set out below our report on the financial information of Deson Construction International
Holdings Limited (the “Company”) and its subsidiaries (hereinafter collectively referred to as the
“Group”) comprising the combined statements of profit or loss, combined statements of
comprehensive income, combined statements of changes in equity and combined statements of cash
flows of the Group for each of the years ended 31 March 2013 and 2014 and the five-month period
ended 31 August 2014 (the “Relevant Periods”), and the combined statements of financial position of
the Group as at 31 March 2013 and 2014 and 31 August 2014, the statement of financial position of
the Company as at 31 August 2014, together with the notes thereto (the “Financial Information™) and
the combined statement of profit or loss, combined statement of comprehensive income, combined
statement of changes in equity and combined statement of cash flows of the Group for the five-month
period ended 31 August 2013 (the “Interim Comparative Information™), prepared on the basis of
presentation set out in note 2.1 of Section II below, for inclusion in the document of the Company
dated [REDACTED] (the “Document”) in connection with the listing of the shares of the Company on
the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company was incorporated in the Cayman Islands under the Companies Law as an exempted
company with limited liability on 18 July 2014. Pursuant to a group reorganisation (the
“Reorganisation”) as more fully explained in the section headed “Reorganisation” to the Document,
the Company became the holding company of the subsidiaries now comprising the Group. Apart from
the Reorganisation, the Company has not commenced any business or operation since its
incorporation.

As at the date of this report, no statutory financial statements have been prepared for the
Company, as it is not subject to statutory audit requirements under the relevant rules and regulations

in its jurisdiction of incorporation.

[As at the date of this report, the Company has direct and indirect interests in the subsidiaries
as set out in note 1 of Section II below.] The statutory financial statements of the companies now
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comprising the Group were prepared in accordance with the relevant accounting principles applicable
to these companies in the countries or jurisdictions in which they were incorporated and/or
established. Details of their financial years end and statutory auditors during the Relevant Periods are

set out in note 1 of Section II below.

For the purpose of this report, the directors of the Company (the “Directors”) have prepared the
combined financial statements of the Group (the “Underlying Financial Statements”) in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”), which include all Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants (the “HKICPA™). The Underlying Financial
Statements for each of the years ended 31 March 2013 and 2014 and the five-month period ended 31
August 2014 were audited by us in accordance with Hong Kong Standards on Auditing issued by the
HKICPA.

The Financial Information set out in this report has been prepared from the Underlying Financial
Statements with no adjustments made thereon.

Directors’ responsibility

The Directors are responsible for the preparation of the Underlying Financial Statements, the
Financial Information and the Interim Comparative Information that give a true and fair view in
accordance with HKFRSs, and for such internal control as the Directors determine is necessary to
enable the preparation of the Underlying Financial Statements and the Financial Information that are
free from material misstatement, whether due to fraud or error.

Reporting accountants’ responsibility

It is our responsibility to form an independent opinion and a review conclusion on the Financial
Information and the Interim Comparative Information, respectively, and to report our opinion and

review conclusion thereon to you.

For the purpose of this report, we have carried out procedures on the Financial Information in
accordance with Auditing Guideline 3.340 Prospectuses and the Reporting Accountant issued by the
HKICPA.

We have also performed a review of the Interim Comparative Information in accordance with
Hong Kong Standard on Review Engagements 2410 Review of Interim Financial Information
Performed by the Independent Auditor of the Entity issued by the HKICPA. A review consists
principally of making enquiries of management and applying analytical procedures to the financial
information and, based thereon, assessing whether the accounting policies and presentation have been
consistently applied unless otherwise disclosed. A review excludes audit procedures such as tests of
controls and verification of assets and liabilities and transactions. It is substantially less in scope than
an audit and therefore provides a lower level of assurance than an audit. Accordingly, we do not

express an opinion on the Interim Comparative Information.

12 —



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

APPENDIX I ACCOUNTANTS’ REPORT

Opinion in respect of the Financial Information

In our opinion, for the purpose of this report and on the basis of presentation set out in note 2.1
of Section II below, the Financial Information gives a true and fair view of the state of affairs of the
Group as at 31 March 2013 and 2014 and 31 August 2014 and of the Company as at 31 August 2014,

and of the combined results and cash flows of the Group for each of the Relevant Periods.

Review conclusion in respect of the Interim Comparative Information

Based on our review which does not constitute an audit, for the purpose of this report, nothing
has come to our attention that causes us to believe that the Interim Comparative Information is not
prepared, in all material respects, in accordance with the same basis adopted in respect of the Financial

Information.
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I. FINANCIAL INFORMATION

(A) COMBINED STATEMENTS OF PROFIT OR LOSS

Year ended

Five-month

period ended

31 March 31 August
Notes 2013 2014 2013 2014
HK$’000 HK$’000 HK$'000 HKS$ 000
(Unaudited)

REVENUE 5 540,226 825,379 283,215 318,179

Cost of sales (504,142) (778,333) (265,579) (295,805)

Gross profit 36,084 47,046 17,636 22,374

Other income 5 8,822 12,287 2,890 1,289
Fair value gain on investment

properties 1,353 635 — [125]

Administrative expenses (35,620)  (39,468) (14,228) (16,392)

Other operating expenses, net (149) (118) — (284)

Finance costs 7 (56) (22) (2) (39)

PROFIT BEFORE TAX 6 10,434 20,360 6,296 7,073

Income tax expense 10 (3,160) (4,408) (1,134) (1,990)

PROFIT FOR THE YEAR/PERIOD 7,274 15,952 5,162 5,083

Attributable to:

Owners of the Company 11 7,620 15,946 5,674 4,612

Non-controlling interests (346) 6 (512) 471

7,274 15,952 5,162 5,083
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(B) COMBINED STATEMENTS OF COMPREHENSIVE INCOME

PROFIT FOR THE YEAR/PERIOD

OTHER COMPREHENSIVE
INCOME

Other comprehensive income to be
reclassified to profit or loss in

subsequent periods:
Exchange differences on translation of

foreign operations

Other comprehensive income not to be
reclassified to profit or loss in

subsequent periods:
Surplus on revaluation of leasehold

land and buildings
Income tax effect

Net other comprehensive income not
to be reclassified to profit or loss in
subsequent periods

OTHER COMPREHENSIVE
INCOME FOR THE
YEAR/PERIOD, NET OF TAX

TOTAL COMPREHENSIVE
INCOME FOR THE
YEAR/PERIOD

Attributable to:
Owners of the Company
Non-controlling interests

Year ended

Five-month

period ended

31 March 31 August
Notes 2013 2014 2013 2014
HK$’000 HK$’000 HK$'000 HKS$ 000
(Unaudited)

7,274 15,952 5,162 5,083

267 (55) 548 345

14 47,292 10,944 — [8,374]
26 (7,803) (1,806) — [(1,382)]

39,489 9,138 — 6,992

39,756 9,083 548 7,337

47,030 25,035 5,710 12,420

47,345 25,029 6,116 11,892

(315) 6 (406) 528

47,030 25,035 5,710 12,420
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(C) COMBINED STATEMENTS OF FINANCIAL POSITION

As at
As at 31 March 31 August
Notes 2013 2014 2014
HK$’000 HK$’000 HK$’000
NON-CURRENT ASSETS
Property, plant and equipment 14 137,696 143,850 [18,421]
Investment properties 15 10,250 10,875 [11,088]
Total non-current assets 147,946 154,725 29,509
CURRENT ASSETS
Gross amount due from contract customers 16 8,682 7,563 18,790
Due from related companies 24 5,357 5,115 5,721
Due from the Remaining Group 24 920,341 943,410 965,648
Accounts receivable 17 56,635 68,906 77,094
Prepayments, deposits and other receivables 18 8,565 12,952 10,279
Pledged deposits 19 27,774 27,863 19,035
Cash and cash equivalents 19 23,716 69,263 25,134
1,051,070 1,135,072 1,121,701
Non-current asset classified as held for sale 20 — — [131,400]
Total current assets 1,051,070 1,135,072 1,253,101
CURRENT LIABILITIES
Gross amount due to contract customers 16 58,222 87,845 98,175
Accounts payable 21 30,933 44,895 13,004
Other payables and accruals 22 21,334 22,607 27,173
Amount due to a non-controlling shareholder 23 1,500 1,500 1,500
Amounts due to the Remaining Group 24 762,713 793,641 771,286
Tax payable 80 1,278 2,774
Interest-bearing bank borrowings 25 41,029 48,182 68,284
Total current liabilities 915,811 999,948 982,196
NET CURRENT ASSETS 135,259 135,124 270,905
TOTAL ASSETS LESS CURRENT
LIABILITIES 283,205 289,849 300,414
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As at 31 March 31 August

Notes 2013 2014 2014

HK$’000 HK$’000 HKS$’000

NON-CURRENT LIABILITIES

Interest-bearing bank borrowings 25 35,805 15,117 —

Deferred tax liabilities 26 21,006 22,968 [5,164]

Total non-current liabilities 56,811 38,085 5,164

Net assets 226,394 251,764 295,250

EQUITY

Equity attributable to owners of the

Company

Issued capital 27 — — —

Reserves 28 220,577 245,941 288,899
220,577 245,941 288,899

Non-controlling interests 5,817 5,823 6,351

Total equity 226,394 251,764 295,250
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(D)

COMBINED STATEMENTS OF CHANGES IN EQUITY

At 1 April 2012
Profit for the year

Other comprehensive income for
the year:

Surplus on revaluation of
leasehold land and
buildings, net of tax

Exchange differences on
translation of foreign
operations

Total comprehensive income for
the year

Dividend paid to a
non-controlling shareholder

Transfer to reserve

Release of revaluation reserve

At 31 March 2013 and
1 April 2013

Profit for the year

Other comprehensive income for
the year:

Surplus on revaluation of
leasehold land and
buildings, net of tax

Exchange differences on
translation of foreign
operations

Total comprehensive income for
the year

Transfer to reserve

Release of revaluation reserve

At 31 March 2014 and
1 April 2014

Profit for the period

Other comprehensive income for
the period:

Surplus on revaluation of
leasehold land and
buildings, net of tax

Attributable to owners of the Company

Property Exchange

reserve reserve
HK$°000 HK$’000

reserve

funds

revaluation Merger fluctuation Reserve Retained

profits Total

HK$'000 HK$'000 HK$'000 HK$ 000

Non-

controlling Total
interests  equity

HK$'000 HK$’000

68,469 40,000 5,055 4444 55248 173,216 6,313 179,529
— — — — 7,620 7,620 (346) 7,274
39,507 — — — — 39,507 (18) 39,489
— — 218 — — 218 49 267
39,507 — 218 — 7,620 47,345 (315) 47,030
— — — — — — (181) (181
— — — 16 — 16 — 16
(2,244) — — — 2,244 — — —
105,732%  40,000% 5,273%  4,460% 65,112% 220,577 5,817 226,394
— — — — 15946 15,946 6 15952
9,138 — — — — 9,138 — 9,138
— — (55) — — (55) — (35)
9,138 — (55) — 15946 25,029 6 25035
— — — 335 — 335 — 335
(3,328) — — — 3,328 — — _
111,542%  40,000% 5218%  4,795% 84,386* 245,941 5,823 251,764

[6,992] — —

18 —

4,612 4,612

—  [6,992]

471 5,083
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Attributable to owners of the Company

Property Exchange Non-
Issued revaluation Merger fluctuation Reserve Retained controlling Total
capital reserve reserve reserve funds  profits Total  interests equity

HK$°000  HK$'000 HK$’000  HK$’000 HK$'000 HK$'000 HK$'000  HK$'000 HK$’000

Exchange differences on
translation of foreign
operations — — — 288 — — 288 57 345

Total comprehensive income for
the period — 6,992 — 288 — 4612 11,892 528 12,420

Release of deferred tax on the
revaluation of leasehold land
and buildings upon transfer to
non-current assets classified

as held for sale — [18,938] — — — —  [18,938] —  [18,938]
Transfer to reserve — — — — 786 (786) — — —
Capital contribution from a

pre-listing investor — — 12,128 — — — 12,128 — 12,128
Release of revaluation reserve — [(1,523)] — — — [1,523] — — —
At 31 August 2014 — 135,949* 52,128* 5,506*%  5,581* 89,735* 288,899 6,351 295,250
(Unaudited)
At 1 April 2013 — 105,732 40,000 5,273 4,460 65,112 220,577 5,817 226,394
Profit for the period — — —_ — — 5,674 5,674 (512) 5,162
Other comprehensive income for

the period:

Exchange differences on
translation of foreign
operations — — — 442 — — 442 106 548

Total comprehensive income for

the period — — — 442 — 5,674 6,116 (406) 5,710
Release of revaluation reserve — (1,386) — — — 1,386 — — —
At 31 August 2013 — 104,346 40,000 5,715 4,460 72,172 226,693 5411 232,104

* These reserve accounts comprise the combined reserves of HK$220,577,000, HK$245,941,000 and
HK$288,899,000 in the combined statement of financial position as at 31 March 2013 and 2014 and 31 August
2014, respectively.

The reserve funds of the Group include statutory reserves required to be appropriated from the
profit after tax of the Company’s subsidiaries in Mainland China under the laws and regulations of the
People’s Republic of China (“PRC”). The amount of the appropriation is at the discretion of these
subsidiaries’ boards of directors.

The merger reserve of the Group represents the capital contributions from the equity holders of

certain subsidiaries now comprising the Group before the completion of the Reorganisation.
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(E) COMBINED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM
OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Finance costs
Interest income
Reversal of unclaimed
liabilities
Fair value gain on investment
properties
Loss on disposal of items of
property, plant and
equipment
Depreciation
Impairment of other receivables
Impairment/(reversal of
impairment) of accounts
receivable

Decrease/(increase) in gross
amount due from contract
customers

Increase in accounts receivable

Decrease/(increase) in
prepayments, deposits and
other receivables

Increase in gross amount due to
contract customers

Increase/(decrease) in accounts
payable

Increase in other payables and
accruals

Notes

Year ended 31 March

Five-month period

ended 31 August

2013 2014 2013 2014
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)

10,434 20,360 6,296 7,073
56 22 2 39
(177) (192) (49) (170)
— (4,188) — —
(1,353) (635) — (125)
68 39 — 284
3,684 5,010 2,098 2,191
_ 64 _ _

(69) 15 — —
12,643 20,495 8,347 9,292
(1,827) 1,904 (22,086) (10,291)
(32,780) (12,269) (12,373) (8,182)
(1,303) (4,457) 904 2,700
28,644 29,623 40,142 10,330
22,086 18,150 (13,724) (31,892)
2,909 1,593 10,085 4,536
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Five-month period

Year ended 31 March ended 31 August
Notes 2013 2014 2013 2014
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)
Cash generated from/(used in)
operations 30,372 55,039 11,295 (23,507)
Interest paid (1,139) (826) (245) (746)
Overseas taxes paid (1,772) (1,864) (1,061) (725)

Net cash flows from/(used in)
operating activities 27,461 52,349 9,989 (24,978)

CASH FLOWS FROM
INVESTING ACTIVITIES

Interest received 177 192 49 170
Purchases of items of property,
plant and equipment (599) (259) (149) (72)

Proceeds from disposal of items

of property, plant and

equipment 21 3 — —
Decrease/(increase) in pledged

deposits (80) (89) (36) 8,828

Net cash flows from/(used in)
investing activities (481) (153) (136) 8,926

CASH FLOWS FROM
FINANCING ACTIVITIES

New bank borrowings 70,902 27,428 6,983 35,892
Repayment of bank and other

borrowings (14,847) (34,508) (24,175) (37,767)
Movement in balances with a

related company, net (7,565) (696) (1,389) (606)
Movement in balances with the

Remaining Group (33,108) 7,649 11,525 (44,636)

Capital contribution from a

pre-listing investor — — — 12,128
Dividends paid to a

non-controlling shareholder (181) — — —

Net cash flows from/(used in)
financing activities 15,201 (127) (7,056) (34,989)
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Five-month period

Year ended 31 March ended 31 August
Notes 2013 2014 2013 2014
HK$’000 HK$°000 HK$’000 HK$°000
(unaudited)
NET INCREASE/(DECREASE)
IN CASH AND CASH
EQUIVALENTS 42,181 52,069 2,797 (51,041)
Cash and cash equivalents at
beginning of year/period (25,084) 17,251 17,251 69,253
Effect of foreign exchange rate
changes, net 154 (67) 103 52
CASH AND CASH
EQUIVALENTS AT END OF
YEAR/PERIOD 17,251 69,253 20,151 18,264
ANALYSIS OF BALANCES OF
CASH AND CASH
EQUIVALENTS
Cash and cash equivalents stated
in the statement of financial
position 19 23,716 69,263 29,929 25,134
Bank overdrafts, secured 25 (6,465) (10) (9,778) (6,870)
Cash and cash equivalents as
stated in the statement of cash
flows 17,251 69,253 20,151 18,264
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(F) STATEMENT OF FINANCIAL POSITION OF THE COMPANY

As at
31 August 2014
Notes HK$’000
CURRENT ASSETS
Prepayments 18 395
CURRENT LIABILITIES
Amount due to a subsidiary 32 (3,307)
Net liabilities (2,912)
DEFICIENCY IN ASSET
Issued capital _
Accumulated loss 28 (2,912)

Total (2,912)
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II. NOTES TO FINANCIAL INFORMATION

1. CORPORATE INFORMATION

The Company was incorporated in the Cayman Islands under the Companies Law as an exempted
company with limited liability on 18 July 2014. The registered address of the Company is Clifton
House, 75 Fort Street, Grand Cayman, KY1-1108, Cayman Islands. The principal place of business of
the Company is located at 11th Floor, Nanyang Plaza, 57 Hung To Road, Kwun Tong, Kowloon, Hong
Kong.

The Company is an investment holding company. During the Relevant Periods, the Company’s
subsidiaries were principally involved in the construction business, as a main contractor and fitting
out works, as well as the provision of electrical and mechanical engineering services, mainly in Hong
Kong and Mainland China and other construction related business (the “Construction Business”).

In the opinion of the directors of the Company, Deson Development Holdings Limited, a
company incorporated in the British Virgin Islands is the immediate holding company of the Company,
and Deson Development International Holdings Limited (“Deson”), a company incorporated in
Bermuda and listed on the Main Board of the Stock Exchange, is the ultimate holding company of the
Company.

For the purpose of the Financial Information, the Company and its subsidiaries are hereinafter
collectively referred to as “the Group”; whereas Deson and its subsidiaries, but excluding the Group,
are collectively referred to as the “Remaining Group”.

Prior to the incorporation of the Company, the Construction Business was carried out by certain
subsidiaries of Deson. In order to rationalise the current structure of the Group, the Company
underwent the Reorganisation to acquire the companies now comprising the Group on 16 December
2014. Details of the Reorganisation are set out in the section headed “Reorganisation” to the
Document.

[As at the date of this report, the Company had direct and indirect interests in its subsidiaries,]
all of which are private limited liability companies (or, if incorporated outside Hong Kong, have
substantially similar characteristics to a private company incorporated in Hong Kong), the particulars
of which are set out below:

Percentage of equity

Place of incorporation/ Issued/registered attributable to the
Name registration and business  capital Class of shares held Company Principal activities
Direct Indirect
Jeo R A SR Al TR PRC/ Mainland China RMB16,000,000 Not classified — 60 Decoration engineering
HRAT (a)
Deson Development Limited (b)  Hong Kong HK$20,000,100 Class A — 100 Construction contracting
HK$20,000,000  Class B — 100 and investment holding
Colton Ventures Limited (c) BVI/ Hong Kong US$1 Ordinary — 100 Investment holding
Deson Construction Engineering ~ BVI/ Hong Kong US$10,000 Ordinary — 85.7 Investment holding
Limited (c)
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Percentage of equity

Place of incorporation/ Issued/registered attributable to the
Name registration and business  capital Class of shares held Company Principal activities
Direct Indirect
Deson Engineering Limited (d) Hong Kong HK$10,000 Ordinary — 100 Decoration Engineering
Deson Industries Limited (c) BVI/ Hong Kong US$1 Ordinary — 100 Investment holding
Deson Macau Construction Macau MOP30,000 Ordinary — 100 Decoration Engineering
Limited (c)
Foregrand Holdings Inc. (c) BVI/ Hong Kong US$1 Ordinary — 100 Investment holding
Grace Profits Investments BVI/ Hong Kong USs1 Ordinary — 100 Investment holding
Limited (c)
Kenworth Group Limited (c) BVI/ Hong Kong US$3 Ordinary — 100 Investment holding
Kenworth Engineering Hong Kong HK$54,374,140 Ordinary — 100 Provision of electrical and
Limited (e) HK$20,000,000 Preference o 100 mechanical engineering
services
Latest Ventures Limited (c) BVI/ Hong Kong US$1,000 Ordinary 100 — Investment holding
i R E A RAA () PRC/ Mainland China US$900,000 Not classified — 100 Decoration engineering

Notes:

(a)

(b)

(c)

(d)

(e)

()

2.1

This entity is registered as a Sino-foreign investment enterprise under PRC law. The financial year end of this entity is
31 December and its statutory financial statements for the years ended 31 December 2012 and 2013 were prepared in
accordance with the relevant accounting rules and regulations applicable in the PRC and were audited by
[ & 51 Al S B T A BR/A ], certified public accountants registered in the PRC.

The financial year end of this entity is 31 March and its statutory financial statements for the years ended 31 March 2013
and 2014 prepared under HKFRSs were audited by Ernst & Young, Hong Kong. The holders of the non-voting class B
shares are not entitled to dividend distributions. Moreover, upon the winding-up of this company, the class B

shareholders are not entitled to any return of assets if the assets of the Company are less than HK$100 trillion.

No audited financial statements have been prepared for these entities since their incorporation as these entities were not
subject to any statutory audit requirements under the relevant rules and regulations in their jurisdictions of incorporation.

The financial year end of this entity is 31 March and its statutory financial statements for the years ended 31 March 2013
and 2014 prepared under HKFRSs were audited by Ernst & Young, Hong Kong.

The financial year end of this entity is 31 March and its statutory financial statements for the years ended 31 March 2013
and 2014 prepared under HKFRSs were audited by Ernst & Young, Hong Kong. The holders of the preference shares have
a cumulative preferential right to the company’s profits at 10% of the nominal amount of its share capital, but are not
entitled to receive notice of or attend or vote at any meeting of members or any meeting of directors.

This entity is registered as a wholly-foreign-owned enterprise under PRC law. The financial year end of this entity is 31
December and its statutory financial statements for the years ended 31 December 2012 and 2013 were prepared in
accordance with the relevant accounting rules and regulations applicable in the PRC and were audited by
b Rk g SRl G A B |, certified public accountants registered in the PRC.

BASIS OF PRESENTATION

Pursuant to the Reorganisation as more fully explained in the section headed “Reorganisation”

to the Document, the Company became the holding company of the companies now comprising the

Group subsequent to the end of the Relevant Periods on 16 December 2014. The companies now
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comprising the Group were under the common control of Deson before and after the Reorganisation.
Accordingly, for the purpose of this report, the Financial Information has been prepared on a combined
basis by applying the principles of merger accounting as if the Reorganisation had been completed at

the beginning of the Relevant Periods.

For the purpose of this report, the related financial information of businesses and operations
historically not associated with the Construction Business of the Group has been excluded from the
Financial Information throughout the Relevant Periods as such businesses and operations are distinct
and identifiable businesses, which operated autonomously and were retained by the Remaining Group

pursuant to the Reorganisation.

The combined statements of profit or loss, combined statements of comprehensive income,
combined statements of changes in equity and combined statements of cash flows of the Group for the
Relevant Periods include the results and cash flows of the Construction Business from the earliest date
presented or since the date when the subsidiaries first came under the common control of the
controlling shareholder, Deson, where this is a shorter period. The combined statements of financial
position of the Group as at 31 March 2013 and 2014 and 31 August 2014 have been prepared to present
the assets and liabilities of the Construction Business using the existing book values from the

controlling shareholder’s perspective.

Equity interests in companies now comprising the Group held by parties other than the
controlling shareholder and changes therein prior to the Reorganisation are presented as
non-controlling interests in equity. All intra-group transactions and balances have been eliminated on

combination.

2.2 BASIS OF PREPARATION

The Financial Information have been prepared in accordance with HKFRSs (which include all
Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the HKICPA and accounting principles generally accepted in Hong Kong.
All HKFRSs effective for the accounting period commencing from 1 April 2013, together with the
relevant transitional provisions, have been early adopted by the Group in the preparation of the

Financial Information throughout the Relevant Periods.

The Financial Information has been prepared under the historical cost convention, except for
leasehold land and buildings classified as property, plant and equipment, and investment properties,
which have been measured at fair value. Non-current asset classified as held for sale are stated at the
lower of their carrying amounts and fair values less costs to sell as further explained in the note 2.4.
The Financial Information is presented in Hong Kong dollars (“HK$”) and all values are rounded to

the nearest thousand except when otherwise indicated.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING

STANDARDS

The Group has not applied the following new and revised HKFRSs, that have been issued but are

not yet effective, in these financial statements.

HKFRS 9

HKFRS 10 and HKAS 28
(2011) Amendments

HKFRS 11 Amendments

HKFRS 14
HKFRS 15

HKAS 16 and HKAS 38
Amendments

HKAS 16 and HKAS 41
Amendments

HKAS 19 Amendments

HKAS 27 (2011)
Amendments

Annual Improvements
2010-2012 Cycle

Annual Improvements
2011-2013 Cycle

Annual Improvements
2012-2014 Cycle

Financial Instruments®

Amendments — Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture®

Amendments to HKFRS 11 Joint Arrangements — Accounting

for Acquisitions of Interests in Joint Operations®
Regulatory Deferral Accounts®
Revenue from Contracts with Customers®

Amendments to HKAS 16 Property, Plant and Equipment and
HKAS 38 Intangible Assets — Clarification of Acceptable

Methods of Depreciation and Amortisation*

Amendments — Agriculture: Bearer Plants*

Amendments to HKAS 19 Employee Benefits — Defined
Benefit Plans: Employee Contributions'

Equity Method in Separate Financial Statements®
Amendments to a number of HKFRSs issued in January 2014

Amendments to a number of HKFRSs issued in January 2014

Amendments to a number of HKFRSs issued in October 20142

Effective for annual periods beginning on or after 1 July 2014

Effective for annual period beginning on or after 1 January 2016
Effective for annual periods beginning on or after 1 January 2017
Effective for annual periods beginning on or after 1 January 2018

Effective for first annual HKFRS financial statements beginning on or after 1 January 2016
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The Group is in the process of making an assessment of the impact of these new and revised
HKFRSs upon initial application. So far, the Group considers that these new and revised HKFRSs may
result in changes in accounting policies but are unlikely to have a significant i