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IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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Exchange trading fee of 0.005% (payable in full
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company
Limited take no responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
prospectus.

A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents Delivered to the Registrar
of Companies in Hong Kong and Available for Inspection” in Appendix V to this prospectus, 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 (Chapter
32 of the Laws of Hong Kong). The Securities and Futures Commission and the Registrar of Companies in Hong Kong take no responsibility
for the contents of this prospectus or any other document referred to above.

Applicants for Hong Kong Offer Shares are required to pay, on application, the Offer Price of HK$1.20 for each Share together with a
brokerage fee of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005%.

The Sole Global Coordinator, on behalf of the Underwriters may, with our consent, reduce the Office Price and/or number of Offer Shares
in the Global Offering at any time on or prior to the morning of the last day for lodging applications under the Hong Kong Public Offer. In such
a case, notices of the reduction in the Offer Price and/or number of Offer Shares in the Global Offering will be published in the South China
Morning Post (in English) and the Hong Kong Economic Times (in Chinese) not later than the morning of the day which is the last day for
lodging applications under the Hong Kong Public Offer. Further details are set out in “Structure of the Global Offering” and “How to Apply
for the Hong Kong Offer Shares”.

Prior to making an investment decision, prospective investors should carefully consider all of the information set out in this prospectus,
including the risk factors set out in “Risk Factors”.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for
the subscription for, the Hong Kong Offer Shares, are subject to termination by the Sole Global Coordinator (for itself and on behalf of the
Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the day that trading in the Offer Shares commences on the Stock
Exchange. Such grounds are set out in “Underwriting — Hong Kong Public Offer — Grounds for termination”. It is important that you refer
to that section for further details.

28 June 2019



EXPECTED TIMETABLE

We will issue an announcement in Hong Kong to be published in the South China Morning
Post (in English) and the Hong Kong Economic Times (in Chinese) and on the websites of the
Stock Exchange at www.hkexnews.hk and the Company at www.atal.com, if there is any
change in the following expected timetable of the Hong Kong Public Offer.

2019
(Note 1)
Application lists open (Note 2). . ......... ... ... ...... 11:45 a.m. on Thursday, 4 July
Latest time to complete electronic applications under
HK elPO White Form service through the designated
website www.hkeipo.hk (Note 3). . ................... 11:30 a.m. on Thursday, 4 July
Latest time to complete payment of HK elPO White Form
applications by effecting internet banking transfer(s) or
PPS payment transfer(s) . ......... .. ... ... .. ... . ... 12:00 noon on Thursday, 4 July
Latest time to give electronic application instructions
to HKSCC (Note 4). . ... .. e 12:00 noon on Thursday, 4 July
Latest time to lodge WHITE and YELLOW
Application Forms. .. ... ... ... 12:00 noon on Thursday, 4 July
Application listsclose ........ ... ... ... ... .. .. .. . ..., 12:00 noon on Thursday, 4 July
Expected International Underwriting Agreement Date (Note 5) ............. Friday, 5 July
Announcement of the indication of the levels of interest in the
International Placing, the basis of allotment and the results of
applications in the Hong Kong Public Offer to be published in the
South China Morning Post (in English) and the Hong Kong
Economic Times (in Chinese) on or before ........................ Thursday, 11 July

Announcement of results of allocations in the Hong Kong Public
Offer (with successful applicants’ identification document
numbers, where appropriate) to be available through a variety of
channels including our website at www.atal.com and the website
of the Stock Exchange at www.hkexnews.hk (for further details,
please see “How to apply for the Hong Kong Offer Shares —
11. Publication of Results”) onorbefore........ ... ... ... ... ........ Thursday, 11 July
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2019
(Note 1)
Results of allocations in the Hong Kong Public Offer will be
available at www.tricor.com.hk/ipo/result or
www.hkeipo.hk/IPOResult with a “search by
ID Number/Business Registration Number” function. . ............... Thursday, 11 July
Despatch/Collection of e-Auto Refund payment instructions/
refund cheques in respect of wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offer on or
before (Notes 6 10 8). . ... i Thursday, 11 July
Despatch/Collection of Share certificates in respect of wholly or
partially successful applications on or before (Notes 6to 7).......... Thursday, 11 July
Dealings in the Shares on the Stock Exchange
expected to commence on........... .. .. ... 9:00 a.m. on Friday, 12 July

Notes:

1.

All times and dates refer to Hong Kong local time, except as otherwise stated. Details of the structure of the
Global Offering, including its conditions, are set out in “Structure of the Global Offering”.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on Thursday, 4 July 2019, the application lists will not open
on that day. For details, please see “How to Apply for the Hong Kong Offer Shares — 10. Effect of Bad Weather
on the Opening of the Application Lists”.

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

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to “How to Apply for the Hong Kong Offer Shares — 6. Applying by Giving Electronic Application
Instructions to HKSCC via CCASS”.

The International Underwriting Agreement is expected to be entered into on or around Friday, 5 July 2019. If,
for any reason, the International Underwriting Agreement is not entered into by Monday, 8 July 2019 between
our Company and the Sole Global Coordinator (for itself and on behalf of the Underwriters), the Global Offering
will not proceed and will lapse accordingly.

Share certificates for the Offer Shares are expected to be issued on or before Thursday, 11 July 2019 but will
only become valid certificates of title at 8:00 a.m. on Friday, 12 July 2019 provided that (a) the Global Offering
has become unconditional in all respects; and (b) none of the Underwriting Agreements has been terminated in
accordance with its terms.
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7. Applicants for 1,000,000 Hong Kong Offer Shares or more on WHITE Application Forms who have indicated in
their Application Forms that they wish to collect their refund cheques (where relevant) and/or Share certificates
(where relevant) personally may collect refund cheques (where relevant) and/or Share certificates (where
relevant) from our Hong Kong Branch Share Registrar, Tricor Investor Services Limited from 9:00 a.m. to 1:00
p.m. on Thursday, 11 July 2019 or any other day that we publish in the newspaper as the date of despatch of
Share certificates/e-Auto Refund payment instructions/refund cheques.

Individuals who are eligible for personal collection must not authorise any other person(s) to make collection on
their behalf. Corporate applicants which are eligible for personal collection must attend by their authorised
representative(s) bearing a letter of authorisation from such corporation(s) stamped with the corporation’s chop.
Both individuals and authorised representatives (if applicable) must produce, at the time of collection, evidence
of identity acceptable to our Hong Kong Branch Share Registrar. Applicants for 1,000,000 Hong Kong Offer
Shares or more on YELLOW Application Forms may collect their refund cheques, if any, in person but may not
elect to collect their Share certificates personally, which will be deposited into CCASS for the credit of their
designated CCASS Participants’ stock accounts or CCASS Investor Participants’ stock accounts, as
appropriated. The procedures for collection of refund cheques for YELLOW Application Form applicants are the
same as those for WHITE Application Form applicants.

Applicants who apply through the HK elPO White Form service and paid their applications monies through
single bank account may have refund monies (if any) dispatched to their application payment bank account, in
the form of e-Auto Refund payment instructions; Applicants who apply through the HK elPO White Form service
and paid their application monies through multiple bank accounts may have refund monies (if any) dispatched
to the address as specified in their application instructions to the HK elPO White Form Service Provider, in the
form of refund cheques, by ordinary post at their own risk.

Uncollected Share certificates and refund cheques (if any) will be despatched by ordinary post at the applicant’s
own risk to the address specified in the relevant Application Form. For further information, applicants should
refer to “How to Apply for the Hong Kong Offer Shares — 14. Despatch/Collection of Share Certificates and
Refund Monies”.

8. Refund cheques/e-Auto Refund payment instructions will be despatched in respect of wholly or partially
unsuccessful applications.

For details of the structure of the Global Offering, including conditions of the Global
Offering, applicants should refer to “Structure of the Global Offering”.
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SUMMARY

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

OVERVIEW

We are a leading E&M engineering group in Hong Kong which provides multi-disciplinary
and comprehensive E&M engineering and technology services to a wide range of projects and
sectors in Hong Kong, Macau and Mainland China. We also manufacture lifts and escalators
and sell them internationally. According to the Frost & Sullivan Report, we were the largest
E&M engineering service provider in Hong Kong with a market share of approximately 9.1% in
terms of revenue in 2018.

Established in 1977, we began as an E&M equipment trading company and have evolved
into a comprehensive engineering service provider. Our principal business encompasses (i)
Building services — the design, installation and maintenance of E&M engineering systems in
buildings, data centres, healthcare and infrastructure facilities, (ii) Environmental engineering
— the design, build, operation and maintenance of environmental treatment systems, (iii)
Information, Communications, and Building Technologies (ICBT) — the design, hardware and
software development, engineering, installation and maintenance of information and
communication technologies solutions and intelligent and green building technologies
solutions, and (iv) Lifts and escalators — the design, manufacturing, installation and
maintenance of lifts and escalators. We generate our revenue from our four business
segments through (1) contracting services on a project basis, (2) providing operation and
maintenance services, and (3) sale of goods. Throughout our development, we have been
driven by our vision of becoming an innovative, leading and sustainable multi-disciplinary
engineering group.

We strive to ensure the quality, timeliness and cost-efficiency of our services and have
gained trust and respect from our customers. Our motto is “We commit, we perform, we
deliver.” We believe that we are viewed as a dependable contractor for projects with differing
degrees of technical complexity. This reputation is based on our ability to deliver engineering
excellence, our innovative and technologically advanced services and products, and our
responsiveness to customer needs. With a workforce of over 2,000 professional, technical and
supporting employees, a wide range of experience and expertise, and ability to innovate, we
are in a good position to capture growing business opportunities in the E&M engineering
market.

With over 40 years of operating history, we have built up an extensive client network in
a broad spectrum of sectors with our one-stop E&M capability. Our clients include leading
property developers and construction companies, companies in the banking, healthcare,
entertainment, hospitality, education, information technology, data centre, utilities and
transportation sectors, government and public organisations.

During the Track Record Period and up to the Latest Practicable Date, we have been
awarded 127 projects with individual awarded contract sum over HK$10 million for which
tenders were submitted during the aforementioned period. From the commencement of the
Track Record Period to the Latest Practicable Date, we had completed 11 major projects with
individual awarded contract sum over HK$200 million (“Major Projects”), comprising nine and
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two Major Projects in Hong Kong and Mainland China, respectively. As at the Latest
Practicable Date, we had 17 Major Projects in progress with a total awarded contract sum of
HK$5,108.2 million, including 14 Major Projects for building services with a total awarded
contract sum of HK$4,178.9 million, two Major Projects for environmental engineering services
with a total awarded contract sum of HK$726.1 million, and one Major Project for ICBT with an
awarded contract sum of HK$203.2 million. The total revenues expected to be recognised from
these 17 Major Projects in progress for the year ending 31 December 2019, 2020, and 2021
are HK$1,094.3 million, HK$1,193.3 million and HK$792.5 million, respectively.

Our notable projects during the Track Record Period and up to the Latest Practicable Date
include:

° E&M engineering installation services for the Hong Kong-Zhuhai-Macao Bridge
Hong Kong boundary crossing facilities, vehicle clearance plazas and ancillary
buildings and facilities, with scope of work including building services, environmental
engineering, ICBT and lift installations;

° Construction of the Stonecutters Island Sewage Treatment Plant, which has a
capacity to treat 2.45 million m® of wastewater per day, making it one of the world’s
largest chemically enhanced primary treatment plants;

° Design and construction of Hong Kong’s first organic waste treatment plant at Siu Ho
Wan which coverts organic wastes to biogas to generate electricity, with a daily
capacity to treat 200 tons of waste;

° Integrated building service installations for the expansion of the science park in Pak
Shek Kok, Hong Kong;

° Integrated E&M engineering works for a major Government data centre complex in
Cheung Sha Wan, Hong Kong;

° Design and construction of a data centre in Hong Kong for a major state-owned
telecommunication group in Mainland China;

° Design, manufacture, systems integration, installation and maintenance of Hong
Kong’s Automatic Passenger and Vehicle Clearance System, including the
“e-Channels”, at Hong Kong’s border crossing points;

o Renovation of the Central Mid-levels escalator system in Hong Kong with 18
escalators and 3 walkways;

° Development of major casinos and hotels for an international integrated resort
developer and operator in Macau; and

° Integrated building service installations at the Conghua Training Facility, a race
horse training centre in Conghua, Guangzhou, Mainland China, for a non-profit
horse racing club in Hong Kong, pursuant to a contract entered into between our
Group and a subsidiary of a leading construction company listed in Shanghai,
Mainland China.
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Tender success rate

The table below shows the approximate number and contract value of tenders for
government projects and non-government projects with individual contract value over HK$10
million submitted by us and contracts awarded to us (including projects in which we are a party
to the relevant joint ventures) for the periods indicated.

FY2016 FY2017 FY2018
Contract Contract Contract
value Number value Number value Number
(HK$ (HK$ (HK$
million) million) million)
Government projects™
Tenders submitted ........ooooiiiiiiii 1,088 21 3,493 30 6,236 53
Contracts awarded® .. ... 189 4 391 9 1,191 10
Success rate 17.4% 19.0% 11.2% 30.0% 19.1% 18.9%
Non-government projects®
Tenders submitted ..o 17,372 241 24,015 269 20,690 254
Contracts awarded® .. .....oiiiiii 1,415 26 2,972 33 2,777 33
SUCCESS FAte .uuiviiiiiiiii i 8.1% 10.8% 12.4% 12.3% 13.4% 13.0%
Total
Tenders submitted ... 262 27,508 299 26,925 307
Contracts awarded® .... 30 3,364 42 3,967 43
SUCCESS MAtE .uveiieiii e . 11.5% 12.2% 14.0% 14.7% 14.0%

Notes:

(1) Government projects are projects in which we, or our joint operations, enter into contract directly with
department, unit or sub-unit of the government as our customer.

(2) Non-government projects are projects that are not classified as government projects.

(8) The number of contracts awarded in a given period is the number of awarded contracts that had been tendered
in that period, even though the letter of award might have been issued subsequent to that period. The
information in the table above is based on information available up to the Latest Practicable Date.

(4)  We had submitted 140 tenders for contracts with individual contract value over HK$10 million and aggregate
contract value of HK$19,331.2 million for the period from 1 January 2019 to the Latest Practicable Date. It
normally takes three to six months for tender interviews and negotiation on project specifications before the
results of tenders are made known to us.

OUR CUSTOMERS, SUBCONTRACTORS AND SUPPLIERS

During the Track Record Period, our major customers included property developers and
main contractors in Hong Kong and Mainland China; hotel and property developers in Macau;
government departments in Hong Kong; and a transportation company in Hong Kong.

In order to complement our services for projects of differing requirements, and to provide
flexibility in resource deployment, we engage subcontractors to perform relatively labour
intensive installation works and provide services such as transportation and cleaning services,
where it is more cost-effective; and we procure consultancy services and advice from
third-party consultancy firms for our projects and business operations depending on the
project requirements, such as specialised expertise and project reference, and our business
needs from time to time. During the Track Record Period, our major suppliers included
suppliers of E&M engineering equipment and parts, pipes and cables. Please see “Business”
for further information on our customers, subcontractors and suppliers.
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OUR COMPETITIVE STRENGTHS

We believe we possess the following strengths which have contributed to our success and
will enable us to achieve future growth.

o We are a leading E&M engineering service provider with in-depth experience and a
proven record, well-positioned to capture opportunities in the market.

° We provide comprehensive E&M engineering services for a wide range of sectors,
have capability to integrate such services and have developed significant expertise
in specialised market segments.

° We are able to develop innovative E&M engineering technology and promote a
culture of innovation.

° We adhere to stringent quality, safety and environmental standards in order to
deliver high quality services and products and provide safe working condition, and
we strongly promote corporate social responsibility in our business operations.

o We have built up an extensive client network with leading companies and
organisations in different sectors and have well-established relationships with our
suppliers and subcontractors.

° We have a highly qualified and experienced management team with a proven track
record supported by our dedicated professional teams.

Please see “Business — Our Competitive Strengths” for details.
OUR BUSINESS STRATEGIES
We intend to capitalise on expansion opportunities with the following strategies.

° Continue to expand our existing E&M engineering services and consolidate our
leading market position, including expansion of each of our four business segments

o Develop innovative E&M engineering solutions, processes and technologies

° Increase efficiency, strengthen financial management, quality and risk management
and invest in human resources

Please see “Business — Our Business Strategies” for details.
SUMMARY FINANCIAL INFORMATION AND OPERATING DATA
Key Income Statement Information

The following table sets out the consolidated statement of profit or loss from the financial
statements during the Track Record Period, details of which are set out in the Accountants’
Report in Appendix | to this prospectus.
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FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %

REVENUE ...t 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0
Cost Of SAIES..oiiiiiiiiii e (3,862,159) (87.5) (4,041,917) (81.4) (5,077,652) (85.1)
Gross Profit ...oeeeieiiei 549,553 12.5 923,360 18.6 888,394 14.9
Other iINCOME .....iiiiiiiie e 16,772 0.4 9,739 0.2 10,213 0.2
Other gains and 10SS€S........cccoviviiiiiiiiiiiiiice, (3,314) (0.1) 56,311 1.1 8,199 0.1
Impairment losses reversed/(recognised) in respect

of trade receivables, net............ccccccceveiiiieiiiiiinnn. 3,500 0.1 40 —™ (27,485)@ (0.5)
Selling and distribution expenses............c.c.cceeennnene (2,874) (0.1) (2,756) (0.1) (3,525) (0.1)
Administrative eXpenses .......cccvevveviiiiiiiiiiiiiieins (361,834) (8.2) (488,775) (9.8) (499,883) (8.4)
Listing @XPENSES ..eeviiviiiiieeeeaiiiiiieeeeeeeiiieeeea e — — (1,619) —(™  (28,303) (0.5)
Share of results of associates ............ccoeeviiiiiiinnn (40,271) (0.9) 13,522 0.3 27,286 0.5
Share of results of joint ventures............................ (1,186) — (523) — 607 —™
FiNANCE COSES .uuvviiiiiiiiiiiiiieee i e e e e eieee e e (1,606) " (691) —™ (689) —
Profit before tax .......ccoveiiiiiiiiiii 158,740 3.6 508,608 10.2 374,814 6.3
Income tax eXpense ........ccccovieiiiiiiiiiiiiiiii e (37,908) (0.9) (75,031) (1.5) (59,532) (1.0)
Profit for the year...........c.....ooiiiii 120,832 2.7 433,577 8.7 315,282 5.3
Notes:

(1)  Amount less than 0.05%

(2)  Netimpairment loss recognised in FY2018 in respect of trade receivables in the amount of HK$27.5 million was
recorded as a result of receivables from certain customers which were considered as irrecoverable as the
amounts remained unsettled despite our request for settlements from these customers for months.

Our revenue increased by HK$553.6 million or 12.5% from HK$4,411.7 million in FY2016
to HK$4,965.3 million in FY2017, primarily as a result of the increase in revenue from our
environmental engineering segment in FY2017. Our revenue further increased by HK$1,000.7
million or 20.2% from HK$4,965.3 million in FY2017 to HK$5,966.0 million in FY2018 as a
result of the combined effect of (i) increase in revenue from building services segment of
HK$1,332.4 million; (ii) decrease in revenue from environmental engineering segment of
HK$390.1 million; and (iii) relatively stable revenue generated from ICBT segment and lifts and
escalators segment.

Our gross profit margin improved from 12.5% in FY2016 to 18.6% in FY2017, primarily
attributable to (i) the improvement in the gross profit contribution and gross profit margin of our
building services and ICBT segments, mainly in relation to a major infrastructure project in
Hong Kong; and (ii) the decrease in our gross loss from certain loss-making projects
undertaken by our Group in FY2016. Our gross profit decreased from HK$923.4 million in
FY2017 to HK$888.4 million in FY2018 and our gross profit margin decreased from 18.6% in
FY2017 to 14.9% in FY2018, mainly due to higher gross profit and gross profit margin of a
contracting project for renovation works of a hotel in Macau recognised in FY2017.

We recorded other gains of HK$56.3 million in FY2017 as compared to other losses of
HK$3.3 million in FY2016, which is mainly due to our gain on dilution in interest in Nanjing
Canatal, an associate of our Company, of HK$55.1 million in FY2017, which is non-recurring
in nature, following its listing on the main board of the Shanghai Stock Exchange. We recorded
other gains of HK$8.2 million in FY2018 mainly due to gain from change in fair value of
investment properties of HK$14.2 million, partially offset by a loss on dilution in interest in
Nanjing Canatal of HK$3.8 million, which is non-recurring in nature, following its issue of
restricted shares to its eligible employees below market price.
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Our profit for the year increased by HK$312.8 million or 258.8% from HK$120.8 million in
FY2016 to HK$433.6 million in FY2017, and our net profit margin increased to 8.7% in FY2017,
mainly due to the abovementioned increase in our gross profit margin and other gains in
FY2017. Our profit for the year decreased by HK$118.3 million or 27.3% from HK$433.6 million
in FY2017 to HK$315.3 million in FY2018. Our net profit margin decreased from 8.7% in
FY2017 to 5.3% in FY2018, mainly due to the decrease in our gross profit margin and the
absence of non-recurring gain on dilution in interest in Nanjing Canatal as mentioned above.

Please see “Financial Information — Results of Operations” for details on our financial
performance and the fluctuation of our revenue and profit during the Track Record Period.

Revenue

The following table sets forth a breakdown of our total revenue by business segment, role
of our Group, project sectors and geographical locations for the periods indicated:

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %
By business segment
Building Services ........ccoviiiiiiiiiiiiiiiieee 3,081,489 69.8 3,098,934 62.4 4,431,333 74.3
Environmental engineering .........c.coocoieiiiiiiinnen. 834,995 18.9 1,256,563 25.3 866,451 14.5
107 = S 354,074 8.0 429,159 8.6 530,851 8.9
Lifts and escalators ..........ccovviiiiiiiiiiieiieeeas 190,161 4.3 234,956 4.7 249,696 4.2
4,460,719 101.0 5,019,612 101.0 6,078,331 101.9
Less: inter-segment sales™ ... (49,007) (1.0) (54,335) (1.0) (112,285) (1.9)
4,411,712 100.0 4,965,277 100.0 5,966,046 100.0
By role of our Group
Direct contractor ..........cccovieiiiiiiiiiiieii e 2,418,057 54.8 2,819,710 56.8 2,664,449 44.7
SUbCONtractor.....coivve e 1,993,655 45.2 2,145,567 43.2 3,301,597 55.3
TOtal i 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0
By project sector
Government® ... 762,359 17.3 1,004,621 20.2 876,790 14.7
Non-government® ...............cccoociiiiiiiiiiiiiiiiie 3,649,353 82.7 3,960,656 79.8 5,089,256 85.3
o] €= PP 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0
By geographical location
HONG KONG .oiiiiiiiciei e 3,595,123 81.5 3,905,268 78.7 5,122,820 85.9
Mainland China .........cccoooviiiiiiiiiiii e 442,424 10.0 740,533 14.9 349,367 5.9
332,177 7.5 255,373 5.1 444,402 7.4
41,988 1.0 64,103 1.3 49,457 0.8
o] €= PP 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0

Notes:

(1) Inter-segment sales represented principally contracting works undertaken by our ICBT segment for our building
services segment.
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(2) Government projects are projects in which we, or our joint operations, enter into contract directly or through joint
operation with department, unit or sub-unit of government as our customer.

(3) Non-government projects are projects that are not classified as government projects.

(4) Others mainly represent sales to Singapore, Korea, the United Kingdom and other countries.
Gross profit and gross profit margin

The following table sets forth a breakdown of our gross profit and gross profit margin by
business segment and by nature of work for the periods indicated:

FY2016 FY2017 FY2018
Gross Gross Gross
Gross profit Gross profit Gross profit
profit margin profit margin profit margin
HK$’000 % HK$’000 % HK$’000 %
By business segment
282,540 9.2 600,836 19.4 558,462 12.6
113,992 13.7 119,690 9.5 95,476 11.0
84,150 23.8 113,637 26.5 139,862 26.3
69,152 36.4 90,131 38.4 95,398 38.2
549,834 12.3 924,294 18.4 889,198 14.6
(281) N/A (934) N/A (804) N/A
549,553 12.5 923,360 18.6 888,394 14.9
By nature of work
Contracting WOrkS........ooeuiiiniiiieiiei e 378,910 9.8 693,009 16.3 633,530 12.1
Maintenance WOorks..........ccooviiiiiiiiiiiii e 129,389 30.0 158,626 33.3 179,822 32.6
Sale of gOOdS......uuiiiiiiiiiiiii 41,254 35.8 71,725 30.7 75,042 38.7
TOLAI cee e s 549,553 12.5 923,360 18.6 888,394 14.9

Note: Inter-segment sales represent principally contracting works undertaken by our ICBT segment for our building
services segment.

Key Balance Sheet Information

The following table sets out our consolidated financial position as at the dates indicated:

As at 31 December

2016 2017 2018

HK$’000 HK$’000 HK$’000

Non-current assets... 744,428 851,819 392,617
Current assets ........ ... 2,353,624 2,605,580 2,660,354
Non-current Habilities ... 69,443 69,311 15,340
Current labilities ... 1,470,499 1,535,964 1,831,024
Net CUITENt @SSEES 1o e 883,125 1,069,616 829,330
Total EQUILY e 1,558,110 1,852,124 1,206,607

Please see “Financial Information — Summary of Assets and Liabilities” for details.
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Cash Flow

The following table summarises, for the periods indicated, our consolidated statements of
cash flows:

FY2016 FY2017 FY2018

HK$°000 HK$°000 HK$°000
Operating cash flows before movements in working

CaPItaAl. e 223,410 460,777 380,466
Net cash (used in)/generated from operating activities..... (10,458) 380,439 595,641
Net cash generated from/(used in) investing activities...... 32,175 (2,661)  (98,311)
Net cash generated from/(used in) financing activities ..... 84,011 (234,817) (459,434)
Net increase in cash and cash equivalents ...................... 105,728 142,961 37,896
Cash and cash equivalents at beginning of year ............. 294,864 391,075 544,235
Effect of foreign exchange rate changes.............c.ooeenn. (9,517) 10,199 (12,180)
Cash and cash equivalents at end of year ...................... 391,075 544,235 569,951

We had net cash used in operating activities of HK$10.5 million in FY2016 mainly as a
result of the cash generated from operations before working capital change of HK$223.4
million, taxes paid of HK$35.9 million and negative changes in working capital of HK$198.0
million. The change in working capital primarily reflected (i) increase in contract assets of
HK$239.2 million mainly attributable to certain non-government projects of contracting works
of railway system extension in Hong Kong; and (ii) decrease in trade and retention payables
of HK$35.7 million mainly due to decrease in trade accruals of HK$34.2 million as a result of
timing of billings from our sub-contractors, partially offset by a decrease in trade receivables
of HK$61.0 million as a result of decrease in billings.

Please see “Financial Information — Liquidity and Capital Resources” for details.
Key Financial Ratios

The following table sets forth our key financial ratios for the periods or as at each of the
dates indicated:

FY2016 FY2017 FY2018
Gross Profit Margin (%) ...ceeuveeuiiieeiiiee e 12.5 18.6 14.9
Net Profit Margin (%6) ...ceeueieuoeiiie et 2.7 8.7 5.3
Return on equity (%) ovuoeeienii 8.0 25.4 20.6
Return on total assets (%) ..ooeoiiiiiiiiiiii 4.0 13.2 9.7

As at 31 December

2016 2017 2018
Current ratio ..o 1.6 1.7 1.5
Gearing ratio (%) (NOt@) .......ccuuiiuiiiiiiiiii e 4.1 2.8 —
Net debt to equity ratio (%) .....c.oeveiiiiiiiiiii Net cash Net cash Net cash

Note:

Gearing ratios as at 31 December 2016, 2017 and 2018 were calculated based on the total interest-bearing bank
borrowings as at the respective dates divided by total equity as at the respective years and multiplied by 100%.
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For details, please see “Financial Information — Key Financial Ratios”.

FUTURE PLANS AND USE OF PROCEEDS

Based on the Offer Price of HK$1.20, we estimate that we will receive net proceeds of
approximately HK$335.7 million from the Global Offering after deducting the underwriting
commissions and other estimated expenses in connection with the Global Offering and
assuming the Over-allotment Option is not exercised. We intend to use the net proceeds from
the Global Offering for the following purposes:-

Amount of the estimated net proceeds

Intended uses of proceeds

Approximately 20% or
HK$67.1 million

Approximately 30%, or
HK$100.7 million

Approximately 20%, or
HK$67.1 million

Supporting the expansion and development of our
building services segment, including our backlog and
future projects; to be allocated equally between (a)
expansion of our data centre building services in Hong
Kong, Mainland China and Southeast Asia; and (b)
expansion of our building services for healthcare and
infrastructure projects in Hong Kong

Enhancing our engineering capabilities in the
environmental engineering segment, including (a)
acquisition of, investment in, cooperating or forming
joint ventures with companies which are engaged in
environmental engineering treatment and equipment to
increase our competitiveness in the market; and (b)
additional investment in development of advanced
environmental process technologies

Enhancing the engineering capabilities of our ICBT
segment, including (a) additional investment in the
development of building technologies, including (i) a
cloud-based intelligent building platform to support the
development and ongoing operation of our chiller plant
control energy optimisation, automatic fault detection
and diagnostics (FDD), and energy analytics and
visualisation; and (ii) Internet of Things (loT) solutions
and equipment, to improve our information
communication technology (ICT) product and service
offerings to capture future growth opportunities; and (b)
acquisition of, or investment in, companies which
possess innovative technology to undertake projects in
Internet of Things (loT), Big Data, security and Smart
City
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Amount of the estimated net proceeds Intended uses of proceeds
Approximately 20%, or Expansion and development of our lifts and escalators
HK$67.1 million segment, including (a) expanding our existing

manufacturing facilities and construction of a new
production plant in Nanjing (i) mainly to support our
expected growth in sales of lifts and escalators
overseas, in Mainland China and in Hong Kong, as we
expect that our existing production facilities will be
unable to cater for the expected growth in demand for
our products from these markets; and (ii) to
accommodate the development and future
manufacturing of PEDARCO, an automated pedestrian
overpass system for crossing of canals, railway lines
and highways designed and developed by our Group;
and (b) setting up of export sales office(s) and sales
and service centres in Mainland China and conducting
marketing campaign to promote our brand and
products in the relevant regions

Approximately 10%, or General working capital
HK$33.7 million

For details, see “Future Plans and Use of Proceeds”.
RECENT DEVELOPMENTS

Based on our unaudited management accounts, our gross profit margin remained stable
from 1 January 2019 to 30 April 2019 as compared to that for the same period in FY2018.

From 1 January 2019 to the Latest Practicable Date, we had been awarded 25 new
contracts with individual contract sum over HK$10 million and an aggregate contract sum of
approximately HK$2,339.3 million. However, due to the nature of our industry and the contract
terms of our service agreements, the revenue under our contracts secured are recognised
based on various work progress milestones. Taking into account the continuation of the trade
war between the United States and Mainland China and delay in the commencement and
completion of some works for E&M engineering projects in Hong Kong, Macau and Mainland
China, we believe that the recognition of revenue and gross profit of our secured contracts may
not be timely reflected in our operating results in the first half of FY2019 or FY2019. In
addition, we expect to experience (i) an increase in staff costs for FY2019, in view of the
expected costs of additional headcount and our budgeted annual salary increment for FY2019;
and (ii) an increase in the depreciation and amortisation for FY2019, which is mainly
attributable to the depreciation charge arising from our new Enterprise Resource Planning
(ERP) system upon its go-live in February 2019. As such, despite the fact that we have
secured a healthy pipeline of E&M projects in FY2019 up to the Latest Practicable Date, we
hold a conservative view that our operating results for the first half of FY2019 and FY2019 may
be materially and adversely affected by the above factors. Please see the risk factor headed
“Our profit fluctuated during the Track Record Period and our operating results may fluctuate
significantly between different periods within a financial year or on a period-on-period basis,
due to various factors, some of which are beyond our control. Our historical financial and
operating results may not be indicative of future performance, and we may not be able to
achieve and sustain the historical level of revenue and profitability.” in the “Risk Factors”
section.
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Our Directors confirm that there have not been any material adverse changes in our
financial or trading position or prospects subsequent to the Track Record Period and up to the
date of this prospectus. Save as described above, as far as we are aware, there was no
material change in the general market conditions that had affected or would affect our
business operations or financial conditions materially and adversely.

LISTING-RELATED EXPENSES

Total expenses in relation to the Listing (at the Offer Price of HK$1.20, assuming that the
Over-allotment Option is not exercised) amounted to approximately HK$84.3 million. During
the Track Record Period, we incurred Listing expenses of HK$37.8 million in aggregate, of
which HK$29.9 million was expensed in our consolidated statements of profit or loss and
HK$7.9 million was directly attributable to the issue of Shares and has been capitalised as
deferred issue costs. For FY2019, we expect to incur additional Listing expenses of HK$46.5
million, of which HK$7.0 million is expected to be recognised as administration expenses and
HK$39.5 million is expected to be recognised as a deduction in equity.

CONTROLLING SHAREHOLDERS INFORMATION

Upon the completion of the Listing, Dr. Poon and Arling Investment will become our
Controlling Shareholders, as our Company will be owned as to 63.48% by Arling Investment,
a holding company which is wholly-owned by Ardik Investment, a holding company which is in
turn wholly-owned by HSBC International Trustee Limited as trustee of The Otto Poon Family
Trust. Dr. Poon is the settlor and protector of The Otto Poon Family Trust. For further
information on Dr. Poon, please see “Directors and Senior Management”. Please also see
“Relationship with our Controlling Shareholders” for further information on our Controlling
Shareholders.

STATISTICS OF THE GLOBAL OFFERING

Unaudited pro forma adjusted
consolidated net tangible
assets of the Group
attributable to owners of the
Company per Share as at

Market capitalisation™ 31 December 2018
HK$’000 HK$
Based on the Offer Price of
HK$1.20 per Offer Share ...........cccecevvnennnn. 1,680,000 1,565,633

Notes:

(1)  The calculation of market capitalisation is based on 1,400,000,000 Shares expected to be in issue upon
completion of the Global Offering assuming that the Over-allotment Option is not exercised and without taking
into account Shares that may be allotted or issued pursuant to the exercise of any option which may be granted
under the Share Option Scheme.

(2)  The unaudited pro forma adjusted consolidated net tangible assets of the Group attributable to owners of the
Company per Share is arrived at after adjustments referred to in “Appendix I — Unaudited Pro Forma Financial
Information” in this prospectus.
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DIVIDEND

During the Track Record Period, dividends declared and paid (including the distribution
in specie as discussed below) by our Company to its then shareholders were nil, HK$200.0
million and HK$1,037.0 million for FY2016, FY2017 and FY2018, respectively.

On 18 April 2018, our Company declared and paid a dividend by way of distribution in
specie (“Distribution in Specie”) of its shareholding in Wise Eagle. Following the payment of
such dividend, our Company ceased to hold any interest in Wise Eagle. Wise Eagle wholly
owns Perfect Motive, a property holding company which owns the premises at 12/F and 13/F
of Island Place Tower, North Point, Hong Kong. Such properties were and will continue to be
leased to us. The rental expenses for leasing of these offices will be charged to our
consolidated statements of profit or loss and no longer be eliminated upon the completion of
of the distribution in specie. See “History, Reorganisation and Corporate Structure —
Reorganisation” and “Business — Property Interests — Properties in Hong Kong” for details.
On 24 April 2018, our Company further declared and approved an interim dividend of
HK$281.7 million payable to the then existing Shareholders, which was settled through the
current accounts due from Wise Eagle and Perfect Motive to our Group of HK$281.7 million on
the same date. Our Company further declared dividends in the amount of HK$400.0 million and
HK$100 million on 20 July 2018 and 12 December 2018, respectively, which was fully settled
by cash in July 2018 and April 2019, respectively.

Any declaration and payment of dividends by our Company shall be made in accordance
with the constitutional documents of our Company and the relevant laws and regulations,
including the Bermuda Companies Act. The declaration of dividends is subject to the discretion
of our Board and, where required under the constitutional documents of our Company and the
Bermuda Companies Act, the approval of our Shareholders. Our Directors may recommend a
payment of dividends in the future after taking into account our operations and earnings,
capital requirements and surplus, general financial condition, contractual restrictions, capital
expenditure and future development requirements, shareholders’ interests and other factors
which they may deem relevant at such time. Any future declarations of dividends may or may
not reflect our historical declarations of dividends and will be at the absolute discretion of our
Directors.

Our Directors currently intend to, subject to our constitutional documents, the applicable
laws and regulations and the approval by our Shareholders, if required, and taking into account
our financial conditions and the other factors set out above, distribute to our Shareholders no
less than 50% of our profits available for distribution.

RISK FACTORS

Our business is subject to a number of risks and there are risks relating to an investment
in the Offer Shares. We believe that the following are some of the major risks that may have
a material adverse effect on us:

° We may face allegations, complaints or reports by our customers, third parties or the
general public, and any failure to deal with such complaints or negative publicity
could materially and adversely affect our reputation, business, prospects or our
Share price.

— 12 —
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° We are exposed to claims arising from latent defects that may be caused by us or
our subcontractors in the past, the discovery of which may have material negative
impact on our reputation, business and results of operation.

° If we are unable to accurately estimate the risks, progress, revenues or costs when
we enter into contracts or fail to perform our contracts based on our estimates, or if
we fail to agree on the pricing of work done pursuant to variation orders or otherwise,
we may be unable to realise the anticipated profits or incur losses on the contracts.

° We require various approvals, licences and permits to operate many of our
businesses, and the loss of, or failure to obtain or renew, any or all of these
approvals, licences and permits could materially and adversely affect our
businesses in Hong Kong, Macau and Mainland China.

° Failure to implement safety measures and procedures on work sites by our staff
and/or third party service providers may lead to personal injuries, property damage
or fatal accident. We are exposed to litigation claims including employees’
compensation claims and common law personal injury claims, and our insurance
coverage may not adequately protect us against certain risk.

° If we fail to meet the requirements of our contracts or quality standards of our
services, we may face litigation, be required to pay damages and additional costs,
and experience delay or difficulties in receiving payments, which may adversely
affect our business and reputation.

You should read the entire “Risk Factors” section in the prospectus carefully.
BUSINESS ACTIVITIES IN COUNTRIES SUBJECT TO INTERNATIONAL SANCTIONS

During 2016, we made direct sales of our escalators to a customer located in Iran,
generating revenue in an aggregate amount of approximately RMB3.2 million, representing
approximately 0.07% of our total revenue for the same year. Iran is subject to comprehensive

sanctions during the Track Record Period and as at the date of this prospectus. Please see
“Business — Business activities in Countries subject to International Sanctions” for details.
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In this prospectus, unless the context otherwise requires, the following expressions shall
have the following meanings.

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

“Air Pollution Control Ordinance” Air Pollution Control Ordinance (Chapter 311 of the
Laws of Hong Kong), as amended, supplemented or
otherwise modified from time to time

“Analogue Building Services Analogue Building Services (Macao) Limited (% 2
(Macao)” FHRW (|M) ARR/AF), a company incorporated in

Macau on 30 April 2014 and a wholly-owned
subsidiary of our Company

“Analogue Technical Agencies” Analogue Technical Agencies Limited (%4 TH % %
AR Fl), a company incorporated in Hong Kong on
15 February 1994 and a wholly-owned subsidiary of
our Company

“Analogue Technical Agencies Analogue Technical Agencies (Shanghai) Limited*
(Shanghai)” (ZBeEETRWE (Hg) ARAF), a  company

incorporated in the PRC on 22 July 2009 and a
wholly-owned subsidiary of our Company

“Anlev Elex Elevator” Anlev Elex Elevator Limited (% J&E#ARAR), a
company incorporated in Hong Kong on 29 January
1991 and a wholly-owned subsidiary of Anlev
Industrial

“Anlev (HK)” Anlev (HK) Limited (‘& &E#ABRZATF), a company
incorporated in Hong Kong on 5 March 2001 and a
wholly-owned subsidiary of Anlev Industrial

“Anlev Industrial” Anlev Industrial Limited (% LEARAF), a
company incorporated in Hong Kong on 22 May 2012
and a wholly-owned subsidiary of our Company

“Application Form(s)” the WHITE Application Form(s), YELLOW
Application Form(s) and GREEN Application Form(s)
or, where the context so requires, any of them

“Application Lists” the application lists for the Hong Kong Public Offer

— 14 —



DEFINITIONS

“Ardik Investment” Ardik Investment Limited, a company incorporated in
the BVI on 8 December 2017, which is directly
wholly-owned by HSBC International Trustee
Limited, the trustee of The Otto Poon Family Trust

“Arling Investment” Arling Investment Limited, a company incorporated
in the BVI on 8 December 2017, which is directly
wholly-owned by Ardik Investment, which in turn is
directly wholly-owned by HSBC International
Trustee, the trustee of The Otto Poon Family Trust

“ATAL Belgoprocess Joint ATAL Belgoprocess Joint Venture Limited, a
Venture” company incorporated in Hong Kong on 13 August
2003 and was owned as to 87% by ATAL Engineering

until its deregistration on 15 June 2018

“ATAL Building Services ATAL Building Services Engineering Limited (% 444
Engineering” B LEAMRAR), a company incorporated in
Hong Kong on 19 April 1999 and a wholly-owned

subsidiary of our Company

“ATAL Building Services (Macao)” ATAL Building Services (Macao) Limited (%42 F Ik
% (M) B/ A), a company incorporated in
Macau on 12 February 2010 and a wholly-owned
subsidiary of our Company

“ATAL Data Centre Infrastructure” ATAL Data Centre Infrastructure Limited (% 44 85
DEEAMR/AT), a company incorporated in Hong
Kong on 11 March 2011 and a wholly-owned
subsidiary of our Company

“ATAL Engineering” ATAL Engineering Limited (%% THARATH]), a
company incorporated in Hong Kong on 7 October
1977 and a wholly-owned subsidiary of our Company

“ATAL Engineering (Macao)” ATAL Engineering (Macao) Limited (% 4% T.F2 (JR )
HBRZAF]), a company incorporated in Macau on 21
December 2004 and a wholly-owned subsidiary of
our Company

“ATAL Engineering (Shanghai)” ATAL Engineering (Shanghai) Limited* (% 44 5% fff % 4%
TH (L) AR A, a company incorporated in the
PRC on 28 February 2005 and a wholly-owned
subsidiary of ATAL Engineering
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“ATAL Environmental
Engineering”

I

“ATAL Management Services

“ATAL Technologies”

“ATAL Technologies (Macao)”

“BEAM”

“BIM”
“BMS”
“Board” or “Board of Directors”

“BOCOM International Asia”

“BOCOM International Securities”

“Business Day” or “business day”

ATAL Environmental Engineering Limited (%4453
THRARAF]), a company incorporated in Hong
Kong on 19 April 1999 and a wholly-owned
subsidiary of ATAL Engineering

ATAL Management Services Limited (%448 MR ¥ A
FR/\#]), a company incorporated in Hong Kong on 5
February 2018 and a wholly-owned subsidiary of our
Company

ATAL Technologies Limited (%448} TRA R A),
a company incorporated in Hong Kong on 19
September 2001 and a wholly-owned subsidiary of
our Company

ATAL Technologies (Macao) Limited (%4481 Rl
() HFRAF]), a company incorporated in Macau
on 16 January 2008 and a wholly-owned subsidiary
of ATAL Technologies

Building Environmental Assessment Method, which
is a standard in Hong Kong to assess, improve,
certify and label the performance of buildings

building information modelling
building management systems
the board of directors of the Company

BOCOM International (Asia) Limited, a licensed
corporation under the SFO permitted to carry out
Type 1 (dealing in securities) and Type 6 (advising
on corporate finance) regulated activities

BOCOM International Securities Limited, a licensed
corporation under the SFO permitted to carry out
Type 1 (dealing in securities), Type 2 (dealing in
futures contracts), Type 4 (advising on securities)
and Type 5 (advising on futures contracts) regulated
activities

any day (other than a Saturday, Sunday or public
holiday) on which banks in Hong Kong are generally
open for normal banking business
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“BVI” the British Virgin Islands

“Bye-laws” the bye-laws of our Company conditionally adopted
on 14 September 2018 to take effect upon Listing
and as amended, supplemented, restated or
otherwise modified from time to time, a summary of
which is set out in Appendix Ill to this prospectus

“CAGR” compound annual growth rate

“Capitalisation Issue” the issue of 1,040,640,000 Shares to be made upon
capitalisation of an amount of HK$10,406,400
standing to the credit of the share premium account
of our Company referred to in “A. Further Information
About Our Group — 5. Written resolutions of our
Shareholders passed on 14 September 2018” in
Appendix IV to this prospectus

“CCASS” the Central Clearing and Settlement System
established and operated by HKSCC

“CCASS Clearing Participant” a person admitted to participate in CCASS as a
direct clearing participant or general clearing
participant

“CCASS Custodian Participant” a person admitted to participate in CCASS as a

custodian participant

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

“CCASS Participant” a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant
“CHF” Swiss franc, the lawful currency of Switzerland
“Companies Act” or “Bermuda the Companies Act 1981 of Bermuda, as amended,
Companies Act” supplemented or otherwise modified from time to
time
“Companies Ordinance” the Companies Ordinance (Chapter 622 of the Laws

of Hong Kong), as amended or supplemented from
time to time

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

to time

— 17 —



DEFINITIONS

“Company” or “our Company”

“connected person(s)”

“Contractor List” or “List of
Approved Contractors”

“Controlling Shareholder(s)”

“core connected person(s)”

“Countries subject to
International Sanctions”

“Deed of Indemnity”

“Director(s)” or “our Director(s)”

“Dr. Poon”

“E&M engineering” or “E&M”

“Eligible Applicants”

Analogue Holdings Limited (% %% T4 EAH R A),
an exempted company incorporated in Bermuda with
limited liability on 18 July 1995

has the meaning ascribed to it under the Listing
Rules

a list issued by the WBDB of the Hong Kong
Government comprising contractors who are
approved for carrying out public works in one or
more of the five major categories of building and civil
engineering works, i.e. “Buildings”, “Port Works”,
“Roads & Drainage”, “Site Formation” and
“Waterworks”

has the meaning ascribed thereto under the Listing
Rules and in the context of our Company, means Dr.
Poon and Arling Investment

has the meaning ascribed to it under the Listing
Rules

countries regarding which governments such as the
U.S. or Australia, or governmental organisations,
such as the European Union or the United Nations,
have, through executive order, passing of legislation
or other governmental means, implemented
measures that impose economic sanctions against
such countries or against targeted industry sectors,
groups of companies or persons, and/or
organisations within such countries

the deed of indemnity dated 21 June 2019 entered
into between Dr. Poon and our Company, particulars
of which are set out in “E. Other Information — 3.
Indemnities given by Dr. Poon” in Appendix IV to this
prospectus

the directors of our Company

Dr. Poon Lok To, Otto (i#&%F4d), our executive
Director, chairman of our Group, and a Controlling
Shareholder

electrical and mechanical engineering

applicants who have made valid applications for the
Hong Kong Offer Shares
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“Elstone Securities” Elstone Securities Limited, a licensed corporation
under the SFO permitted to carry out Type 1 (dealing
in securities)

“ELV” extra low voltage

“EMSD” the Electrical and Mechanical Services Department
of the Hong Kong Government

“E.U.” The European Union

“Euro”, “€” or “EUR” the lawful currency of member states of E.U. that
adopted the single currency in accordance with the
Treaty establishing the European Community
(signed Rome on 25 March 1957), as amended by
the Treaty on European Union (signed in Maastricht
on 7 February 1992)

“Frost & Sullivan” or “F&S” Frost & Sullivan Limited, a consulting firm that
provides market research and analysis

“Frost & Sullivan Report” the report prepared by Frost & Sullivan, further
information of which is set out in the section
“Industry Overview”

“FY2016” financial year of our Company ended 31 December
2016

“FY2017” financial year of our Company ended 31 December
2017

“FY2018” financial year of our Company ended 31 December
2018

“FY2019” financial year of our Company ending 31 December
2019

“GDP” gross domestic product

“Global Offering” the Hong Kong Public Offer and the International
Placing

“GREEN Application Form(s)” the application form(s) to be completed by the HK

elPO White Form Service Provider
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“Group”, “our Group”, “we” or
“us

“HK$”, “HKD” or “Hong Kong
dollars”

“HK elPO White Form”

“HK elPO White Form Service
Provider”

“HKFRS”

“HKSCC”

“HKSCC Nominees”

“Hong Kong”

“Hong Kong Branch Share
Registrar”

“Hong Kong Government”

“Hong Kong Offer Share(s)”

“Hong Kong Public Offer”

our Company and its subsidiaries at the relevant
time or, where the context otherwise requires, in
respect of the period prior to our Company becoming
the holding company of its present subsidiaries,
such subsidiaries as if they were subsidiaries of our
Company at the relevant time

Hong Kong dollars, the lawful currency of Hong Kong

the application of Hong Kong Offer Shares to be
issued in the applicant’'s own name by submitting
applications online through the designated website
of HK elPO White Form at www.hkeipo.hk

the HK elPO White Form service provider
designated by our Company as specified on the
designated website at www.hkeipo.hk

Hong Kong Financial Reporting Standards

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

HKSCC Nominees Limited, a wholly-owned
subsidiary of HKSCC

the Hong Kong Special Administrative Region of the
People’s Republic of China

Tricor Investor Services Limited, the Hong Kong
branch share registrar and transfer office of our
Company

the Government of Hong Kong Special
Administrative Region of the People’s Republic of
China

35,000,000 new Shares being initially offered by us
for subscription pursuant to the Hong Kong Public
Offer subject to adjustment as described in
“Structure of the Global Offering”

the offer by us of the Hong Kong Offer Shares to the
public in Hong Kong for subscription at the Offer
Price, on and subject to the terms and conditions set
out in this prospectus and the Application Forms, as
described in “Structure of the Global Offering”
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“Hong Kong Underwriters” the underwriters listed in “Underwriting — Hong
Kong Underwriters”, being the underwriters of the
Hong Kong Public Offer

“Hong Kong Underwriting the underwriting agreement dated 27 June 2019
Agreement” relating to the Hong Kong Public Offer entered into
by our Company, the Sole Sponsor, the Sole Global
Coordinator, Dr. Poon, Arling Investment and the
Hong Kong Underwriters, as described in

“Underwriting”

“HVAC” heating, ventilation and air-conditioning

“ICBT” information, communication and building
technologies, one of our four business segments

“Independent Third Party(ies)” a party or parties that is or are independent of and
not connected with (within the meaning of the Listing
Rules) any Directors, chief executive, substantial
shareholders of our Company, our subsidiaries or
any of their respective associates

“International Placing” the conditional placing of the International Placing
Shares by the International Underwriters for and on
behalf of the Company to institutional, professional,
corporate and other investors in Hong Kong and
elsewhere in the world outside the United States at
the Offer Price, on and subject to the terms and
conditions under the International Underwriting
Agreement, as described in “Structure of the Global
Offering”

“International Placing Share(s)” 315,000,000 new Shares being initially offered by us
for subscription pursuant to the International Placing
together with, where relevant, any additional Shares
which may be issued by our Company pursuant to
the exercise of the Over-allotment Option

“International Sanctions” all applicable laws and regulations related to
economic  sanctions, export controls, trade
embargoes and wider prohibitions and restrictions
on international trade and investment related
activities, including those adopted, administered and
enforced by the U.S. Government, the European
Union and its member states, United Nations or the
Government of Australia
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“International Sanctions Legal Hogan Lovells, our legal advisers as to International
Advisers” Sanctions laws in connection with the Listing
“International Underwriters” the underwriters for the International Placing who

are expected to enter into the International
Underwriting Agreement

“International Underwriting the underwriting agreement relating to the

Agreement” International Placing to be entered into by, among
others, our Company and the International
Underwriters on or about the International
Underwriting Agreement Date, as described in
“Underwriting”

“International Underwriting the date expected to be on or around 5 July 2019, but
Agreement Date” no later than 5:00p.m. on 8 July 2019, on which the
International Underwriting Agreement is expected to

be entered into

“1sO” the International Organisation for Standardisation, a
non-government organisation based in Geneva,
Switzerland, for assessing the quality systems of
business organisations

“ISO 14001~ the requirements set by ISO for assisting a company
to continually improve its ability to efficiently identify,
minimise, prevent and manage environmental
impacts

“I1SO 9001~ the requirements set by ISO for quality management
system where an organisation needs to demonstrate
its ability to provide products that fulfill customer and
applicable regulatory requirements and aim to
enhance customer satisfaction

“Joint Bookrunners”, or “Joint Elstone Securities, BOCOM International Securities,

Lead Managers” China Tonghai Securities Limited and GLAM Capital
Limited

“LATA” LATA Limited, a company incorporated in Hong Kong

on 26 March 2018 and a wholly-owned subsidiary of
our Company

“Latest Practicable Date” 18 June 2019, being the latest practicable date for
the purpose of ascertaining certain information
contained in this prospectus prior to its publication
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“LEED”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

“Mainland China”

“Main Board”

“Memorandum” or “Memorandum
of Association”

“MOP”

“Mr. Cheng”

“Mr. Law”

“MVAC”

Leadership in Energy and Environmental Design,
which is a green building certification system
developed in the U.S. providing verification that a
building or community was designed and built using
strategies intended to improve performance in
environmental metrics

the listing of the Shares on the Main Board of the
Stock Exchange

the listing committee of the Stock Exchange

the date expected to be on or around 12 July 2019,
on which the Shares are first listed and from which
dealings in the Shares are permitted to take place on
the Main Board of the Stock Exchange

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
People’s Republic of China

the People’s Republic of China, excluding for the
purposes of this prospectus only, Hong Kong, Macau
and Taiwan

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

the memorandum of association of our Company as
amended, supplemented or otherwise modified from
time to time, a summary of which is set out in
Appendix Il to this prospectus

Macau pataca, the lawful currency of Macau

Mr. Cheng Siu Ngai Kevin (¥§/h28), our executive
Director and the chief executive officer of our Group

Mr. Law Wei Tak (% &@.7%), our executive Director

mechanical ventilation and air conditioning
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“Nanjing Analogue Technologies” Nanjing Analogue Technologies Limited* (F§ &t 4 44k
L% H FR 24 /), a company incorporated in the PRC
on 29 August 2009 and a wholly-owned subsidiary of
our Company

“Nanjing Anlev Elevator” Nanjing Anlev Elevator Limited* (Fd &t % &6 b A R A
A]), a company incorporated in the PRC on 29 July
2003 and a wholly-owned subsidiary of Anlev

Industrial
“Nanjing ATAL Electrical & Nanjing ATAL Electrical & Mechanical Co. Ltd.*
Mechanical” (MLt EA R/ A]), a company incorporated in

the PRC on 14 October 1994 and a wholly-owned
subsidiary of our Company until its de-registration on
25 July 2018

“Nanjing Canatal” Nanjing Canatal Data Centre Environmental Tech
Company Limited* (i 5% £ 7 8 1% 55 B2 45 4 0l i 1 A B
/~1l), a company incorporated on 26 August 2003 in
the PRC and listed on the Shanghai Stock Exchange
in November 2017, and owned as to 25.81% by our
Company as at the Latest Practicable Date

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

time
“Offer Price” the price of HK$1.20 per Offer Share in Hong Kong

dollars (exclusive of brokerage fee of 1.0%, SFC
transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005%) at which Offer Shares are to
be subscribed

“Offer Share(s)” the Hong Kong Offer Shares and the International
Placing Shares together, where relevant, with any
additional Shares allotted and issued pursuant to the
exercise of the Over-allotment Option

“OHSAS 18001~ the requirements for occupational health and safety
management system developed for managing the
occupational health and safety risks associated with
a business
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“Over-allotment Option”

“Pedarco International”

“Perfect Motive”

“PRC” or “China”

“provisional sum”

“Regulation S”

“Reorganisation”

“RMB”

“Sanctioned Person(s)”

the option expected to be granted by us to the
International Underwriters under the International
Underwriting Agreement, exercisable by the Sole
Global Coordinator (on behalf of the International
Underwriters), pursuant to which we may be required
to allot and issue up to 52,500,000 additional Shares
(representing 15% of the number of Offer Shares
initially being offered under the Global Offering) at
the Offer Price, to cover over-allocations in the
International Placing, if any, as further described in
“Structure of the Global Offering”

Pedarco International Limited, a company
incorporated in Hong Kong on 3 July 2013 and a
wholly-owned subsidiary of Anlev Industrial

Perfect Motive Limited, a company incorporated in
Hong Kong on 17 April 2009, which is wholly owned
by Wise Eagle and was a member of our Group until
17 April 2018. It is a connected person of our
Company by virtue of being an associate of Arling
Investment, our Controlling Shareholder

the People’s Republic of China

a sum provided for works or expenditure which has
not been quantified or detailed at the time the tender
documents are issued

Regulation S under the U.S. Securities Act

the reorganisation of the Group in preparation for the
Listing, details of which are set out in “History,
Reorganisation and Corporate Structure —
Reorganisation”

Renminbi, the lawful currency of the PRC

certain person(s) and identity(ies) listed on OFAC’s
Specially Designated Nationals and Blocked
Persons List or other restricted parties lists
maintained by the U.S., European Union, United
Nations or Australia
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“SDN List”

“SFC”

“SFO”

“Share(s)”

“Shareholder(s)”

“Share Option Scheme”

“Sole Global Coordinator”
“Sole Sponsor”

“Specialist List” or “List of
Approved Specialist
Contractors”

“sq- m.” or um2”

“m3”

“Stabilising Manager”

“Stock Borrowing Agreement”

“Stock Exchange”

“Takeovers Code”

the list of Specially Designated Nationals and
Blocked Persons maintained by OFAC, which sets
forth individuals and entities that are subject to its
sanctions and restricted from dealing with U.S.
persons

Securities and Futures Commission of Hong Kong

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

ordinary share(s) with a nominal or par value of
HK$0.01 each in the share capital of the Company

holder(s) of Shares

the share option scheme approved and conditionally
adopted by our Company on 14 September 2018 to
take effect upon Listing, the principal terms of which
is set out under the paragraph headed “D. Share
Option Scheme” in Appendix IV to this prospectus

Elstone Securities
BOCOM International Asia

a list issued by the WBDB of the Hong Kong
Government comprising suppliers or specialist
contractors who are approved for carrying out public
works in the designated categories of specialist
works

square metre(s)
cubic metre(s)
Elstone Securities

the stock borrowing agreement expected to be
entered into between Arling Investment and the
Stabilising Manager (or its agents) on or around the
International Underwriting Agreement Date

The Stock Exchange of Hong Kong Limited

Hong Kong Code on Takeovers and Mergers issued
by the SFC, as amended or supplemented from time
to time
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“The Otto Poon Family Trust” The Otto Poon Family Trust is an irrevocable
discretionary trust settled by Dr. Poon, as the settlor
and protector pursuant to a deed of settlement dated

25 July 1995
“Track Record Period” FY2016, FY2017 and FY2018
“U.N.” The United Nations
“Underwriters” the Hong Kong Underwriters and the International

Underwriters

“Underwriting Agreements” the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

“U.S.”, “US” or “United States” the United States of America, its territories and
possessions, any state of the United States and the
District of Columbia

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

“variation order” such additional works, omissions or changes
requested by the customer for specifications not
included in the original contract

“VAT” value-added tax

“WBDB” the Works Branch of the Development Bureau (% )&
J& L##®}) of the Hong Kong Government. The
Development Bureau maintained the Contractor List
and the Specialist List to monitor the eligibility of a
contractor to tender for Hong Kong Government
contracts

“WHITE Application Form(s)” the form(s) of application for the Hong Kong Offer
Shares for use by the public who require such Hong
Kong Offer Shares to be issued in the applicants’
own name

“Wise Eagle” Wise Eagle Holdings Limited, a company
incorporated in the BVI on 13 October 2009, which
was wholly owned by our Company until 17 April
2018. It is a connected person of our Company by
virtue of being an associate of Arling Investment, our
Controlling Shareholder



DEFINITIONS

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

“%” per cent.

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

In this prospectus, the English names of Mainland China nationals, companies,
associations, entities, departments, facilities, certificates, and titles of Mainland China are
directly translated from their Chinese names and are marked with “*”, which are furnished for
identification purposes only. Should any inconsistencies between the Chinese names and the
English names exist, the Chinese names shall prevail.

Unless otherwise specified, all references to any shareholdings in our Company assume
no exercise of the Over-allotment Option.
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FORWARD-LOOKING STATEMENTS

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

° our business strategies and operating plans;
° our capital expenditure and expansion plans;

° our ability to identify and successfully take advantage of new business development
opportunities;

° our dividend policy;

° our prospective financial information; and

° the regulatory environment and industry outlook for the E&M engineering industry.

The words “anticipate”, “believe”, “could”, “estimate”, “expect”, “intend”, “may”, “plan”,
“seek”, “will”, “would” and the negative of these terms and other similar expressions, as they
relate to us, are intended to identify a number of these forward-looking statements. These
forward-looking statements reflect our current views with respect to future events and are not
a guarantee of future performance. Actual results may differ materially from information
contained in the forward-looking statements as a result of a number of uncertainties and

factors, including but not limited to:

° any changes in the laws, rules and regulations relating to any aspect of our business
or operations;

° general economic, market and business conditions in Hong Kong, Macau, Mainland
China and overseas;

o various business opportunities that we may pursue; and

° the risk factors discussed in this prospectus as well as other factors beyond our
control.
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FORWARD-LOOKING STATEMENTS

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



RISK FACTORS

In addition to other information in this prospectus, you should carefully consider the
following risk factors before making any investment decision in relation to the Offer Shares.
Any of the following risks, as well as other risks and uncertainties that are not yet identified
or that we currently think are immaterial, may materially and adversely affect our business,
financial condition or results of operations, or otherwise cause a decrease in the trading
price of the Offer Shares and cause you to lose part or all of the value of your investment
in the Offer Shares.

RISKS RELATING TO OUR BUSINESSES AND INDUSTRY

We may face allegations, complaints or reports by our customers, third parties or the
general public, and any failure to deal with such complaints or negative publicity could
materially and adversely affect our reputation, business, prospects or our Share price.

We undertake works and provide services that are generally used by the general public
as end users. There may be complaints or negative press reports regarding our works,
operations or projects in which we are involved, and we may face allegations and complaints
made by our customers or third parties and in media reports in relation to our operation, our
works or compliance with applicable laws, such as the tendering procedure, our safety
standards and procedures, the quality of our works and the materials we use, and our
treatment of subcontractors and employees. For instance, there was certain negative media
coverage recently in relation to the potential conflict of interest in tendering by our Group for
government projects, which was unfounded and without basis. However, we can be adversely
affected by the complaints or allegations relating to our works and services, our operations,
the non-performance or sub-standard performance of subcontractors, or negative media
publicity thereof, whether meritorious or not.

Negative comments, complaints, negative publicity or claims against our Group, whether
meritorious or not, will place burden on our Group and divert management and other resources
from other business operations, which may adversely affect our business operations. Any
incidents, regulatory investigations or reports through the media or other third parties of
possible work or service issues, or non-compliance with any laws or regulations involving our
Group, our Directors, officers, employees, or shareholders, could significantly damage our
reputation, goodwill, and our corporate and brand image, or otherwise affect our ability to
conduct or expand our business, and may therefore have a material adverse effect on our
business, cash flow, financial condition, results of operations, prospects and Share price.

Our participation in government projects may, more likely than in the case of
non-government projects, draw public attention. Such publicity may be adverse and
overstated. For projects which are publicly funded, changes in government budget and policy
considerations could result in delays or changes to these projects. In addition, disputes with
public bodies may last for considerably longer periods of time than for those that occur with
non-government sector counter parties, and payments from the public bodies may be delayed
as a result. All these risks may affect our performance of contracts with public bodies, and may
have a material adverse effect on our business and results of operations.
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We are exposed to claims arising from latent defects that may be caused by us or our
subcontractors in the past, the discovery of which may have material negative impact on
our reputation, business and results of operation.

We may face claims arising from latent defects that might be existing but not yet
discovered or developed. Such possible latent defects may be caused by us or our
subcontractors or suppliers in the past. If there are claims against us for such latent defects
when they are discovered, even if the defects are caused by our subcontractors or suppliers
without our fault, we may not be able to locate the relevant subcontractors or suppliers, or may
fail to procure the relevant subcontractor/supplier to rectify the defect, if it is rectifiable, or may
fail to hold the relevant subcontractors/supplier liable or obtain compensation for any loss or
damages caused by such defects. Such latent defects may include use of materials not
meeting the specifications in the contracts, which may not be discovered despite the
inspection and acceptance by the clients of the works prior to completion and remain
undiscovered for years after the completion of the relevant project.

In the event that there are any significant claims against us by our customers or other
party for any latent defects, our results of operation and financial positions may be materially
and adversely affected. Even if such latent defects do not involve any non-compliance with
laws or regulations, or breach of any contractual obligations on our part, we may be required
to rectify such defects or take preventive or remedial measures, such as conducting reviews,
tests or examinations on our works in the past, because of the negative publicity or to prevent
our brands and reputation from being negatively affected. As a result, our operation, business
and results of operation may be materially and adversely affected.

If we are unable to accurately estimate the risks, progress, revenues or costs when we
enter into contracts or fail to perform our contracts based on our estimates, or if we fail
to agree on the pricing of work done pursuant to variation orders or otherwise, we may
be unable to realise the anticipated profits or incur losses on the contracts.

Our contracts are normally awarded through competitive tendering process. We need to
estimate the risks of, and the time and costs required for, the potential projects to determine
the tender prices. Most of our revenues are derived from contracts with prices determined by
reference to our bids and agreed at the time the contract is awarded to us. We are typically
responsible for all of our costs, and our ability to achieve our estimated profitability on any
project is largely dependent on our ability to accurately estimate and control these costs. The
duration of many of our contracts was for more than one year, and once the tender price is
fixed, we are obliged to complete the contract at the agreed price. Cost overruns, whether due
to unfavourable construction conditions, inefficiency of other parties involved in the project,
inaccurate estimates or other factors such as delay in work progress due to disputes or in
coordination among the parties involved, which are not uncommon, may result in a lower profit
or even a loss in a project. The amount of total costs we incur on a project is affected by a
variety of factors, including fluctuations in the price of raw materials, variations in labour and
equipment costs over the term of a contract, changes in project scope or conditions, delay

— 32 —



RISK FACTORS

in or extension of construction period, disagreements on contract terms or works between the
clients and the main contractors, adverse weather conditions, labour disputes, accidents and
other unforeseen circumstances. The changes in costs may cause the revenue and gross profit
realised from a contract to be lower than our originally estimated amounts, despite any buffer
we may have built into our bids for any increase in labour, material and project management
costs. In such cases, our operations, financial results and profitability may be adversely
affected.

Any of the abovementioned adverse factors may give rise to delay in, or failure of,
completion of works or cost overruns, which may in turn adversely affect our reputation,
financial conditions or profitability. For example, in respect of the projects of contracting work
for a railway system extension in Hong Kong in which we participated as direct contractor for
E&M engineering work during the Track Record Period, there was certain delay in the project
work progress that was not caused by us. As a result of such delay and additional costs, we
have incurred losses for such projects.

From time to time, we are required to perform variation works as directed by customers
which are not in the original design specifications. Our customer will perform measurement
and evaluation to the variation works and make adjustment to the contract sum. Variation
orders or other changes may sometimes result in disputes about whether the work performed
is in the scope of work, or the amount payable for the variation work. Even when the customer
agrees to pay for the variation work, we may be required to fund the cost of such work for a
lengthy period of time until the variation order is approved and paid by the customer. In
addition, any delay caused by the variation works may adversely impact the timely scheduling
of other project work and our ability to meet specified contract milestone dates.

We require various approvals, licences and permits to operate many of our businesses,
and the loss of, or failure to obtain or renew, any or all of these approvals, licences and
permits could materially and adversely affect our businesses in Hong Kong, Macau and
Mainland China.

In accordance with the laws and regulations of Hong Kong, Macau and Mainland China,
we are required to maintain various approvals, licences and permits in order to operate our
business. Please see “Business — Licences and Permits” for a summary of such licences,
approvals or permits. Our E&M engineering qualifications on the government’s approved lists
of contractors in Hong Kong are important to us as they determine the range and size of public
works in which we are eligible to participate as a contractor.

Failure to comply with these laws and regulations, or the loss of or failure to renew our
licences and permits or any change in the government policies, could lead to temporary or
permanent suspension of some of our business operations or the imposition of penalties on us,
which could adversely affect our results of operations and financial condition.

In order to tender for government contracts, a contractor is required to be on the

appropriate list of approved contractors of the relevant government departments. If the
capability, performance, tendering record or financial standing of a particular contractor is
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found to be unsatisfactory by the government, or if a contractor’s failure to implement sufficient
safety measures and procedures at work sites has resulted in any personal injuries or fatal
accidents, the government may remove a contractor from such list or take other regulatory
actions against the contractor such as revocation, suspension, extending probationary period,
downgrading to probationary status, or demotion to a lower group in respect of all or any work
category in which the contractor is listed.

If defects are discovered in the works of a contractor, including latent defects which may
be undiscovered for years after completion, the contractor may be removed or suspended from
the relevant list of approved contractors, and even if there has been no breach of the relevant
contract terms, the reputation of such contractors may still be adversely affected, and it might
become more difficult for such contractors to be selected for future projects. If a contractor has
violated any law or regulation, the relevant government authority may take disciplinary actions
against the contractor, such as amendment, variation (e.g. demotion of licences to a lower
grade), suspension and revocation of licences. Furthermore, in awarding contracts to a
contractor, the government authorities will take into account a contractor’s performance and
track record and whether disciplinary action has been taken against it.

In the event of a withdrawal, revocation or downgrading, there would be a detrimental
impact on our operations and prospects.

In addition, any changes or alterations in the licensing requirements and/or standards for
admission into the list of approved contractors may require us to make necessary
corresponding adjustments to meet any new requirements and/or standards resulting from
such changes, thus requiring us to incur extra costs.

Failure to implement safety measures and procedures on work sites by our staff and/or
third party service providers may lead to personal injuries, property damage or fatal
accident. We are exposed to litigation claims including employees’ compensation claims
and common law personal injury claims, and our insurance coverage may not
adequately protect us against certain risk.

Our business involves working at height or on slippery floor, operation of and contact with
heavy machinery and electrical system and appliances, the lifting of heavy objects, the use of
corrosive and inflammable chemicals, and our staff may be exposed to unfavourable work
environments that could result in personal injuries, property damage or fatal accidents. Our
staff may also be required to work in new environments which they may be unfamiliar with, and
they may be unaware of the location of the safety routes and places of danger.

Employees who suffer from bodily injuries or death as a result of accidents occurred and
diseases contracted during the course of their employment may claim damages and
compensation against us under the Employees’ Compensation Ordinance as well as under the
common law in Hong Kong and the relevant laws in Macau and Mainland China. Such claims
may not be covered by our employees’ compensation insurance fully or at all due to various
reasons.
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Due to the nature of our business, we may also, from time to time, face other
miscellaneous litigation claims from our employees or third parties, who suffer personal
injuries at premises where we provide our services, which may or may not be meritorious. We
have taken out insurance policies to cover these potential claims, including employees’
compensation insurance and public liability insurance. The outcome of any claim is subject to
the relevant parties’ negotiation or the decision of the court or the relevant arbitration
authorities, and the result may be unfavourable to us. There is also no assurance that the
insurance company will not challenge any such claims on the ground that they fall outside the
scope and/or limit of our insurance coverage or bring a counterclaim against us for any breach
of the terms and conditions of the relevant policy. In either event, our financial conditions may
be adversely affected. Regardless of the merits of such claims, we may need to divert
management resources and incur costs to handle these claims, which may affect our corporate
image and reputation in the industry, especially if they become public, and may adversely
affect our revenue, results of operation and financial conditions.

There is no assurance that all risks are adequately insured against by our insurance
policies. As a result, we may have to pay out of our own resources for any uninsured financial
or other losses, damages and liabilities, litigation or business disruption. The occurrence of
certain incidents, including earthquake, fire, severe weather, war, floods, power outages,
terrorist attacks or other disruptive events and the consequences, damages and disruptions
resulting from such events may not be covered by our insurance policies fully or at all due to
various reasons. If our business operations are disrupted or interrupted for a substantial period
of time, we could incur costs and losses that could materially and adversely affect our
business, financial conditions and results of operations.

In the event that our staff and/or third party service providers fail to implement safety
measures and procedures on our work sites, there may be heightened risks of serious
personal injuries, property damages or fatal accidents, which may again lead to interruption of
our operations and adversely affect our reputation, financial conditions and results of
operations to the extent not covered by our insurance policies.

In addition, there may be new laws and regulations relating to health and safety protection
in workplaces in the future, and our operating costs may be increased to comply with such new
laws and regulations. Any failure to comply with such new laws or regulations may have an
adverse effect on our business and results of operations.

If we fail to meet the requirements of our contracts or quality standards of our services,
we may face litigation, be required to pay damages and additional costs, and experience
delay or difficulties in receiving payments, which may adversely affect our business and
reputation.

We are typically required to complete each project according to a fixed schedule by an

agreed date as stated in the relevant contract. If we fail to complete a project in a timely
manner resulting in a breach of our contractual obligations, we may be liable to compensate
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our customers for losses or damages caused by the delay. For the projects undertaken by us,
it is common for a clause for payment of damages for delay of works to be included in the
contract made between us and the customer involved. Such a clause usually provides that in
case of our delay in the completion of works, a sum of liquidated damages calculated on the
basis of a fixed sum of money per day (as stated in the contracts) will have to be paid by us
to the customer for the period during which the works remain incomplete due to our default.
Any delay in the completion of a project could also lead to additional costs being incurred,
including costs to hire additional manpower and to provide temporary storage for construction
materials used.

Since there is always a risk that works under our work scope in construction projects may
not be completed in accordance with the pre-set time schedule, we are subject to exposure to
claims for the said liquidated damages when a construction project undertaken by us is not
completed on time. Such claims for liquidated damages will affect our profitability if no
extension of time is granted, as the customer is entitled to deduct such liquidated damages
from the contract sum under the relevant contract. The effect on us depends on the length of
the delay in completion due to our default. Furthermore, any failure on our part to complete a
project in a timely manner could harm our reputation in the industry and hinder our ability to
secure future contracts and, as a result, our business, financial condition and results of
operations could be materially and adversely affected. In addition, we may be liable to
compensate our customers for any losses sustained by them if any of our employees, contract
workers or installation service providers do not complete projects in accordance with the terms
specified in the relevant contracts. These litigation costs, together with the payment of
damages, could adversely affect our profitability and financial performance.

Our projects are non-recurring in nature, and if we fail to secure new major projects, our
businesses and financial position will be materially and adversely affected.

We enter into contracts with our major customers generally on a project basis, and there
can be no assurance that our customers will continue to engage us in future projects. In the
event that our customers cease to engage us to provide services and we fail to replace such
customers, or if we fail to secure new major projects, our business and financial position may
be materially and adversely affected.

Our major customers mainly comprise property developers and construction companies
in Hong Kong and Mainland China, hotel and property developers in Macau, government
departments in Hong Kong and transportation companies in Hong Kong, which have
established business relationships with us. In the event that the level of construction activities
of such major customers cease to grow or decline, or such customers cease to engage us to
provide services and we fail to replace such customers, our business may be materially and
adversely affected.
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Labour shortages or increases in labour costs could harm our business, reduce our
profitability and slow our growth.

Experienced professional staff and other labour are important for the operation of our
businesses, and therefore, our success depends in part on our ability to attract, retain and
motivate a sufficient number of qualified engineers, construction workers and the engagement
of subcontractors for certain labour intensive works. Qualified individuals in the relevant
industries are in short supply and competition for workers is intense.

Competition for qualified construction workers could also require us to pay higher wages,
which could result in higher labour costs. For example, given Macau’s relatively small
population and the high number of construction projects in Macau in recent years, the labour
market in Macau has been tight and average labour costs in Macau have increased
significantly.

The salary level of construction workers in Hong Kong has been increasing in the past
several years. According to the Frost & Sullivan Report, the average annual wage of
employees in the construction industry in Mainland China is also expected to continue to
increase in the coming years. Most of our revenues are generated from agreements with terms
over one year. Most of such agreements do not contain labour cost adjustment mechanism,
and we may fail to anticipate or may be unable to transfer the full impact of the increase in
labour cost to our customers. In such or other cases, we may not be able to increase our prices
in order to pass these increased labour costs on to our customers for contracts without price
adjustments, in which case our business and results of operations would be negatively
affected.

Any change or deterioration of our relationship with, and the performance of, our joint
venture partners and third party service providers may have an adverse impact on our
business operation and reputation.

We form joint ventures with other companies in the E&M engineering industry to tender
for and carry out the E&M engineering works in major construction projects from time to time.
We also engage third-party service providers as our subcontractors to perform certain,
generally more labour-intensive parts, of the E&M engineering works. Any change or
deterioration of our relationship with, and the performance of, such third-parties may have
adverse impact on our business operation and reputation.

o We are dependent on subcontractors, and in some projects our joint venture
partners, to implement certain contracts.

We are dependent on subcontractors to carry out works in many of our projects. As we
generally do not sign any long term contracts with our major subcontractors, there is no
assurance that they will continue to provide services to us at prices acceptable to us. In the
event that any of the major subcontractors is unable to provide the required services to us and
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we are unable to obtain alternative providers on similar or more favourable terms, or if the
costs for them to provide those required services increase substantially, our business, results
of operations and profitability may be adversely affected.

For some large-scale projects, we may form joint ventures with other companies to tender
for and carry out the works. There is no assurance that our existing joint venture partners will
continue to cooperate with us to tender for and perform works for future projects, or on terms
that are favourable or acceptable to us. If we are unable to cooperate with appropriate joint
venture partners, we may not have sufficient resources competitiveness, or all necessary
qualifications to participate in major construction projects, or if we are engaged in such
projects as the sole contractor or a subcontractor, we will have to bear significant risks in
relation to such projects.

We are not able to monitor the performance of our subcontractors or joint venture
partners or their respective staff as directly and efficiently as with our own staff. If a
subcontractor fails to provide services as required under a contract or a joint venture partner
fails to perform its responsibility as agreed, we may be required to procure other companies
to perform these services, causing delay and/or increase in cost, which could impact our
profitability. If a subcontractor’s performance does not meet our standards or if a joint venture
partner’s performance does not meet the requirements which the relevant joint venture has
agreed to, the quality of the project may be affected, which could harm our reputation and
potentially expose us to litigation and damage claims. We may also need to undertake
remedial works and therefore may increase our costs and adversely affect our business and
results of operations.

° Responsibility for quality of services provided by third party service providers

Under the terms of the contracts between our customers and us, we would not be relieved
from any obligation or liability in respect of the performance of the third party service providers,
and we would be responsible for their acts, defaults or neglects. There is no assurance that
the services rendered by any of our third party service providers will always be satisfactory or
meet our customers’ quality and safety standards and timing requirement. If the performance
of any third party service provider is not up to the standards required by our customers, we
may need to replace such third party service provider or take other actions to remedy the
situation, which could adversely affect the cost and progress of our projects and may have an
adverse impact on our reputation and our ability to obtain new contracts.

° We may incur potential liabilities arising from defaults of our third party service
providers

As the principal contractor, we may be liable to settle the outstanding wages of the
employees of our third-party service providers, including subcontractors, pursuant to the
Employment Ordinance and liable to pay compensation to the injured employees of our third
party service providers pursuant to the Employees’ Compensation Ordinance. Given the
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above, any defaults or neglects on the part of the third party service providers may also have
an adverse impact on our profitability and financial conditions as we might be liable for any
such defaults or neglects. Any of these factors could have a material adverse effect on our
business, financial conditions and results of operations.

° Potential competition with joint venture partners and subcontractors

Small-scale third party service providers may expand their business operations by
accumulating work experience, improving their financial strength and diversifying their scope
of services over time. Such small-scale subcontractors may become sizeable and achieve a
market reputation in the future that may be comparable to us. Our joint venture partners, who
may often be our direct competitors, may also decide not to partner with us in future joint
venture and tender for projects on their own. In such event, our subcontractors and joint
venture partners may compete with us for our customers, especially in relation to the projects
that involved them. In the event that our existing customers engage our subcontractors or our
joint venture partners to our exclusion in future projects, our operations and financial results
may be adversely affected.

We are subject to liquidity risk in our investments in associates and joint ventures and
if our associates and joint ventures do not perform as we expected them to be or do not
generate sufficient revenue in any financial year, our financial condition or result of
operations could be materially and adversely affected.

Our share of results of associates were losses of HK$40.3 million, profits of HK$13.5
million and profits of HK$27.3 million, and our share of results of joint ventures were losses of
HK$1.2 million, losses of HK$0.5 million and profits of HK$0.6 million, for FY2016, FY2017 and
FY2018, respectively. Our investment in associates and joint ventures may not guarantee a
share of profits, and any loss incurred by such associates and joint ventures shall be
apportioned among our Group and other joint venture partners. If our associates and joint
ventures do not perform as expected or do not generate sufficient revenue in any financial
year, our return of investments in our associates and joint ventures, and our financial condition
or results of operations, could be materially and adversely affected. For instance, the
substantial extension of the project period of a project undertaken by Oscar Bioenergy Joint
Venture (“OBJV”), one of our associates, due to factors beyond our control had led to
significant increase in costs, and we had in turn shared post-acquisition losses that are in
excess of the cost of investment in OBJV of HK$61.2 million, HK$76.7 million and HK$83.6
million as at 31 December 2016, 2017 and 2018, respectively. For details, please see
“Financial Information — Description and management discussion and analysis of selected
items in consolidated statements of profit or loss and other comprehensive income — Share
of results of associates and joint ventures”.
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In addition, our investment in associates and joint ventures are subject to liquidity risk.
Our investments in associates and joint ventures are not as liquid as other investment products
as there is no cash flow until dividends are received even if our associates and joint ventures
reported profits under the equity accounting. Furthermore, our ability to promptly sell one or
more of our interests in the associates or joint ventures in response to changing economic,
financial and investment conditions is limited. The market is affected by various factors, such
as general economic conditions, availability of financing, interest rates and supply and
demand, many of which are beyond our control. We cannot predict whether we will be able to
sell any of our interests in the associates or joint ventures for the price or on the terms set by
us, or whether any price or other terms offered by a prospective purchaser would be
acceptable to us. Therefore, the illiquidity nature of our investment in associates or joint
ventures may significantly limit our ability to respond to adverse changes in the performance
of our associates and joint ventures. In addition, if there is no share of results or dividends
from our associates or joint ventures, we will also be subjected to liquidity risk and our financial
condition or result or operations could be materially affected.

We operate in a competitive industry, and we may experience pressure on our profit
margin. We are subject to the risks associated with tendering process. Our contracts are
normally awarded through competitive tendering process on a project by project basis
and we face keen competition. If we fail to secure engagement for new projects on
favourable terms or at all, our business and results of operation could be materially and
adversely affected.

We operate in the E&M engineering industry, which is a 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 pricing pressure which may reduce
our profit margins. Further, if we cannot adapt effectively to market conditions 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 subcontractors and qualified employees. If we cannot
obtain their services on favourable terms or at all, or are unable to compete in other areas, our
business, financial condition, results of operations and prospects may be materially and
adversely affected.

Our contracts for E&M engineering works are mostly awarded through competitive
tendering process and there has been keen competition in the bidding for projects among
various contractors in the relevant markets as there are a large number of participants in the
relevant industries where we operate.
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We are mainly engaged in E&M engineering works on a project by project basis which is
not recurring in nature and we cannot guarantee that we will continue to secure new projects
from our customers after the completion of the projects on hand. If we fail to compete
effectively or maintain our competitiveness in the relevant markets, our business, financial
condition and results of operations will be adversely affected. In particular, our ability to secure
contracts out of our tenders is critical to our success. There is no guarantee that we will be able
to maintain our past success in tendering projects in the future or that we will be able to secure
new contracts from our existing or new customers on terms that are favourable to us or at all.
In the event that we are unable to succeed in our competitive tenders or maintain business
relationships with our existing customers, our revenue and results of operations will be
adversely affected.

Our operations are mainly project-based. Collection of payment and our profit margin
depend on the terms of the work contract and may not be regular, and progress
payments and retention money in relation to our projects may not be paid or released to
us on time and in full, which will adversely affect our liquidity and results of operation.

Our E&M engineering operations are project-based. Our collection of payment and our
profit margin significantly depend on various factors, such as the terms of the work contracts,
the length of the contractual period, the efficiency of implementation of the contractual works
and the general progress of the relevant projects. In this connection, our income flow is
irregular and subject to various factors beyond our control. As such, there can be no assurance
that the profitability of a project can be maintained or estimated at any particular level.

Furthermore, our collection of payment, and the profit margin and time for profit
recognition depend on the terms of the work contracts and the general progress of the projects
and may also be irregular. If the collection pattern of our payment significantly deviates from
our estimation, our financial position could be adversely affected.

As a common practice, we receive progress payments in respect of our projects from our
customers on a monthly basis. The amount of payment is determined with reference to the
value of the work completed and materials delivered to the site. Our customers generally
withhold a certain percentage from each interim payment, up to 5% of the total contract value,
as retention money. Typically, not more than 50% of this retention sum will be released to us
upon practical completion of the works and the balance will be released at the end of the defect
rectification period, or the whole amount of the retention money is released after the expiry of
the defect liability period. There can be no assurance that progress payments or retention
monies in respect of our projects will be paid on time and in full whether due to disagreement
on the payment sum, a delay in the customer’s settlement process or otherwise. In the event
that our customers fail to make such payments on time and in full, our future liquidity position
and results of operation may be materially and adversely affected.
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Our profit fluctuated during the Track Record Period and our operating results may
fluctuate significantly between different periods within a financial year or on a
period-on-period basis, due to various factors, some of which are beyond our control.
Our historical financial and operating results therefore may not be indicative of future
performance, and we may not be able to achieve and sustain the historical level of
revenue and profitability.

Our revenues, expenses and operating results may vary from period to period and may
fluctuate due to a variety of factors, some of which are beyond our control, including changes
in laws, regulations and industry practices in the E&M engineering industry, increases in costs
of labour and raw materials and conditions of the property market and construction industry in
Hong Kong, Macau and Mainland China, as well as our ability to estimate and control costs,
operating expenses and work progress for each project, as set out in the risk factor
immediately above.

Our gross profit decreased by HK$35.0 million or 3.8% from HK$923.4 million in FY2017
to HK$888.4 million in FY2018, and our gross profit margin decreased from 18.6% in FY2017
to 14.9% in FY2018. As the majority of our gross profit was generated from building services
during the Track Record Period, a major factor contributing to the decrease in our gross profit
and gross profit margin in FY2018 was the decrease of our gross profit and gross profit margin
for our building services segment from HK$600.8 million to HK$558.5 million and from 19.4%
to 12.6%, respectively, which was in turn mainly due to higher gross profit contribution of a
major infrastructure building services project in Hong Kong and a contracting project for
renovation works of a hotel in Macau in FY2017. For details, please see “Financial Information
— Description and Management Discussion and Analysis of Selected Items in Consolidated
Statements of Profit or Loss and other Comprehensive Income — Gross profit and gross profit
margin”.

Period-to-period comparisons of our operating results during the Track Record Period
may not be indicative of our future performance and you should not rely on them to predict the
future performance of our Shares. There is a risk that we will not be able to achieve or maintain
profitability or our historical results. Our historical results may not be indicative of our future
performance. Our financial and operating results may not meet the expectations of public
market analysts or investors, which could cause the future price of our Shares to decline.

Furthermore, as a result of the factors set out above, our revenue and results of
operations may fluctuate significantly between different periods within a particular financial
year or on a period-on-basis comparison across different financial years, and any comparison
of revenue and results of operations between different periods within a particular financial year
or period-on-period comparison may not be meaningful, and cannot be relied on as indicators
of our performance. Any such fluctuations in the future may not match the expectations of
investors and could cause fluctuations in the trading price of our Shares.
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Wrongdoing by our employees, subcontractors and outsiders may harm our reputation
and business.

Due to the significant contract sum of our projects, we are susceptible to acts of fraud,
bribery, corruption, kickback or other dishonest act or misconduct by our staff, subcontractors,
joint venture partners or other third parties. For instance, an ex-director, Mr. Fong Chun Yau,
who had left our Group since August 2015, was found guilty of bribery charges in Macau in
relation to the contracts of three engineering projects awarded by the Macau government in
2004 to 2006 to joint ventures formed by third parties and a Group company, where the three
joint ventures were held to have made payments to certain entities which were subsequently
found to be paid to a former senior official of the Macau government. Such wrongdoing may
seriously harm our reputation, business and operating results. Although we consider our
internal control policies and procedures to be adequate, we may be unable to prevent, detect
or deter all such instances of such misconduct. If our Group, our senior management
members, employees, subcontractors or joint venture partners commit or are alleged to have
committed such misconduct, we may be subject to negative publicity, investigations, or
criminal charges and penalty, which may lead to diversion of our management’s attention and
incurring of costs to defend against the allegation. Regardless of whether the allegation is
founded or not, the consequent negative publicity may have significant adverse impact on our
reputation, loss of opportunities to be invited to tender and loss of business. The misconduct,
which may include past acts that have gone undetected or future acts, may have a material
adverse effect on our business, results of operation and financial condition. Even if they are
not committed against us, if our staff or subcontractors are involved, our reputation and
corporate image may be adversely affected.

We may undertake acquisitions, investments or joint ventures, which may not be
successful or which otherwise may have a material adverse effect on our ability to
manage our business.

Our strategy includes plans to grow organically and through acquisitions of, investment
in or participation in joint ventures with other companies. Please see “Business — Our
Business Strategies” for details. Acquisitions of or investment in companies or businesses and

participation in joint ventures are subject to considerable risks, including:

° our inability to integrate new operations, personnel, products, services and
technologies;

° unforeseen or hidden liabilities, including exposure to claims, disputes and lawsuits
associated with newly acquired companies or subject of our investment;

° the diversion of financial or other resources from our existing businesses;

° disagreement with management of acquired companies, subject of our investment,
or our joint venture partners;
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° failure to comply with laws and regulations as well as industry or technical standards
of the markets into which we expand;

° exposure to operation, regulatory, market and geographic risks and additional
capital requirements;

° our inability to generate sufficient revenues to offset the costs and expenses of
acquisitions, strategic investments or joint venture formations; and

° potential loss of, or harm to, employees or client relationships.

Any of the above risks could significantly impair our ability to manage our business and
materially and adversely affect our business, results of operations and financial condition.

We may undertake technology, process and product development projects, which may
not be successful or which otherwise may have a material adverse effect on our
competitiveness and results of operations.

Our strategy includes plans to undertake technology, process and product development
projects, such as development of wastewater treatment processes and other products and
solutions for our environmental engineering segment and our ICBT segment. Please see
“Business — Our Business Strategies” for details. The process of developing and
commercialising new products, processes, technologies and solutions is inherently complex
and involves significant risks and uncertainties, including:

° our inability to successfully develop commercially viable processes or technologies
from the development projects that we have invested in or will invest in;

° our development efforts may fail to respond to the evolving needs of our customers
and the changing technological standards and specifications in the relevant industry;

o any significant increase in our development expenses may outweigh the additional
revenue generated or cost saved, which may adversely impact our profitability; and

° our newly developed processes, technologies and products may not be protected as
proprietary intellectual property rights.

Any of these events could materially and adversely affect our competitiveness in the
relevant industry, as well as our business, financial condition and results of operations.
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Our success and business operations are largely dependent on certain key personnel
and our ability to attract and retain talented personnel.

Our future success depends heavily on the continued services of our senior executives
and other key employees. In particular, we rely on the expertise, experience and leadership of
our executive Directors, our senior management and the senior management of our
businesses, who play a vital role in our operation. On average, these members of our senior
management have over 10 years of experience in the relevant industries. Please see the
section “Directors and Senior Management” for details.

If one or more of our senior executives or other key employees are unable or unwilling to
continue in their present positions, we may not be able to replace them promptly, or at all,
which may severely disrupt our business and affect our results of operations and prospects.

Our business is dependent on conditions and trends in the construction and E&M
engineering industry which are subject to fluctuation.

Our operations are dependent on the conditions and trends in the construction and E&M
engineering industry, which are subject to fluctuation. The future growth and conditions of the
construction and E&M engineering industry in Hong Kong, Macau and Mainland China are
likely to depend primarily upon the continued availability of major construction projects in
these regions. The nature, extent and timing of such projects will, however, be determined by
the interplay of a variety of factors, in particular, the governments’ spending patterns on the
construction and E&M engineering industry and the general conditions and prospects of the
economy. These factors may affect the availability of construction projects from the
government sector and non-government sector. Some government projects or public works
projects are non-recurring in nature. Any change or significant reduction or delay in the level
of spending or delay of the approval on public works by the Hong Kong Government may affect
our business and operation results. In the event that the Hong Kong Government reduces its
level of spending on public works and we fail to secure business from other sectors, our
business and profitability could be adversely affected.

There are many factors affecting the construction and E&M engineering industry,
including fluctuating trends in the property market and the economy as a whole, fluctuations
in interest rates and the availability of new projects in the non-government sector. As our
businesses are dependent on the conditions of the construction and E&M engineering industry,
if there are adverse economic conditions, such as a local economic downturn, natural
disasters, contagious disease outbreaks or terrorist attacks, a reduction in the capital
expenditure by the governments on infrastructure projects, or if the local authorities adopt
regulations that place additional restrictions or burdens on the construction industry, the
construction and E&M engineering industry, and thus our business, results of operations and
profits could be materially and adversely affected.
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We had recorded negative operating cash flow for FY2016. Negative operating cash flow
may adversely affect our financial flexibility and liquidity.

We had net cash used in operating activities of HK$10.5 million in FY2016 mainly as a
result of the cash generated from operations before working capital change of HK$223.4
million, taxes paid of HK$35.9 million and negative changes in working capital of HK$198.0
million. The change in working capital primarily reflected (i) increase in contract assets of
HK$239.2 million mainly attributable to certain non-government projects of contracting works
of railway system extension in Hong Kong; and (ii) decrease in trade and retention payables
of HK$35.7 million mainly due to decrease in trade accruals of HK$34.2 million as a result of
timing of billings from our sub-contractors, partially offset by a decrease in trade receivables
of HK$61.0 million as a result of decrease in billings.

There is no assurance that we will not record negative operating cash flow in the future.
Net cash outflow from operating activities may adversely affect our liquidity, and reduce our
financial flexibility and our ability to obtain additional borrowings from bank, which in turn may
adversely affect the implementation of our future plans.

We may experience delays or defaults in collecting our trade receivables and contract
assets, or that delay in the release of retention monies or that retention monies are not
fully released to us after expiry of the defect liability period may affect our operating
results and liquidity position.

We make monthly progress claims to our customers in respect of the value of the work we
have performed in the preceding month, and subject to our customer’s confirmation of such
value, we will proceed to issue the invoices with a credit term in accordance with the provision
in the contract. As at 31 December 2016, 2017 and 2018, the total carrying amount of trade
receivables (net of allowance for impairment) and contract assets of our Group amounted to
approximately HK$1,682.8 million, HK$1,735.7 million and HK$1,700.1 million, respectively.
Net impairment loss in respect of trade receivables was recognised in FY2018 amounted to
HK$27.5 million, respectively, mainly as a result of the receivables from certain customers
which are considered as irrecoverable as the amounts remained unsettled despite our request
for settlements from these customers for months. We recorded net impairment loss reversal in
respect of trade receivables in FY2017 as a result of repayment received in such year for
impaired amounts as at 31 December 2016.

Our customers generally withhold a certain percentage from each interim payment, up to
5% of the total contract value, as retention money. Typically, not more than 50% of this
retention sum will be released to us upon practical completion of the works and the balance
will be released at the end of the defect rectification period, or the whole amount of the
retention money is released after the expiry of the defect liability period. As at 31 December
2016, 2017 and 2018, our contract assets included retention receivables of HK$325.9 million,
HK$317.6 million and HK$375.5 million, respectively. If a customer delays its payment, or fails
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to release our retention monies to us as scheduled, our cash flow and working capital may be
materially and adversely affected. Even if we are able to recover any losses incurred pursuant
to the terms of the contract, the process of such recovery is usually time-consuming and
requires financial and other resources to settle the disputes. Furthermore, there can be no
assurance that any outcome will be in our favour or that any dispute will be resolved in a timely
manner. Failure to secure adequate payments in time or to manage past due debts effectively
could have a material and adverse effect on our business, financial position, results of
operations and prospects.

During the Track Record Period, we have not encountered any material delay in progress
payment and retention money by our customers. However, there can be no assurance that
such payments will be made on time by our customers in the future. Any failure by our
customers to make payments to us on a timely manner may have an adverse effect on our
future liquidity position.

Fluctuations in exchange rates may result in foreign currency exchange losses and may
have a material adverse effect on your investment.

Our Group has foreign-currency bank balances, trade receivables, bills receivables, other
receivables, trade payables, bills payables and other payables, which expose us to foreign
currency risk.

While most of our costs and expenses are denominated in Hong Kong dollars and U.S.
dollars, some of our sales is denominated in Renminbi and other foreign currencies. We
incurred net exchange gain of HK$0.4 million for FY2016, net exchange gain of HK$13,000 for
FY2017, and net exchange loss of HK$3.7 million for FY2018. We also recognised exchange
loss of HK$29.2 million, exchange gain of HK$34.5 million and exchange loss of HK$27.1
million for FY2016, FY2017 and FY2018, respectively, in other comprehensive income, which
arise from the translation of foreign operations of our Group from their functional currencies of
RMB to the presentation currency of our Group of HK$. Assets and liabilities of foreign
operations are translated using exchange rates prevailing at the end of each reporting period.
Income and expenses are translated at the average exchange rates for the relevant years.

The change in value of the Renminbi against the Hong Kong dollar, U.S. dollar and other
currencies may fluctuate and is affected by, among other things, changes in the political and
economic conditions in Mainland China. Since 1994, the conversion of Renminbi into other
currencies, including Hong Kong and U.S. dollars, has been based on rates set by the People’s
Bank of China, which are set daily based on the previous business day’s inter-bank foreign
exchange market rates and current exchange rates on the world financial markets. On 21 July
2005, the PRC government adopted a more flexible managed floating exchange rate system
to allow the value of the Renminbi to fluctuate within a regulated band that is based on market
supply and demand and referenced to a basket of currencies. Since the adoption of this new
policy, while the value of the Renminbi against the U.S. dollar has fluctuated daily, the overall
value has appreciated against the U.S. dollar. The PRC government has since made and may
in the future make further adjustments to the exchange rate system.
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Despite the foreign-currency forward contracts that we have entered into during the Track
Record Period, we cannot assure you that our exposure to foreign currency risk could be
eliminated and any significant revaluation of the Renminbi and other currencies in which our
foreign-currency bank balances, receivables and payables may materially and adversely affect
our cash flows, revenues, earnings and financial position.

We could be adversely affected as a result of any sales we make to certain countries that
are, or become subject to, sanctions administered by the United States, the European
Union, the United Nations, Australia and other relevant sanctions authorities.

The U.S. and other jurisdictions or organisations, including the European Union, the
United Nations and Australia, have, through executive order, passing of legislation or other
governmental means, implemented measures that impose economic sanctions against such
countries or against targeted industry sectors, groups of companies or persons, and/or
organisations within such countries.

During 2016, we made direct sales of our escalators to a customer located in Iran,
generating revenue in an aggregate amount of approximately RMB3.2 million, representing
approximately 0.07% of our total revenue for the same year. Iran is subject to comprehensive
sanctions during the Track Record Period and as of the date of this prospectus. Please see
“Business — Business Activities in Countries subject to International Sanctions” for further
information.

We have undertaken to the Stock Exchange that we will not use the proceeds from the
Global Offering, as well as any other funds raised through the Stock Exchange, to finance or
facilitate, directly or indirectly, activities or business with, or for the benefit of, any Countries
subject to International Sanctions or any other government, individual or entity sanctioned by
the U.S., the European Union, the United Nations or Australia, including, without limitation, any
government, individual or entity that is the subject of any OFAC-administered sanctions. In
addition, we have undertaken not to enter into any future business that would cause us, the
Stock Exchange, HKSCC, HKSCC Nominees or our Shareholders and investors to violate or
become a target of sanctions laws by the U.S., the European Union, the United Nations or
Australia. We will also disclose on the respective websites of the Stock Exchange and our
Group if we believe that the transactions our Group entered into in Countries subject to
International Sanctions or with Sanctioned Persons would expose our Group or our
Shareholders and investors to risks of being sanctioned, and in our annual reports or interim
reports our efforts on monitoring our business exposure to sanctions risk, the status of future
business, if any, in Countries subject to International Sanctions and with Sanctioned Persons
and our business intention relating to Countries subject to International Sanctions and with
Sanctioned Persons. If we were in breach of such undertakings to the Stock Exchange, we
would be subject to the risk of possible delisting of our Shares on the Stock Exchange.
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While we have implemented internal control measures to minimise our risk exposure to
International Sanctions, sanctions laws and regulations are constantly evolving, and new
persons and entities are regularly added to the list of Sanctioned Persons. Further, new
requirements or restrictions could come into effect which might increase the scrutiny on our
business or result in one or more of our business activities being deemed to have violated
sanctions. Our business and reputation could be adversely affected if the authorities of U.S.,
the European Union, the United Nations, Australia or any other jurisdictions were to determine
that any of our future activities constitutes a violation of the sanctions they impose or provides
a basis for a sanctions designation of our Group. For details of our business operations in the
Countries subject to International Sanctions and our undertakings to the Stock Exchange and
its related group companies, please see “Business — Business Activities in Countries subject
to International Sanctions”.

RISKS RELATING TO MAINLAND CHINA

Our future performance is dependent on the economy and construction industry in
Mainland China.

For FY2018, 5.9% of our revenue was generated in Mainland China. Accordingly, our
business, financial condition, results of operations and prospects could be affected by
economic, political and legal developments in Mainland China. The economy in Mainland
China differs from the economies of most developed countries in many respects, including the
degree of government involvement, the level of development, the growth rate, the control of
foreign exchange, access to financing, and the allocation of resources.

The success of our business depends on the condition and growth of the property market
and construction industry in Mainland China, which in turn depends on macro-economic
conditions and individual income levels in Mainland China. We cannot assure you that the
economy and construction market in Mainland China will sustain the growth that they have
historically experienced. Any future slowdown or declines in the economy in Mainland China
could adversely affect our business, operating results and financial condition.

Mainland China’s legal system embodies uncertainties that could adversely affect our
business, financial condition and results of operations.

Part of our operations is conducted in Mainland China. Our business and operations are
therefore generally affected by and subject to Mainland China’s legal system and laws and
regulations. Since the late 1970’s, Mainland China has been developing rapidly with many
changes made to laws and regulations covering general economic matters or affecting our
business and operations having been promulgated in Mainland China. However, as the
changes to these laws and regulations are relatively new, and due to the limited volume of
published cases and clarification, interpretation of these laws, regulations and their changes
involve uncertainties. In addition, the enforcement of laws may be uncertain, and it may be
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difficult to obtain swift and equitable enforcement, or to obtain enforcement of a judgment by
a court of another jurisdiction. Mainland China’s legal system is based on written statutes and
their interpretation, and prior court decisions may be cited for reference but have limited
weight as precedents. The differences in judgment caused by regional differences may create
additional uncertainty as to the expected outcomes of litigation. In addition, the interpretation
of statutes and regulations may be subject to government policies reflecting domestic political,
economic and social changes.

Governmental control of currency conversion may affect the value of your investment.

The PRC government imposes controls on the convertibility of the RMB into foreign
currencies and, in certain cases, the remittance of currency out of Mainland China. We receive
revenues from our operations in Mainland China in RMB. Shortages in the availability of
foreign currency may restrict the ability of our subsidiaries in Mainland China to remit sufficient
foreign currency to pay dividends or other payments to us, or otherwise satisfy their foreign
currency denominated obligations. Under existing PRC foreign exchange regulations,
payments of current account items, including profit distributions, interest payments and
expenditures from trade-related transactions, can be made in foreign currencies without prior
approval from the PRC State Administration of Foreign Exchange, or SAFE, by complying with
certain procedural requirements. However, approval from appropriate government authorities
is required where RMB is to be converted into foreign currency and remitted out of Mainland
China to pay capital expenses such as the repayment of loans denominated in foreign
currencies.

The PRC government may also, at its discretion, restrict access in the future to foreign
currencies for current account transactions. If the foreign exchange control system prevents
us from obtaining sufficient foreign currency to satisfy our currency demands, we may not be
able to pay dividends in foreign currencies to our shareholders, including holders of our
Shares.

RISKS RELATING TO THE GLOBAL OFFERING

You may experience difficulties in effecting service of legal process, enforcing foreign
judgments or bringing actions against us or our management and the laws of Bermuda
relating to the protection of the interests of minority shareholders may be different from
those in Hong Kong.

We are a company incorporated under the laws of Bermuda. During the Track Record
Period, a majority of our businesses, assets and operations were located in Hong Kong. All of
our Directors and executive officers reside in Hong Kong. Recognition and enforcement in
Hong Kong, Macau or Mainland China of judgments of a court in the United States, the United
Kingdom and such other jurisdictions in relation to any matter not subject to binding arbitration
awards may be difficult or impossible.
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Although we will be subject to and governed by the Listing Rules and the Takeovers Code
upon the Listing, our Shareholders will not be able to bring actions on the basis of violations
of the Listing Rules, which do not have the force of law in Hong Kong, and must rely on the
Stock Exchange to enforce its rules. Moreover, the Takeovers Code also does not have the
force of law in Hong Kong and provides only standards of commercial conduct considered
acceptable for takeover and merger transactions and share purchases in Hong Kong.

In addition, since we are incorporated under the laws of Bermuda and our corporate
affairs are governed by the laws of Bermuda, it may not be possible for you to bring an action
against us or against our Directors or officers based on laws in Hong Kong, Macau or Mainland
China in the event that you believe that your rights as a shareholder have been infringed. Our
corporate affairs are governed by our Memorandum of Association and Bye-laws and by the
Bermuda Companies Act and common law of Bermuda. The laws of Bermuda relating to the
protection of the interests of minority shareholders may differ in some respects from those
established under statutes or judicial precedent in existence in Hong Kong. This may mean
that the remedies available to our Company’s minority shareholders may be different from
those they would have under Hong Kong laws or the laws of other jurisdictions. A summary of
Bermuda companies law is set out in Appendix Il to this prospectus.

There has been no prior public market for our Shares and an active trading market for
our Shares may not develop or be sustained.

Prior to the Global Offering, no public market for our Shares existed. Following the
completion of the Global Offering, the Stock Exchange will be the only market on which the
Shares are publicly traded. We cannot assure you that an active trading market for our Shares
will develop or be sustained after the Global Offering. In addition, we cannot assure you that
our Shares will trade in the public market subsequent to the Global Offering at or above the
Offer Price. The Offer Price may not be indicative of the market price of the Shares following
the completion of the Global Offering. If an active trading market for our Shares does not
develop or is not sustained after the Global Offering, the market price and liquidity of Shares
could be materially and adversely affected.

The trading price of our Shares may be volatile, which could result in substantial losses
to you.

The trading price of our Shares may be volatile and could fluctuate widely in response to
factors beyond our control, including general market conditions of the securities markets in
Hong Kong, Mainland China, the United States and elsewhere in the world. In particular, the
trading price performance of other companies in similar business may affect the trading price
of our Shares. These broad market and industry factors may significantly affect the market
price and volatility of our Shares, regardless of our actual operating performance.
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In addition to market and industry factors, the price and trading volume of our Shares may
be highly volatile for specific business reasons. In particular, factors such as variations in our
revenue, net income and cash flow could cause the market price of our Shares to change
substantially. Any of these factors may result in large and sudden changes in the volume and
trading price of our Shares.

The sale or availability for sale of substantial amounts of our Shares could adversely
affect their trading price.

Sales of substantial amounts of our Shares in the public market after the completion of
the Global Offering, or the perception that these sales could occur, could adversely affect the
market price of our Shares and could materially impair our future ability to raise capital through
offerings of our Shares.

The Shares owned by our Controlling Shareholders are subject to certain lock-up periods.
There can be no assurance that they will not dispose of these Shares following the expiration
of the lock-up periods, or any Shares they may come to own in the future. We cannot predict
what effect, if any, significant future sale will have on the market price of our Shares.

Because the Offer Price of our Shares is higher than our net tangible book value per
Share, purchasers of our Shares in the Global Offering will experience immediate
dilution.

If you purchase our Shares in the Global Offering, you will pay more for your Shares than
our net tangible asset value on a per Share basis. As a result, investors of our Shares in the
Global Offering will experience an immediate dilution in the net tangible asset value and our
existing Shareholders will receive an increase in the pro forma adjusted consolidated net
tangible asset value per Share of their Shares. In addition, holders of our Shares may
experience a further dilution of their interest if the Sole Global Coordinator (on behalf of the
International Underwriters) exercise the Over-allotment Option or if we obtain additional
capital in the future through equity offerings.

We have adopted the Share Option Scheme, details of which are set out in the
sub-section “D. Share Option Scheme” in Appendix IV to this prospectus. Issuance of Shares
pursuant to the exercise of the options granted or to be granted under the Share Option
Scheme will result in an increase in the number of Shares in issue after the issuance and
thereby will cause dilution to the percentage of ownership of the existing Shareholders and the
earnings per Share, and may cause dilution to the net asset per Share.
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You should not place undue reliance on facts, forecasts and other statistics in this
prospectus relating to the economy and our industry obtained from official resources.

Facts, forecasts and other statistics in this prospectus relating to the economy and the
industries on an international, regional and specific country basis have been collected from
materials from official government sources. While we have exercised reasonable care in
compiling and reproducing such information and statistics derived from government
publications, we cannot assure you nor make any representation as to the accuracy or
completeness of such information. Neither we, the Sole Global Coordinator, the Sole Sponsor,
the Underwriters nor any of our/their respective affiliates or advisers, have independently
verified the accuracy or completeness of such information directly or indirectly derived from
official government sources. In particular, due to possibly flawed or ineffective collection
methods or discrepancies between published information and market practice, such
information and statistics may be inaccurate or may not be comparable to information and
statistics produced with respect to other countries. Statistics, industrial data and other
information relating to the economy and the industry derived from the official government
sources used in this prospectus may not be consistent with other information available from
other sources and therefore, investors should not unduly rely upon such facts, forecasts and
statistics while making investment decisions.

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

This prospectus contains certain statements that are “forward-looking” and uses
forward-looking terminology such as “anticipate”, “estimate”, “believe”, “expect”, “may”, “plan”,
“consider”, “ought to”, “should”, “would”, and “will”. Those statements include, among other
things, the discussion of our growth strategy and the expectations of our future operations,

liquidity and capital resources.

Purchasers of our Offer Shares are cautioned that reliance on any forward-looking
statement involves risks and uncertainties and that, any or all of those assumptions could
prove to be inaccurate and as a result, the forward-looking statements based on those
assumptions could also be incorrect. The uncertainties in this regard include those identified
in the risk factors discussed above. In light of these and other uncertainties, the inclusion of
forward looking statements in this prospectus should not be regarded as representations or
warranties by us that our Company’s plans and objectives will be achieved and these
forward-looking statements should be considered in light of various important factors,
including those set forth in this section. We do not intend to update these forward-looking
statements unless required by our ongoing disclosure obligations pursuant to the Listing Rules
or other requirements of the Stock Exchange. Investors should not place undue reliance on
such forward-looking information.
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You should read the entire prospectus carefully, and we strongly caution you not to
place any reliance on any information contained in press articles or other media
regarding us or the Global Offering.

We strongly caution you not to place any reliance on any information contained in press
articles or other media regarding us or the Global Offering. There may be press and media
coverage regarding us and the Global Offering, which included certain financial information,
financial projections, valuations, capital expenditure and other information about us that do not
appear in this prospectus. We have not authorised the disclosure of any such information in
the press or media. We do not accept any responsibility for any such information and such
information was not sourced from or authorised by our Directors or our management. We make
no representation as to the appropriateness, accuracy, completeness or reliability of any such
information included in or referred to by the press or other media, nor the fairness or
appropriateness of any forecasts, views or opinions expressed by the press or other media
regarding us or the Global Offering. You should not rely on any such information, particularly
to the extent that any such information is inconsistent or conflicts with the information
contained in this prospectus. Accordingly, you are cautioned that, in making your decision
about whether to purchase our Shares, you should rely only on the financial, operational and
other information included in this prospectus and the Application Forms.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding-Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
and the Listing Rules for the purpose of giving information to the public with regard to our
Group. Our Directors, having made all reasonable enquiries, confirm that to the best of their
knowledge and belief the information contained in this prospectus is accurate and complete in
all material respects and not misleading or deceptive, and there are no other matters the
omission of which would make any statement herein or this prospectus misleading.

PROSPECTUS ISSUED IN CONNECTION WITH HONG KONG PUBLIC OFFER ONLY

This prospectus is published solely in connection with the Hong Kong Public Offer, which
forms part of the Global Offering.

The Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and
conditions set out herein and therein. No person has been authorised to give any information
or make any representations other than those contained in this prospectus and the Application
Forms and, if given or made, such information or representations must not be relied on as
having been authorised by us, the Sole Sponsor, the Sole Global Coordinator, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters, any of their respective directors,
agents, employees or advisors or any other party involved in the Global Offering. Neither the
delivery of this prospectus nor any offering, sale or delivery made in connection with the
Shares shall, under any circumstances, constitute a representation that there has been no
change or development reasonably likely to involve a change in our affairs since the date of
this prospectus or imply that the information in this prospectus is correct as at any subsequent
time.

INFORMATION ON THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in
“Structure of the Global Offering”, and the procedures for applying for the Hong Kong Offer
Shares are set out in “How to Apply for the Hong Kong Offer Shares” and on the relevant
Application Forms.

UNDERWRITING
This prospectus is published solely in connection with the Hong Kong Public Offer, which

forms part of the Global Offering. For applicants in the Hong Kong Public Offer, this prospectus
and the Application Forms set out the terms and conditions of the Hong Kong Public Offer.
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The listing of the Offer Shares on the Stock Exchange is sponsored by the Sole Sponsor.
The Hong Kong Public Offer is fully underwritten by the Hong Kong Underwriters pursuant to
the Hong Kong Underwriting Agreement. The International Underwriting Agreement relating to
the International Placing is expected to be entered into on or around the International
Underwriting Agreement Date. The Global Offering is managed by the Sole Global Coordinator.

RESTRICTIONS ON OFFER AND SALE OF SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offer will
be required to confirm, and is deemed by his acquisition of Hong Kong Offer Shares to have
confirmed, that he is aware of the restrictions on offers of the Offer Shares described in this
prospectus and that he is not acquiring, and has not been offered, any Offer Shares in
circumstances that contravene any such restrictions.

No action has been taken to permit an offering of the Hong Kong Offer Shares or the
distribution of this prospectus in any jurisdiction other than Hong Kong. Accordingly, without
limitation to the following, this prospectus may not be used for the purpose of, and does not
constitute, an offer or invitation in any jurisdiction or in any circumstances in which such an
offer or invitation is not authorised or to any person to whom it is unlawful to make such an
offer or invitation. The distribution of this prospectus and the offering of the Offer Shares in
other jurisdictions are subject to restrictions and may not be made except as permitted under
the securities laws of such jurisdiction pursuant to registration with or an authorisation by the
relevant securities regulatory authorities or an exemption therefrom. In particular, the Offer
Shares have not been publicly offered and sold, and will not be offered or sold, directly or
indirectly in Mainland China or the United States.

ELIGIBILITY FOR CCASS

If the Stock Exchange grants the listing of, and permission to deal in, our Shares on the
Stock Exchange and we comply with the stock admission requirements of HKSCC, our Shares
will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in
CCASS with effect from the Listing Date or any other date as determined by HKSCC.

Settlement of transactions between participants of the Stock Exchange is required to take
place in CCASS on the second business day after any trading day. You should seek the advice
of your stockbroker or other professional advisor for details of those settlement arrangements
as such arrangements will affect your rights and interests.

All necessary arrangements have been made for the Shares to be admitted into CCASS.

All activities under CCASS are subject to the general rules of CCASS and CCASS
operational procedures in effect from time to time.
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APPLICATION FOR LISTING ON THE STOCK EXCHANGE

The Company has applied to the Listing Committee of the Stock Exchange for the
granting of the listing of and permission to deal in the Shares in issue and to be issued
pursuant to the Global Offering (including the additional Shares which may be issued pursuant
to the exercise of the Over-allotment Option).

Except as disclosed, no part of our share or loan capital is listed on or dealt in on any
other stock exchange and no such listing or permission to list is being or proposed to be sought
on the Stock Exchange or any other stock exchange as at the date of this prospectus. All the
Offer Shares will be registered on the Hong Kong Branch Share Registrar of our Company in
order to enable them to be traded on the Stock Exchange.

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

HONG KONG SHARE REGISTER AND THE STAMP DUTY

All Shares issued by us pursuant to applications made in the Hong Kong Public Offer will
be registered on our branch register of members to be maintained in Hong Kong. Our principal
register of members will be maintained by Estera Management (Bermuda) Limited in Bermuda.

Dealings in the Shares registered on our Hong Kong branch register will be subject to
Hong Kong stamp duty.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisors if they are in any doubt as to the taxation implications of subscribing for, purchasing,
holding, disposing of, dealing in or exercising any rights in relation to, the Shares. None of the
Company, the Sole Sponsor, the Sole Global Coordinator, the Sole Bookrunner, the Sole Lead
Manager, the Underwriters, any of their respective directors or any other person or party
involved in the Global Offering accepts responsibility for any tax effects on, or liabilities of, any
person resulting from the subscription for, purchase, holding, disposition of, dealing in, or
exercising any rights in relation to, the Shares.

STABILISATION AND OVER-ALLOTMENT
In connection with the Global Offering, the Stabilising Manager or any person acting for
it, on behalf of the Underwriters, may over-allocate or effect transactions with a view to

supporting the market price of the Shares at a level higher than that which might otherwise
prevail for a limited period after the Listing Date. Such transactions may be effected in
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compliance with all applicable laws and regulatory requirements. However, there is no
obligation on the Stabilising Manager, its affiliates or any person acting for it to do this. Such
stabilisation, if commenced, will be conducted at the absolute discretion of the Stabilising
Manager, its affiliates or any person acting for it and may be discontinued at any time, and
must be brought to an end after a limited period.

In connection with the Global Offering, we intend to grant to the International
Underwriters the Over-allotment Option, which is exercisable in full or in part by the Sole
Global Coordinator (on behalf of the International Underwriters) within 30 days after the last
day for lodging applications under the Hong Kong Public Offer. Pursuant to the Over-allotment
Option, we may be required to issue and allot up to an aggregate of 52,500,000 Shares (in
aggregate representing 15% of the total number of the Shares initially available under the
Global Offering) at the Offer Price to cover over-allocation in the International Placing.

Further details with respect to stabilisation and the Over-allotment Option are set out in
“Structure of the Global Offering — Over-allotment Option” and “Stabilisation”.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The application procedure for the Hong Kong Offer Shares is set out in “How to Apply for
the Hong Kong Offer Shares” and on the relevant Application Forms.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. However, the English names of certain Chinese
names, entities, departments, facilities, certificates, titles, laws, regulations and the like are
unofficial translations of their Chinese names and are included for identification purposes only,
and if there is any inconsistency, the Chinese name prevails in such cases.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations of certain RMB or MOP
amounts into Hong Kong dollars at specified rates. You should not construe these translations
as representations that the RMB or MOP amounts could actually be, or have been, converted
into Hong Kong dollar amounts (as applicable) at the rates indicated or at all. Unless we
indicate otherwise, the translations of RMB amounts into Hong Kong dollars have been made
at the rate of RMB1.00 to HK$1.25, the translations of MOP amounts into Hong Kong Dollars
have been made at the rate of MOP$1.00 to HK$0.97, and the translations of USD amounts
into Hong Kong dollars have been made at the rate of USD1.00 to HK$7.84.
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ROUNDINGS

Amounts and percentage figures, including share ownership, operating and financial data
in this prospectus, may have been subject to rounding adjustments. In this prospectus, where
information is presented in thousands or millions, amounts of less than one thousand or one
million, as the case may be, have been rounded to the nearest hundred or hundred thousand
or the nearest decimal place, respectively, unless otherwise indicated or the context requires
otherwise. Amounts presented as percentages have been rounded to the nearest tenth of a
percent, unless otherwise indicated or the context requires otherwise. Accordingly, totals of
rows or columns of numbers in tables may not be equal to the apparent total of the individual
items.

WEBSITE

The contents of any website mentioned in this prospectus do not form a part of this
prospectus.
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DIRECTORS

Name Address Nationality

Executive Directors

Dr. Poon Lok To Otto (% % +-) G-2/F, Block 3, Villa De Mer Chinese
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Hong Kong
Mr. Cheng Siu Ngai Kevin Flat 15A, Braemar Hill Mansion Chinese
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North Point
Hong Kong
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Taikoo Shing

Hong Kong
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Hong Kong
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For more information on our Directors, see “Directors and Senior Management”.
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Hong Kong
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168-200 Connaught Road
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Elstone Securities Limited
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168-200 Connaught Road
Central, Hong Kong

BOCOM International Securities Limited
9th Floor, Man Yee Building

68 Des Voeux Road Central
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China Tonghai Securities Limited
18/F, China Building

29 Queen’s Road Central

Hong Kong

GLAM Capital Limited
Rooms 908-911

9/F Nan Fung Tower

88 Connaught Road Central
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As to Hong Kong law:
Deacons

5th Floor, Alexandra House
18 Chater Road Central
Hong Kong

As to PRC law:

Jingtian & Gongcheng

34th Floor, Tower 3, China Central Place
77 Jianguo Road

Chaoyang District

Beijing 100025

China
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61 Avenida de Almeida Ribeiro
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INDUSTRY OVERVIEW

The information presented in this section, unless otherwise indicated, is derived
from various official government publications and other publications and from the
market research report prepared by Frost & Sullivan, which was commissioned by us.
We believe that the information has been derived from appropriate sources and we
have taken reasonable care in extracting and reproducing the information. We have
no reason to believe that the information is false or misleading in any material respect
or that any fact has been omitted that would render the information false or
misleading in any material respect. The information has not been independently
verified by us, the Sole Sponsor, the Sole Global Coordinator, the Joint Bookrunners,
the Joint Lead Managers, the Underwriters, or any of our or their respective directors,
officers or representatives or any other person involved in the Global Offering nor is
any representation given as to its accuracy or completeness.

SOURCE OF INFORMATION

We have commissioned Frost & Sullivan, an independent market research and consulting
company, to conduct an analysis and prepare a report on the Hong Kong, Mainland China and
Macau E&M engineering market. The report prepared by Frost & Sullivan is referred to in this
prospectus as the Frost & Sullivan Report. We paid Frost & Sullivan a fee of HK$630,000
which we believe reflects market rates for reports of this type.

Founded in 1961, Frost & Sullivan has 40 offices with more than 2,000 industry
consultants, market research analysts, technology analysts and economists globally. Frost &
Sullivan’s services include technology research, independent market research, economic
research, corporate best practices advising, training, client research, competitive intelligence
and corporate strategy.

We have included certain information from the Frost & Sullivan Report in this prospectus
because we believe this information facilitates an understanding of the Hong Kong, Mainland
China and Macau E&M engineering market for the prospective investors. The Frost & Sullivan
Report includes information on the Hong Kong, Mainland China and Macau E&M engineering
market as well as other economic data, which have been quoted in the prospectus. Frost &
Sullivan’s independent research consists of both primary and secondary research obtained
from various sources in respect of the Hong Kong, Mainland China and Macau E&M
engineering market. Primary research involved in-depth interviews with leading industry
participants and industry experts. Secondary research involved reviewing company reports,
independent research reports and data based on Frost & Sullivan’s own research database.
Projected data were obtained from historical data analysis plotted against macroeconomic
data with reference to specific industry-related factors. Except as otherwise noted, all of the
data and forecasts contained in this section are derived from the Frost & Sullivan Report,
various official government publications and other publications.
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In compiling and preparing the research, Frost & Sullivan assumed that the social,
economic and political environments in the relevant markets are likely to remain stable in the
forecast period, which ensures the stable and healthy development of the Hong Kong,
Mainland China and Macau E&M engineering market. Certain information in the Frost &
Sullivan Report was prepared based on industry data in respect of 2017 as the corresponding
industry data in respect of 2018 was not available as at the Latest Practicable Date.

INTRODUCTION OF E&M ENGINEERING MARKET

Introduction of E&M Engineering

E&M works stands for electrical and mechanical works usually undertaken by contracting
or subcontracting specialists. It is a significant component of the construction supply chain.
E&M design is critical for design decision-making, accurate documentation, performance and
cost-estimating and construction planning. E&M works normally include design and value
engineering, supply and installation, energy audit, testing and commissioning, operation and
maintenance of the building facilities

Classification of E&M Engineering

Building Services

Building services cover the design, supply, installation, testing and commissioning,
operation and maintenance of heating, ventilation and air-conditioning system, fire service
system, plumbing and drainage system and electrical system for general buildings, and
specialised buildings such as data centres, and healthcare facilities, which typically have high
technical specification and requirements.

Environmental Engineering

Environmental engineering encompasses the design, construction, operation and
maintenance of environmental engineering systems and treatment plants for sewage, water,
solid waste, sludge and gas.
Information, Communication and Building Technologies (ICBT)

ICBT refers to the design, hardware and software development, installation and
maintenance of infrastructure communication and security and access system, such as

automatic passenger clearance system with biometric technology and building management,
energy, automation system and extra-low-voltage system.
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Lifts and Escalators

Lifts and escalators generally refers to design, production, sale, installation and
maintenance of lifts, escalators and moving walkways catering for different uses and
requirements, including public transport heavy-duty escalators and large cargo and vehicular
lifts.

Value Chain of the E&M Engineering Market in Hong Kong

The value chain of E&M the engineering market generally consists of three major parties:
clients; contractors; and suppliers. Property owners, developers and government departments
are major clients for construction projects in both government and non-government sectors. As
a common practice in the construction market, contract owners initiate projects and issue work
orders to main contractors by way of tenders. The Group serves as provider of operation and
maintenance services; and/or as supplier of lifts and escalators, and other E&M engineering
products. The Group may be responsible for engineering and procuring the necessary
equipment, parts and materials, and the Group may engage subcontractors to carry out
labour-intensive and certain specialist work. The Group may also be responsible for
supervising, and is liable for, the works of our subcontractors. Other main contractors may also
engage the Group or sub-contractors to carry out specialised works such as building
construction, E&M engineering and fitting-out for better resources management and extended
working capability. In general, E&M works may be carried out in tandem with building
construction and involves quality assurance such as testing of systems and subsequent
maintenance services may often be required. Subject to the requirement and scale of projects,
secondary sub-contractors may also be appointed by sub-contractors. Secondary
sub-contracting is more common when more specialised division of works is required (e.qg.
electrical works for ELV systems under E&M engineering). Both main contractors and
subcontractors will be responsible for procurement of materials and equipment required for the
projects from suppliers.

OVERVIEW OF HONG KONG E&M ENGINEERING MARKET

Market Size

Driven by a sustainable amount of construction activities for infrastructure and building
development, the market size in terms of output value of E&M engineering market in Hong
Kong has seen a steady growth from approximately HK$35.7 billion in 2013 to HK$55.9 billion
in 2018, representing a CAGR of 9.4%. According to Frost & Sullivan, the overall E&M
engineering market is expected to expand in the next five years at a CAGR of 7.6%, reaching
HK$80.4 billion by 2023.
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Market Size In Terms of Output Value of E&M Engineering Market in Hong Kong, 2013-2023E
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Market Drivers and Trends

Strong public investment in infrastructure development — The Hong Kong
government has been increasing public expenditures on infrastructures for years. The E&M
engineering service market has been strongly driven by the continuing effort of the Hong Kong
government to invest in infrastructure in recent years. According to the 2018/19 Hong Kong
Budget, the annual public expenditures on infrastructures is expected to exceed HK$100.0
billion in the next few years as the Capital Works Reserve Fund would increase to HK$104
billion in 2018 and to HK$130.8 billion in 2021. The rising infrastructure investment will be
driving a number of new and existing infrastructure and property development projects
including the third airport runway, Kai Tak Sports Park and Rail Gen 2.0. With the expansion
of infrastructure facilities, the demand for building services would grow accordingly. These
large developments are providing a huge growth potential for the E&M engineering service
market in Hong Kong in the coming years.

Integrated building management systems — It is a rising trend that various areas of the
building infrastructures and facilities are integrated to enable significant savings on
installation, operating, enhancements and maintenance costs across different buildings,
namely residential flats, hotels, shopping malls and offices. Advanced technologies are
combined with a comprehensive service portfolio, which ensures high system availability and
reliability, and facilitates seamless system upgrades and expansions — for better user
experience and higher operational efficiency. This creates new opportunities for the integrated
building management solutions providers with a focus on automation solutions to play a more
important role in design, engineering, project management and implementation of solutions in
the fields of energy efficiency, security, and guest comfort and cost management.
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Impetus from the expansion of data centre — Growing broadband penetration,
increasing internet speed and growth in data consumption from emerging industry segments,
namely digital media and e-commerce, in the region have underlined the growth potential of
data centres in Hong Kong. Data centres are used to remotely store large amounts of data,
manage business applications and host cloud computing operations. Relocation to centralised
data centres that allows for consolidation of resources, simplified disaster recovery and
centralised management has been a significant trend. The growth of data centres in Hong
Kong has also been driven by the Chinese technology companies, namely Tencent Holdings,
Baidu and Alibaba Group Holding, who are rapidly expanding their data centres to Hong Kong.
The information technology, cloud services, media content and telecommunications sectors
continue to be the main catalysts of the market while the financial services industry represents
the largest customer base of data centres. The number of data centres in Hong Kong is on the
rise, thus giving a rise to the building services.

Reshaping infrastructure of building facilities — The advanced technology solutions
are reshaping the infrastructure of the building facilities. To enhance user experience and gain
greater customer loyalty, an increasing number of property managers are placing greater
emphasis on the surveillance technology and video analytics, thus creating a stronger demand
for infrastructure communication, security and access systems with automated solutions. The
applications of fingerprint biometric technology offer a higher level of security for physical
access. For example, cameras with face recognition technology are installed to detect human
faces captured in live video streams and the images are used to identify individuals in the
databases of blacklisted persons by security staff. The lifts and escalators also witness a trend
of more stringent requirement on safety and services such as design, installation and
maintenance of lift and escalators. Concurrently, EMSD has also launched a quarterly
contractor’s performance rating scheme for registered lift contractors in respect to safety
performance and services quality performance. Contractors with non-compliance in safety will
be served with warning letter.

Market Challenges

Labour shortage — With the robust growth of construction activities in Hong Kong, the
demand for labour force in the construction industry has been increasing. However, the
industry has been facing serious problems of insufficient experienced and skilled labour due
to aging population and the restriction of migrant labour in Hong Kong. Thus, labour shortage
is one of the most common challenges faced by most E&M contractors in Hong Kong. Many
contractors have been increasing the wages of construction workers to alleviate the issue of
insufficient workers at construction sites which exerts extra pressure on the project cost.

Number of Workers and Average Wages
The number of workers engaged in the E&M engineering services industry in Hong Kong

increased from 63,200 in 2013 to 72,800 in 2018 at a CAGR of 2.9%. However, with the fast
growth of the market, there is still shortage of manpower in the E&M engineering services
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industry in Hong Kong. The average annual wages of workers in the E&M engineering services
industry in Hong Kong grew from HK$248,900 in 2013 to HK$316,800 in 2018, indicating a
CAGR of 4.9%.

OVERVIEW OF MAINLAND CHINA E&M ENGINEERING MARKET
Market Size

The estimated market size in terms of output value of the E&M engineering market in
Mainland China increased from RMB1,003.5 billion in 2013 to RMB1,452.7 billion in 2018,
representing a CAGR of 7.7%, driven by the development of property market, modernisation
and upgrading of the transport systems. Given the accelerated urbanisation and supportive
government policies in construction, demand for E&M engineering is expected to grow
accordingly. According to Frost & Sullivan, it is expected that the market size of the E&M
engineering market in Mainland China will reach RMB2,045.5 billion in 2023, growing at a
CAGR of 7.6% from 2019 to 2023.

Market Size In Terms of Output Value of E&M Engineering Market in Mainland China, 2013-2023E
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Market Drivers and Trends

Accelerated urbanisation — With the continuing economic growth, Mainland China has
experienced rapid urbanisation and industrialisation. Mainland China’s urban population
increased from 731.1 million in 2013 to 836.3 million in 2018, with a CAGR of 2.7%. During the
same period, the urbanisation rate in Mainland China increased by 5.9%, from 54.0% in 2013
to 59.9% in 2018. Accelerated urbanisation poses an important population challenge to urban
planning, especially in the need for infrastructure development and housing. The rising urban
population requires the support of better infrastructure construction, which consists of reliable
roads and rail, electricity, and telecommunications. In particular, the National New
Urbanisation Plan (2014-2020) has pointed out that the government will focus on the
renovation project of shanty towns, city villages and dilapidated buildings where about 100
million people live. This is expected to bring substantial demand for the construction industry.



INDUSTRY OVERVIEW

Among the infrastructure development projects, the public transport network is being
prioritised to meet the demand due to growing urban population and economic development.
According to Frost & Sullivan, the E&M industry in Mainland China is likely to benefit from this
growth.

One Belt One Road initiatives — The “Belt and Road Initiative” promotes regional and
cross-continental connectivity between China and Eurasia. The implementation of the “Belt
and Road Initiative”, highlights five major areas, including policy coordination, infrastructure
construction (including railways and highways), free trade, financial integration and
people-to-people ties. Among these, infrastructure construction is the dominant feature of the
initiatives, which in turn increases the investment in transport, as well as the associated
energy, power and industrial infrastructure required to strengthen trade links. The US$40
billion Silk Road Fund has been established to finance the Belt and Road Initiative. It will invest
mainly in infrastructure and resources, as well as in industrial and financial co-operation. In the
meantime, over 10 provinces, regions and municipalities in China are also expected to benefit
from the development of the “Belt and Road Initiative,” especially the western region of China
including Chonggqing, Sichuan, Guizhou, Yunnan, Xinjiang, Inner Mongolia, Shaanxi, Gansu,
Ningxia, where infrastructure and building construction has been undergoing rapid growth.
According to Frost & Sullivan, the implementation of the “Belt and Road Initiative” is expected
to present future growth opportunities for the construction industry in Mainland China.

Expansion of Hong Kong-based property developers in Mainland China — Following
the economic growth and the implementation of expansionary fiscal policies, supportive
policies have been launched to foster the sustainable development of the property sector in
Mainland China. Such measures effectively unleashed the demand for buildings and spurred
the needs for construction works. Leading Hong Kong-based property developers are
expanding their business portfolio. This has prompted leading Hong Kong-based property
developers and engineering companies to expand their business into Mainland China to tap
the markets’ vast growth potential by leveraging their established track records and project
execution capabilities. In addition, the Hong Kong-based players have contributed to the
upgrading of industry practice through the quality and reliability of works, and adherence to
regulatory and industry standards.

Upgrading of industry standards in Mainland China — Driven by the rapid economic
growth, the development of the construction sector in Mainland China has outpaced the
regulatory framework and industry standard, highlighting the concerns over safety and quality
of buildings. As set out in “Project Quality Management Two-Year Action Plan” ({ L#E &if
MW FEITE %)), the government have been taking actions to crack down on illegal
subcontracting, enhance the mechanism for supervision, promote the modernisation of the
construction industry, and elevate the quality of professionals in construction industry. In
particular, the market sees a rising need for project management expertise and quality control,
project coordination and planning, quality assurance, system testing and commissioning. The
upgrading of industry standards is a rising trend in construction market, including E&M
engineering.
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Market Challenges

Stricter management and regulation — The ratio of lending to gross domestic product
has been increasing. The Mainland China government may take actions to lower the debt level.
The government may take serious actions to regulate loans and assess the on-going projects,
such as construction of buildings and upgrading of transport infrastructure, and evaluate the
necessity of loans. Centralised management and evaluation of projects have been taken to
optimise the allocation of resources. Stricter management and regulation might slow down the
development of the construction industry, including E&M engineering.

Number of Workers and Average Wages

The number of workers engaged in construction works in Mainland China decreased from
29.2 million in 2013 to 26.4 million in 2017. The decline in number of workers over the years
demonstrates the industry transformation, which shifts the focus to skilled labour and
professionals. The average annual wages of workers in construction industry in Mainland
China grew from RMB42,072 in 2013 to RMB60,501 in 2018, indicating a CAGR of 7.5%.

Market Landscape of the Lifts and Escalators Market in Mainland China

Driven by the continued urbanisation and construction of buildings, the market size in
terms of output value of the lifts and escalators market in Mainland China had seen rapid
growth from approximately RMB111.5 billion in 2013 to RMB173.4 billion in 2018, at a CAGR
of 9.2%. Given the redevelopment and upgrade of building facilities for existing buildings, such
growth momentum is expected to be sustained in the next five years. The market size in terms
of output value of the lifts and escalators market in Mainland China is forecasted to reach
RMB255.7 billion in 2023 from RMB187.3 billion in 2019, at a CAGR of 8.1%.

Overall, the lifts and escalators market in Mainland China is fragmented and competitive
with a large number of solutions providers who engage in design, manufacturing, installation
and maintenance. Mainland China has become the world’s largest lifts and escalators market
in terms of output value, and it is the world’s lifts and escalators manufacturing center. Annual
production of lifts and escalators is forecasted to increase from approximately 786,400 in 2019
to 1,020,300 in 2023, at a CAGR of 6.7%. Major global brands have established sole
proprietorships or joint ventures in Mainland China.

Leveraging on the competitive advantage of abundant capital, stable customer base and
economies of scale, the large-scale manufacturers have established strong production
capability, which has thereby enabled them to develop comprehensive product portfolios,
extensive distribution networks and maintenance outlets. Riding on the expedited
urbanisation, aging population, fast-growing urban railway systems, gradual enforcement of lift
installation policies as well as increasing needs for ongoing maintenance and upgrading of lifts
and escalators in Mainland China, the lifts and escalators market in Mainland China is
expected to grow in the future.
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Key entry barriers of the lifts and escalators industry in Mainland China include
economies of scale, financial capability and industry expertise. Existing market participants in
the lifts and escalators industry in Mainland China enjoy economies of scale, thus ensuring
better cost controls and effective resource deployment. Without economies of scale in
operation, the new entrants do not have sufficient bargaining power to obtain favorable terms
for procurement from suppliers and resources for research and development. The lack of
sufficient capital hinders the development of the lifts and escalators industry in Mainland
China. Lifts and escalators manufacturers generally have strong financial capability to set up
and run production facilities. Extensive experience combined with in-depth industry knowledge
and expertise is a strong indicator for evaluating lifts and escalators companies. Being
recognized and having a good reputation allow the companies to win trust of customers and
other industry stakeholders, more importantly increasing the possibilities of obtaining projects
or securing contracts.

OVERVIEW OF MACAU E&M ENGINEERING MARKET
Market Size

The market size of E&M engineering services by output value in Macau witnessed a
significant growth from approximately MOP5.6 billion in 2013 to MOP11.9 billion in 2018,
representing a CAGR of 16.3%. The growth was primarily driven by the commencement of key
hotels development projects in Macau with substantial demand for installation of E&M systems
in buildings while the decline in 2016 was resulted from slowdown of the growth in construction
market in Macau. According to Frost & Sullivan, the output value of E&M engineering service
in Macau is expected to increase at a CAGR of 9.3% during 2019 to 2023, reaching MOP18.1
billion by 2023.

Market Size In Terms of Output value of E&M Engineering Market in Macau, 2013-2023E
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Market Drivers and Trends

Planned land reclamation and urban development — Increasing demand for E&M
engineering services in Macau is mainly driven by the urban development with new building
construction. The Macau New Urban Zone, which involved approximately 2.8 square mile land
reclamation plan and spanning five areas of reclaimed land situated in the Macau peninsula’s
northeast, south of Avenida Sun Yat Sen (NAPE) and North of Taipa island, is expected to
increase the land supply in Macau by 12% and supply over 50,000 housing units. Furthermore,
according to Policy Address 2017, Lands, Public Works and Transport Bureau (DSSOPT) and
the Housing Bureau (IH), the government is planning to supply an additional 40,600 public
housing units while the total supply is anticipated to reach approximately 50,000 units by 2026
in order to address the high demand for public housing units including subsidised
home-ownership scheme (HOS) flats and social rental housing units. More E&M engineering
works, such as building services, would be performed for building construction, as a result of
rising housing supply. In its Policy Address 2018, the Macau Government has planned to utilise
land with gross floor area of more than 470,000 square metres for public housing, and will
proceed with the zoning plan for a new urban zone area in Macau, namely the New Urban Zone
Area A. According to Frost & Sullivan, development projects for other public facilities such as
healthcare facilities, new Macau Central Library and Corpo de Bombeiros Headquarters and
Coloane Mobile Station (71 B Js #4358 % % 3R 17 #) U4 ) are expected to commence and contribute to
the growth of E&M engineering service market.

Expansion of tourism and gaming sector — As specified in the “13th Five Year Plan”
promulgated by Mainland China government in 2016, Macau is positioned as “World Centre of
Tourism and Leisure”. In addition, the expansion of the tourism sector in Macau is featured in
the Policy Address 2017 and various initiatives had been taken. According to Macau
Department of Statistics, visitor arrivals in Macau have witnessed a growth from 29.3 million
in 2013 to 35.8 million in 2018. Furthermore, the number of casinos also increased from 35 in
2012 to 40 in 2017, including sizable hotel and casino projects such as The Parisian Macao,
Wynn Palace Cotai Macau and Studio City. According to Frost & Sullivan, key casino projects
in the pipeline, such as The Londonder Macao, Studio City Macau Phase 2 and Wynn Palace
Phase 2, are expected to be the key driver to the construction and E&M engineering services
market in Macau. In order to provide better customer service and experience, hotels and
casinos are increasing their investments in the design and installation of building facilities,
which has created a strong demand for E&M engineering services.

Renovation, maintenance and upgrade of building systems — Over the last decade,
the Macau E&M engineering market has been primarily driven by the increasing demand from
the expanding gaming and tourism sector. A number of sizable casinos and hotels had been
completed and established for a certain period of time and require regular inspection,
maintenance, renovation and upgrade. Specifically, building management and E&M systems
such as electricity, wiring and surveillance system are of vital importance to support normal
business activities and operation. According to Frost & Sullivan, growing awareness and
emphasis towards the upgrade of building infrastructure including E&M systems is expected in
light of the negative impact on power and electricity systems bought by Typhoon Hato in 2017,
which resulted in huge economic loss.
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Cross-border development — The implementation of “Guangdong-Hong Kong-Macau
Greater Bay Area” strategy is expected to create opportunities for the E&M engineering
services providers in Macau. The strategy is set to connect 11 cities with an aggregate
population of 100 million, contributing USD1.3 trillion of GDP. Commercial activities between
these cities are expected to become more frequent under the strategy. Thus, the
corresponding infrastructure, building systems and related E&M engineering services are
therefore in need to support such development.

Market Challenges

Rising raw material and labour cost — Raw materials and labour cost have been
increasing in Macau during 2013 to 2018. As E&M engineering industry is labour-intensive,
shortage of labour supply in Macau has drastically raised the labour wages. It is expected that
increased cost for E&M engineering may be passed onto the customers in the project fees.

Over-reliance on gambling sector — The E&M engineering industry is highly dependent
on the development of the gambling sector and government policies, especially in land supply
and planning. The demand for E&M engineering is also driven by the strategy and planning of
the casinos and hotels operators in Macau. The speed of development and refurbishment of
the casinos and hotels facilities may be an indicator of the growing needs for E&M engineering
services.

Market Overview of the Environmental Engineering Market
Hong Kong

The output value of the environmental engineering market in Hong Kong increased from
HK$6.3 billion in 2013 to HK$9.9 billion in 2018, at a CAGR of 9.5%. Faced with the rising
awareness and requirements for environmental protection, it is increasingly essential that
engineering systems and treatment plants for sewage, water, solid waste, sludge and gas are
designed and constructed to meet the growing demand. The demand for environmental
engineering services is forecasted to experience rapid growth and reach HK$14.5 billion in
2023, representing a CAGR of 8.1% from 2019 to 2023.

Environmental engineering industry essentially concerns the engineering activities of
environmental resources management which includes recycling, reprocessing, water and
sewage treatment, soil and air testing. With the robust economic development in Hong Kong
in the past century, there is a growing importance of environmental engineering activities to
enable a sustainment development in Hong Kong. The on-going awareness of environmental
protection leads to an increasing demand for environmental engineering services and provides
a strong growth momentum to the environment engineering industry.
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As the environmental engineering industry covers a wide range of application fields like
environmental chemistry, water treatment, waste management, and process engineering and
encompasses almost all engineering activities from civil engineering to chemical engineering,
it is expected that in the coming future, contractors with the ability to offer multi-disciplinary
engineering services are going to gain a competitive edge in Hong Kong when tendering for
environmental engineering or civil work projects.

Mainland China

The environmental engineering market in Mainland China experienced a rapid growth due
to continued capital investment and increasing public and government concerns about
environmental protection.

Fixed asset investment is one of the indicators of economic developments of a country.
The importance of fixed asset investment in Mainland China has risen in recent years to serve
the function of stimulating the economy. Total investment in fixed assets in construction
projects in relation to management of water conservancy and environmental facilities
increased from RMB3,075.3 billion in 2013 to RMB6,810.1 billion in 2017, representing a
CAGR of 22.0%. Meanwhile, total investment in fixed assets in construction projects in relation
to environmental management experienced growth of CAGR 29.5% from 2013 to 2017. The
increase in fixed asset investment has been increasing the number of treatment plants for
sewage, water, solid waste, sludge and gas, thus promoting the growth of environmental
engineering in Mainland China.

The environmental engineering works offered in Mainland China mainly involve the
design and construction of environmental engineering treatment facilities, and the operation of
treatment facilities. Other service areas include research and development of environmental
technologies, environmental monitoring, and environmental consultancy services. Solid waste
management is one of the key focuses in Mainland China, covering the integrated
development and utilisation of intergrown and associated ores in the mining process; solid
waste, wastewater, waste gases, residual heat and residual pressure generated in the
production processes; and the recovery, utilisation and renewal of various kinds of waste
resources generated in the course of production and consumption.

Market Overview of Data Centre Service
Hong Kong

The overall information technology solutions industry in Hong Kong has enjoyed
continuous growth from business transformation, such as proliferation of cloud computing and

rising infrastructure requirements, and sustained rise in research and development
expenditure.
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The rising trends in the business sector include transition to complex hybrid technology
landscape and application of data analytics. The internet had become an important means of
communication in large and medium enterprises, with the penetration rate of 100% and 99%
respectively. Cloud computing service is the delivery of computing resources (hardware and
software) by a party (the service provider) over the internet to a user. Around 72% of the
enterprises in Hong Kong used cloud computing services in 2017. The proportion of
enterprises using cloud computing services in the information and communications sector
amounted to 94% in 2017. In 2017, the research and development expenditure in Hong Kong
amounted to HK$19.7 billion, up from HK$18.3 billion in 2016. Benefited from innovation, the
use of computer software application / systems in electronic payment system, customer
relationship management and enterprise resource planning is expected to rise in the future. As
information technology solutions are playing a facilitating role in business transformation, the
needs for network infrastructure, cyber security and cloud would increase accordingly.

The recent development of cloud computing technology and data analytics has
popularised cloud-based services. It has resulted in a rising demand for refined computing
system from both the public and private sectors. According to the Hong Kong Census and
Statistics Department, the total number of establishments using cloud-based services reached
240,000 in 2017, which experienced a 60% growth from 2015. Clients are shifting the focus
from traditional on-premise and enterprise-class infrastructure solutions to cloud solutions.
The deployment of multi-cloud solutions has increased demand for private clouds, networking,
data storage and virtualisation, as well as public-cloud integration, which has in turn increased
the demand for data centers. As Hong Kong will continue to expedite the business innovation
and transformation of technology, it is estimated that the demand for data centres would
continue to grow in the future.

China

The number of internet users exceeded 828 million individuals in 2017, around 58.3% of
the entire population in China. It is expected to continue to expand at a CAGR of approximately
6.6% between 2019 and 2023 as the use of internet is becoming more common due to the wide
uptake of smartphones. It is expected that around 67.3% of Mainland China will have access
to internet in 2020 as IT infrastructure improves in the future. Mobile devices are one the most
common medium Chinese users use to access the internet. A CAGR of approximately 9.5%
was recorded between 2013 and 2018 in the number of mobile device users in Mainland China,
but the growth rate is expected to slow down and the mobile devices market in Mainland China
is becoming saturated with the use of mobile devices, in particular smartphones, are becoming
increasingly common among Chinese individuals. The CAGR of mobile internet users is
expected to slow down to approximately 7.6% between 2019 and 2023.

The development of data centres services in Mainland China has been benefiting from the

supportive government policies in IT development, huge private sector investment and rising
emphasis on innovation, and accelerated urbanization.
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Policy support is one of the most important factors for the rapid development of IT
solutions industry in Mainland China. According to the Ministry of Science and Technology, the
PRC will increase its annual per capita spending on research and development to RMB500,000
by 2020, up from RMB370,000 in 2014. The new plan stresses the need for the financial sector
to support the deepening of reform, promote the innovative development of inclusive finance,
while striking an appropriate balance between development and security. Such policy support
from government encourages the sustainable development of the IT industry in Mainland
China in the next few years. Moreover, the country continues to push for innovation-driven
development. According to National Bureau of Statistics, research and development spending
in Mainland China rose 11.6% year-on-year to RMB1.75 trillion in 2017, one percentage point
higher than in 2016. The supportive government policies and rise in research and development
spending is expected to boost scientific and technological innovation in Mainland China,
thereby benefiting the emerging technologies and development of information technology
solutions, including data centres. The demand for design and construction of data centres is
expected to grow accordingly.

Apart from strong government backing, huge private sector investment and rising
emphasis on innovation are also important factors promoting the development of information
technology solution industry in the PRC. The development of the information technology
industry is driven by business expansion and innovation. The market saw strong growth in
data-intensive computing that includes artificial intelligence (Al), the internet of things (loT),
virtual reality (VR), online-to-offline (O20) services, smart cars and online payments. In order
to support these new business innovations, Mainland China is scaling up its information
technology infrastructure and technical expertise through cloud technology. Organisations in
Mainland China are adopting cloud services such as content delivery networks, server load
balancers, object storage services and database management tools to power their businesses.
The growth, investment and adoption of the cloud in Mainland China are growing rapidly, which
in turn expedite the development of data centres in Mainland China.

With continuous economic growth, Mainland China has experienced rapid urbanisation
and industrialisation. According to the National Bureau of Statistics of China, Mainland China’s
urban population increased from 731.1 million in 2013 to 836.3 million in 2018, with a CAGR
of 2.7%. During the same period, the urbanisation rate in Mainland China increased by 5.9%,
from 54.0% in 2013 to 59.9% in 2018. The accelerated urbanisation and industrialisation
requires the delivery of new products and services to market in shortened time frames.
Business transformation, such as the proliferation and adoption of the cloud, is increasingly
seen in the Mainland China market. Together with the rising disposable income and continuous
business expansion, the need for information technology solutions and data centres is on the
rise.
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Southeast Asia

The internet user base of Southeast Asia has been surging over the past two years.
According to reports by Google, the number of monthly active internet users has reached 350
million at the end of 2018, representing a growth of 90 million new users compared to 2015 and
thus Southeast Asia has become the third-largest market globally in terms of internet users in
2018. Moreover, consumers in the region have been spending more time on mobile internet
than any other market. On average, consumers in Southeast Asia spend 3.6 hours per day on
the mobile internet in 2018 whereas consumers the US spend an average of 2.0 hours per day
on the mobile internet. E-commerce in Southeast Asia is also experiencing robust growth.
According to Frost & Sullivan, the total expenditure on online retail platforms in Southeast Asia
is expected to increase from approximately US$10 billion in 2018 to over US$55 billion in
2023.

The data centre services market in Southeast Asia is currently witnessing a growth
momentum, primarily due to the supportive government policies, improved infrastructure and
network capabilities, and changing attitudes of local enterprises.

Active government initiatives are acting as the driving force to the development of data
services in Southeast Asia. In particular, Malaysia is pitching Iskandar Malaysia (in Johor
Bahru) as the next data centre hub. Entry Point Project (EPP3) was launched to establish
Malaysia as a world-class data centre hub by 2020. The primary goal of Entry Point Project is
to promote Malaysia as a regional data centre hub to attract investments in the industry. Under
EPP3, the development of data centres could be improved in three primary ways: (i) incentives
for data centres to attain international certifications to cultivate an industry of high standards
and reliability, (ii) facilitating courses in universities, organizes training programs, workshops,
and provision of certifications to make available skilled and capable industry personnel, (iii)
provision of reliable power, water, bandwidth, and supporting infrastructure to improve data
centre capacity.

Improved infrastructure and network capabilities from fibre-based internet connections
and new submarine cables support the growth of data centres services. The governments of
certain Southeast Asian countries are working on improving wireless connection and
increasing the broadband adoption rate among SMEs. International connectivity is also
expected to improve through boosting available bandwidths, provision of redundant routes,
and lowering the costs of connectivity for both domestic and international uses.

The changing attitudes of local enterprises promotes the adoption of data centre
solutions. There is better understanding and appreciation of the benefits of leveraging on
specialist service providers to facilitate their information technology operations. Enterprises
are becoming more educated and informed about using third-party data centre services.
Offerings from data centre operators have also matured, with a wider range of services and
options for customers. These factors continue to drive demand, especially for next-generation
entrepreneurs building their businesses through the use of the cloud.
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The aforementioned factors support the growth of data centres services in Southeast
Asia, which in turn increase the demand for design and construction of data centres in
Southeast Asia.

Cost Structure Analysis

The average daily wages of E&M workers in Macau, including electricians and electrical
workers, air-conditioning mechanics, recorded a significant growth at a CAGR of 5.6% and
6.9% during 2013 to 2018, while the price of electric wire recorded a decline during the same
period of time.

COMPETITIVE LANDSCAPE OF E&M ENGINEERING MARKET
Competition overview in Hong Kong

The electrical & mechanical engineering market in Hong Kong is fragmented with the top
five players accounting for 21.3% of the entire market in terms of revenue. According to Frost
& Sullivan, the Group recorded the revenue of HK$5.1 billion for the provision of E&M
engineering services, accounting for 9.1% of the market share in Hong Kong.

Ranking and Market Share of Leading Electrical &
Mechanical Engineering Contractors by Revenue (Hong Kong), 2018

Estimated Approximate
Revenue in 2018 Market Share
Rank Company (HKS Billion) (%)
1 The Group 5.1 9.1%
2 Company B 3.0 5.4%
3 Company C 2.3 4.1%
4 Company D 0.9 1.6%
5 Company E 0.6 1.1%
Top five subtotal 11.9 21.3%
Others 44 78.7%
Total revenue of
E&M engineering in
Hong Kong 55.9 100.0%
Note:

(i) Company B is an E&M engineering service player in Hong Kong, providing a comprehensive range of E&M
engineering and environmental engineering services, with operations in Mainland China and Macau

(ii)  Company C principally engages in the design, supply, installation and maintenance of electrical and mechanical
engineering services in Hong Kong and Macau.

(iii)  Company D is a comprehensive construction services group, including building construction, maintenance,
renovation, plumbing and drainage works, electrical and mechanical works, building materials supply, precast
products manufacturing and trading, property development, hotel and property investment, information
technology solution and services.

(iv) Company E is a specialist in the field of building services installation in Hong Kong.

Source: Frost & Sullivan
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Competition Overview in Macau

The competitive landscape of the E&M engineering market in Macau is similar to that in
Hong Kong, with the top players taking up a leading presence in the market. The E&M
engineering industry in Macau is highly fragmented with the top five players accounting for
13.4% of revenue generated by E&M engineering services in 2018.

Competition Overview in Mainland China

The E&M engineering market in Mainland China is relatively fragmented with thousands
of players. The majority of the top market players are state-owned enterprises, and private
players account for a majority in number of players but with small market share in terms of
revenue. Entry barriers to the E&M engineering industry in Mainland China are similar to those
in the Hong Kong market. In particular, there are different classes of qualifications for E&M
engineering companies (classes | and Il for E&M engineering general contractors and classes
A, B and C for specialist contractors), with different requirements in capital, experience,
equipment, and personnel assets.

The Group engages local consultants in Mainland China on its projects from time to time.
Given local market expertise, such as knowledge of local regulatory requirements, and
industry recognition, local consultants are equipped with professional technical knowledge in
relation to market demand and trends. The local consultants are familiar with the industry
practice, such as environmental and fire safety standards, project specifications and
regulatory requirements in the relevant areas of Mainland China and are therefore able to
ensure, through provision of design, installation, testing and commissioning services,
compliance with the regulations and performance requirements prescribed by the relevant
authorities and end users for the environmental engineering equipment supplied by the Group.
Appointment of local consultants in relation to trading of environmental engineering equipment
is consistent with industry practice in Mainland China.

It is not uncommon for E&M contractors to employ project consultants in building
development and infrastructure projects. The scope of consultancy services may include (i)
structural design of design of the buildings, infrastructures and E&M components; (ii) design
of electrical and mechanical systems and processes; (iii) architectural design of the buildings
and infrastructures; (iv) environmental impact assessment; (v) testing and commissioning; (vi)
contractual advice, contract administration and claims. Given the particular project needs, it is
not uncommon for E&M contractors to engage consultants to perform the aforementioned
functions, which may require specialised expertise and project reference.
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Entry Barriers

Technical know-how and licensing requirement — As a specialised field of
construction and engineering service, E&M engineering service requires strong technical
knowledge, management experience and resources in building design, testing, installation and
maintenance of a wide variety of systems such as ELV systems, information and
communication technology systems, lift and escalators and HVAC systems. In addition,
licensing requirement may serve as a key barrier for new entrants and different registration
schemes for contractors and workers have been put in place by government and authorities
such as Buildings Department, Housing Authority in Hong Kong and Land, Public Works and
Transport Bureau in Macau. E&M engineering contractors must employ qualified professionals
and workers to conduct relevant installation and maintenance services. Given the shortage of
specialised workers in the industry, new entrants face difficulties in commencing and
sustaining their business in E&M engineering service industry. The Group is the largest E&M
engineering group in terms of number of E&M engineering related categories registered under
the List of Approved Suppliers of Materials and Specialist Contractors for Public Works of the
Development Bureau, as at 18 June 2019.

Track record and relationship with stakeholders — To ensure the quality and integrity
of E&M systems, clients of E&M engineering service such as property developers and project
owners, generally demonstrate a strong preference towards established contractors with
proven track record of successful completion of sizable projects. Furthermore, existing market
participants generally maintain an established relationship with stakeholders such as project
owners, main contractors, sub-contractors and material suppliers while new market entrants
without previous experience and connection in the industry face difficulties in securing
business or commencing E&M engineering services.

Management and delivery capabilities — Successful delivery of E&M engineering
services relies on competency in project management. In Hong Kong, sizable E&M
engineering projects are usually undertaken by major E&M contractors with proven track
record in management and coordination. Attributable to the complexity of E&M engineering
works with different specialised sub-segments in the aspects of HVAC and lifts and escalators,
abundant experience in project management is considered as pre-requisite in E&M
engineering service market as project owners generally prefer experienced E&M contractors
to avoid any potential failure in E&M systems upon completion.
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HONG KONG REGULATORY OVERVIEW
A. Contractors Registration Regimes
Public Works Contracts

A contractor who wishes to tender for and carry out public works in Hong Kong must apply
to be admitted to either of the following approved lists maintained by the WBDB:

° the List of Approved Suppliers of Materials and Specialist Contractors for Public
Works, which comprises suppliers and specialist contractors who are approved for
carrying out public works in one or more of the 50 categories of specialist works; or

o the List of Approved Contractors for Public Works, which comprises contractors who
are approved for carrying out government construction works in one or more of the
five major categories of building and civil engineering works, namely buildings, port
works, roads and drainage, waterworks and site formation.

Although approvals granted by WBDB are not required to be renewed annually, audited
accounts of the approved contractors shall be submitted to WBDB annually, and may be
produced to relevant government works departments prior to awarding contracts to ensure that
the approved contractors meet the capital requirements prescribed by WBDB. If any approved
contractor fails to meet the capital requirements in a particular category, it will not be eligible
for tendering or awarding any contract in that category of specialist works.

As at the Latest Practicable Date, our Group members were registered with the WBDB as
specialist contractors for over 15 categories of specialist works. For details, please refer to
“Business — Licences and Permits”.

Private Works Contracts

Non-government sector construction works cover projects launched by private developers
as well as any other entities not being government departments and statutory bodies. To carry
out non-government sector construction works, a contractor must be registered on either the
list of register of general building contractors or the relevant list of register of specialist
contractors with the Buildings Department and/or other relevant government departments in
Hong Kong.

Buildings Ordinance

Under the Buildings Ordinance (Chapter 123 of the Laws of Hong Kong), the Buildings
Authority keeps three contractors’ registers, namely the general building contractors’ register,
the specialist contractors’ register and the minor works contractors’ register. Registered minor
works contractors may carry out such minor works belonging to the class, type and item
specified in the register for which they are registered.
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Housing Authority Projects

In relation to work contracts concerning the public housing and ancillary facilities
maintained by the Housing Authority, the Housing Authority normally invites tenders from
contractors who are admitted to its Lists of Works Contractors (each a “HA List”). An applicant
satisfying the admission criteria to a HA List will be admitted initially with a “probationary”
status, during which it will be eligible to tender for a limited number and value of contracts with
the Housing Authority. Upon satisfactory completion of a contract with the Housing Authority
or of comparable size and complexity with other major clients such as the Development Bureau
and private developers in Hong Kong, a listed contractor with “probationary” status may apply
to the Housing Authority for a “confirmed” status.

Subcontractor Registration Scheme

Subcontractors, which are involved in, among others, foundation works and ancillary
services, in Hong Kong may apply for registration under the Subcontractor Registration
Scheme (“SRS”) managed by the Construction Industry Council in one or more of 52 trades
covering common structural, civil, finishing, electrical and mechanical works and supporting
services. Where a contractor is to subcontract or sub-let part of the public works involving
trades available under the Primary Register (a list of companies registered in accordance with
the Rules and Procedures for the Primary Register of the SRS), he shall engage
subcontractors who are registered under the relevant trades in the Primary Register for the
purposes of execution of such part of the public works.

B. Licences and Registrations Required for Our Building Services Business
B1. Electrical Works
Registration under the Electricity Ordinance

Under section 2 of the Electricity Ordinance (Chapter 406 of the Laws of Hong Kong),
“electrical work” means work in relation to the installation, commissioning, inspection, testing,
maintenance, modification or repair of a low voltage or high voltage fixed electrical installation
and includes the supervision and certification of that work and the certification of design of that
installation. Persons who are engaged in work on electrical installations other than fixed
electrical installations, such as portable electrical home appliances, need not be registered.

Only a registered electrical worker (“REW”) registered with the EMSD under the
Electricity Ordinance shall do the electrical works specified in his certificate of registration. As
at the Latest Practicable Date, 452 of our Group’s technical staff were REW.

To qualify as a registered electrical contractor (“REC”) registered with the EMSD under
the Electricity Ordinance, a corporate applicant must employ at least one REW. No contractor
shall do business as an electrical contractor or carry out electrical works unless it is a REC.
As at the Latest Practicable Date, Anlev Elex Elevator, ATAL Building Services Engineering,
ATAL Data Centre Infrastructure, ATAL Engineering and ATAL Technologies were RECs.
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Validity period and renewal of registration

A registration for REW or REC is valid for the period shown on the certificate of
registration. Under Regulation 13 of the Electricity (Registration) Regulations, a REW or REC
shall apply to the Director of the EMSD for renewal of its/his registration within one to four
months prior to the date of expiry of the registration.

Undertaking contracts in the government sector

Contractors registered with the WBDB as Specialist Contractors for Electrical Installation,
Specialist Contractors for Industrial Type Electrical Installation and Specialist Contractors
Uninterruptible Power Supply Installation are eligible to tender for and carry out public works
in Hong Kong concerning the supply, installation and maintenance of (i) low voltage electrical
installations, (ii) electrical installations that are of high voltage or in specialised locations, such
as airports, transportation systems, sewage treatment plants and industrial environments, and
(iii) static-type, uninterruptible power supply systems (“UPS systems”) and other equipment
and systems, which are mainly deployed to support computer operations, respectively. As at
the Latest Practicable Date, ATAL Engineering was registered as a Specialist Contractor for
Electrical Installation, a Specialist Contractor for Industrial Type Electrical Installation and
Specialist Contractors for Uninterruptible Power Supply Installation.

Undertaking Housing Authority projects

As at the Latest Practicable Date, ATAL Engineering was registered on the HA List of
Electrical Contractors and eligible to tender for contracts for the supply, installation and/or
maintenance of electrical systems with the Housing Authority.

B2. Mechanical, Ventilation and Air-conditioning (MVAC) Systems
Registered Specialist Contractor in the Ventilation Sub-register

To undertake ventilating system works under the Building (Ventilating Systems)
Regulations (Chapter 123J of the Laws of Hong Kong) in respect of the design, construction,
inspection and certification of ventilation systems with ducting and trunking passing across
building compartments, a contractor shall be a registered specialist contractor in the
ventilation sub-register under the Buildings Ordinance. As at the Latest Practicable Date, ATAL
Building Services Engineering and ATAL Engineering were registered specialist contractors in
the ventilation sub-register under the Buildings Ordinance.

Registered Minor Works Contractor

To carry out works concerning the erection or alteration, removal of, and/or strengthening
of the supporting structure for, air-conditioning units, water cooling towers and solar water
heating system, a contractor shall be a registered minor works contractor eligible to perform
the relevant types of minor works as particularised under Part 3 of Schedule 1 of the Buildings
(Minor Works) Regulation (Chapter 123N of the Laws of Hong Kong). As at the Latest
Practicable Date, ATAL Building Services Engineering was a registered minor works
contractor.
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Undertaking contracts in the government sector

Contractors registered with the WBDB as Specialist Contractors for Air-conditioning
Installation are eligible to tender for and carry out public works in Hong Kong concerning the
supply, installation and maintenance of air-conditioning installations. As at the Latest
Practicable Date, ATAL Engineering was registered as a Specialist Contractor for
Air-conditioning Installation.

B3. Fire Service
Registration under the Fire Services (Installation Contractors) Regulations

To undertake works in respect of the installation, maintenance, repairs or inspection of
any fire service installation or equipment in Hong Kong, a contractor shall be a registered fire
service installation contractor (“RFC”) with the Fire Services Department in at least one of the
three classes under the Fire Service (Installation Contractors) Regulations (Chapter 95A of the
Laws of Hong Kong):

° Class 1: Registered contractors who are fit to install, maintain, repair and inspect
any fire service installation or equipment (other than portable equipment) for the
detection and warning of smoke or fire.

° Class 2: Registered contractors who are fit to install, maintain, repair and inspect
any fire service installation or equipment (other than portable equipment) which
contains (a) pipes and fittings designed or adapted to carry water or other fire
extinguishing medium; or (b) any type of electrical apparatus other than those
specified in Class 1.

° Class 3: Registered contractors who are fit to maintain, repair and inspect portable
equipment.

As at the Latest Practicable Date, ATAL Building Services Engineering and ATAL
Engineering were registered as RFCs in Classes 1 and 2. Registration as a RFC is not subject
to expiry. However, the qualifications of RFCs are subject to continuous review by the Fire
Services Department.

Undertaking contracts in the government sector

Contractors registered with the WBDB as Specialist Contractors for Fire Service
Installation are eligible to tender for and carry out public works in Hong Kong concerning the
supply, installation and maintenance of fire service installations. As at the Latest Practicable
Date, ATAL Engineering was registered as a Specialist Contractor for Fire Service Installation.

Undertaking Housing Authority projects
As at the Latest Practicable Date, ATAL Engineering was registered on the HA List of Fire
Services and Water Pump Contractors and eligible to tender contracts for the supply,

installation and/or maintenance of fire services and water pump systems with the Housing
Authority.



REGULATORY OVERVIEW

B4. Plumbing and drainage works
Registration as Licenced Plumbers

Plumbing installation that receives water supply from the Water Authority has to comply
with the provisions of the Waterworks Ordinance (Chapter 102 of the Laws of Hong Kong),
Waterworks Regulations (Chapter 102A of the Laws of Hong Kong), Hong Kong Waterworks
Standard Requirements for Plumbing Installation in Buildings, and Water Supplies Department
Circular Letters issued to licenced plumbers and authorised persons.

Under section 15(1) of the Waterworks Ordinance, only a licenced plumber or a public
officer authorised by the Water Authority shall construct, install, maintain, alter, repair or
remove pipes and fittings in buildings and between the building and a connection to the
Government’s main for (i) a supply of water solely for the purposes of firefighting (i.e. fire
service); and (ii) a supply of water (other than the pipes and fittings forming part of a fire
service) (i.e. inside service). As at the Latest Practicable Date, 19 of our Group’s technical
staff were licenced plumbers. A plumber’s licence shall be valid up till and including 31
December in the year in which it is issued and may be renewed annually upon payment of a
prescribed fee for a further period of 12 months from the date of expiry.

Undertaking contracts in the government sector

Contractors registered with the WBDB as Specialist Contractors for Plumbing Installation
are eligible to tender for and carry out public works in Hong Kong concerning the construction,
repair and maintenance of plumbing installations. As at the Latest Practicable Date, ATAL
Building Services Engineering was registered as a probationary Specialist Contractor for
Plumbing Installation.

C. Licences and Registrations Required for Our Environmental Engineering Business
C1. 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.

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) (the “WDO (Constructions
Waste)”) and the Waste Disposal (Chemical Waste) (General) Regulation (Chapter 354C of the
Laws of Hong Kong) (the “WDO (Chemical Waste)”).

Under the WDO (Construction Waste), 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 WDO (Chemical Waste), 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. Chemical waste producers also need to keep
records of their chemical waste disposal for inspection by the staff of the Environmental
Protection Department.

C2. Undertaking contracts in the government sector

Contractors registered with the WBDB as Specialist Contractors in the following
categories are eligible to tender and carry out the following public works in Hong Kong:

Specialist Contractor for :  the design, manufacture and installation of water treatment
Supply and Installation plant in public supply systems for treating raw water to potable
of Water Treatment standard acceptable to the Water Supplies Department and for
Plant processing water treating effluent to a quality acceptable for

disposal

Specialist Contractor for : the design, supply, installation and maintenance of electrical
Electrical and and mechanical plant for sewage pumping stations, sewage
Mechanical Installation screening and degritting plants and primary/secondary sewage
for Sewage Treatment treatment works

and Screening Plant

As at the Latest Practicable Date, ATAL Engineering was registered as specialist
contractors with the WBDB in each of the above categories.

D. Licences and Registrations Required for Our ICBT Business
D1. Energy Audits

The Building Energy Efficiency Ordinance (Chapter 610 of the Laws of Hong Kong) sets
out the requirements to ensure energy efficiency of and perform energy audit for several types
of buildings. Developers of certain types of newly constructed buildings are required to obtain
certification from a registered energy assessor that the four types of building services
installation (namely, air-conditioning installation, electrical installation, lift and escalator
installation as well as lighting installation) comply with the design standards of the relevant
building energy code. As at the Latest Practicable Date, we had 6 registered energy assessors.
The registration is valid for ten years and is renewable upon submission of, among others,
specified form accompanied by a prescribed fee.

D2. Security and Guarding Services Ordinance

Established under the Security and Guarding Services Ordinance (Chapter 460 of the
Laws of Hong Kong) (“SGS0”), the Security and Guarding Services Industry Administrator
(“SGSA”) administers a licensing scheme to regulate the security industry in Hong Kong. In
particular, companies offering security services and individuals providing security work are
regulated under a licence regime and a permit regime, respectively, under the SGSO.
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Licence Regime

Any person other than a company acting under and in accordance with a licence issued
or renewed by SGSIA under the SGSO (“SCL”) who supplies, agrees to supply, or holds
himself out as supplying any individual to do security work for another person for reward in
contrary to section 11 of the SGSO commits an offence and is liable on conviction to a fine of
HK$100,000 and to imprisonment for 2 years under section 31(1) of the SGSO. A SCL is not
assignable or transmissible, and is generally valid for five years.

A SCL holder may perform the following types of security work under the SGSO:
(i) Type | security work: Provision of security guarding services
(ii) Type Il security work: Provision of armoured transportation services

(iii) Type lll security work: Installation, maintenance and/or repairing of a security device
and/or designing (for any particular premises or place) a security system
incorporating a security device.

As at the Latest Practicable Date, Analogue Technical Agencies, Anlev Elex Elevator,
ATAL Building Services Engineering, ATAL Data Centre Infrastructure, ATAL Engineering and
ATAL Technologies were SCL holders for Type Il security work.

Permit Regime

Some of our employees are involved in the installation and maintenance of security
devices and are required to obtain permits issued or renewed by the Commissioner of Police
under the SGSO (“SPP”). Under section 10 of the SGSO, no individual shall do, agree to do,
or hold himself out as doing or as available to do, security work for another person unless he
does so under and in accordance with a SPP or otherwise than for reward. A SPP is not
assignable or transmissible, and is generally valid for a period of five years.

Under the current SPP permit regime, a SPP holder may perform security work under 4
categories. Categories A, B and C consist guarding work and Category D involves installation,
maintenance and/or repairing of a security device and/or designing a system incorporating a
security device. As at the Latest Practicable Date, 72 of our employees were SPP holders for
Category D security work.

D3. Satellite Master Antenna Television Licence (“SMATV Licence”)

A Satellite Master Antenna Television (“SMATV”) system, which consists of one or more
satellite receiving dish antennas, is usually installed at the rooftop of a building. Satellite
television programmes received by these antennas are distributed by cable to individual
households of the building. In accordance with the Telecommunications Ordinance (Chapter
106 of Laws of Hong Kong) (“TO”), a person is required to obtain a SMATV Licence for the
installation, maintenance and operation of SMATV system.
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An applicant of SMATV Licence should be a company registered under the Companies
Ordinance, and there is no restriction on foreign ownership. As at the Latest Practicable Date,
ATAL Building Services Engineering was a SMATV Licence holder. A SMATV Licence is valid
for one year and may be renewed on an annual basis on payment of the prescribed fee, at the
discretion of the Office of the Communications Authority.

D4. Wireless Internet of Things Licence (“WIoT Licence”)

On 1 December 2017, the Communications Authority announced that a new licensing
regime for the provision of Wireless Internet of Things (“WloT”) platforms and services has
been established with a view to underpinning the preparation of Hong Kong for embracing the
new era of Internet of Things (loT) and the Fifth Generation (5G) mobile services, as well as
various smart city applications in the future.

WIoT services refer to a wireless data communications service for automated data-only
machine-to-machine type communications to and/or from radiocommunications installations,
apparatus, equipment and device, but does not include any service which carries real-time
voice communications, and any other service subject to licensing under a carrier licence, and
under the TO or any other ordinance. Under the TO, a person is required to obtain a WloT
Licence for the establishment, maintenance and operation of wireless networks and systems
for the provision of WIoT service in Hong Kong based on wireless technologies operating in the
920 — 925 MHz band and/or other frequency bands on a shared and uncoordinated basis.

An applicant of WIoT Licence should be a company registered under the Companies
Ordinance. As at the Latest Practicable Date, ATAL Technologies was a WIoT Licence holder.
A WIoT Licence is valid for five years and, subject to the discretion of the Communications
Authority, may be extended for a further period of up to five years.

D5. Undertaking contracts in the government sector

Contractors registered with the WBDB as Specialist Contractors for the following
categories are eligible to tender and carry out the following public works in Hong Kong:

(i) Specialist Contractors for :  the supply, installation and maintenance of central
Burglar Alarm and Security control station, UPS system, surveillance system
Installation and other equipment, where applicable for building

and amenity projects

(ii) Specialist Contractors for :  the supply, installation and maintenance of video
Video Electronics Installation camera and related equipment commonly used for
closed circuit TV system, video recording/display

system and other similar systems

(iii) Specialist Contractors for :  the supply, installation and maintenance of amplifier,
Audio Electronics Installation microphone and related equipment commonly used
for public address system, intercom system, audio

system and other similar systems
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(iv) Specialist Contractors for . the supply, installation and maintenance of television
Broadcast Reception and FM radio signal aerials, amplifiers and other
Installation equipment for building and amenity projects

(v) Specialist Contractors for . the supply, installation and maintenance of very high
Radio Electronics Installation frequency (VHF) or ultra-high frequency (UHF) radio

transceiver, microwave radio system and related
ancillary equipment at hilltop site and different
venues

As at the Latest Practicable Date, ATAL Building Services Engineering was registered as
specialist contractors with the WBDB in categories (i) to (v) as stated above.

E. Licences and Registrations Required for Our Lifts and Escalators Business
E1. Registration under the Lifts and Escalators Ordinance

Under the Lifts and Escalators Ordinance (Chapter 618 of the Laws of Hong Kong)
(“LEO”):

(i) responsible persons for lifts and escalators (including owners of, or persons who
have management or control of, the lifts and escalators) must ensure that:

(a) lift works and escalator works concerning the installation, major alteration or
demolition of their lifts and escalators or are otherwise likely to affect the safe
operation of their lifts and escalators are only carried out by a registered lift
contractor or a registered escalator contractor respectively; and

(b) their lifts and escalators are kept in a proper state of repair and in safe working
order, for instance, by causing their lifts and escalators to be examined and
certified in safe working order by a registered lift contractor or a registered
escalator contractor (as the case may be) before putting into use and operation
and after major alteration, and periodically at interval not exceeding 1 year for
lifts and 6 months for escalators; and

(ii) in general, no person shall personally carry out any lift/escalator works unless he is
a registered lift/escalator engineer or a registered lift/escalator worker qualified to
carry out the works and employed by a registered lift/escalator contractor who
undertakes the works or other qualified persons under the LEO, or unless he is under
direct supervision of the abovementioned qualified person at the place at which the
works are carried out.

As at the Latest Practicable Date, Anlev Elex Elevator is a registered lift contractor and
a registered escalator contractor, and 102 of our Group’s technical staff were qualified persons
for carrying out lift works and escalator works under the LEO. Registered lift/escalator
contractors are required to renew their registration every five years. Under Lifts and Escalators
(General) Regulation, a registered lift/escalator contractor shall apply to the Director of the
EMSD for renewal of its/his registration within one to four months prior to the date of expiry of
the registration.



REGULATORY OVERVIEW

E2. Undertaking contracts in the government sector

Contractors registered with the WBDB as Specialist Contractors for Lift, Escalator and
Passenger Conveyor Installation are eligible to tender for and carry out public works in Hong
Kong concerning the supply, installation and maintenance of various kinds of lifts, escalators
and passenger conveyor installations, lifting platform for barrier free access, and associated
equipment and systems. As at the Latest Practicable Date, Anlev Elex Elevator was registered
as a Specialist Contractors for Lift, Escalator and Passenger Conveyor Installation.

E3. Undertaking Housing Authority projects

As at the Latest Practicable Date, Anlev Elex Elevator was registered on the HA List of
Lift and Escalator Contractors with “probationary status” and eligible to tender for certain
contracts for the supply, installation and/or maintenance of lifts and escalators with the
Housing Authority.

F. Labour, Health and Safety Laws and Regulations
F1. Factories and Industrial Undertakings Ordinance

The Factories and Industrial Undertakings Ordinance (Chapter 59 of the Laws of Hong
Kong) (“FIUO”) provides for the safety and health protection to workers in an industrial
undertaking. Under the FIUO, every proprietor shall take care of the safety and health at work
of all persons employed by it at an industrial undertaking by, so far is reasonably practicable,
inter alia, (i) providing and maintaining plant and work systems that do not endanger safety or
health, (ii) making arrangement and providing necessary information, instruction, training, and
supervision for ensuring safety and health, and (iii) providing and maintaining a safe and
healthy work environment. 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.

F2. 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. 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.

F3. Occupiers Liability Ordinance
The Occupiers Liability Ordinance (Chapter 314 of the Laws of Hong Kong) (“OLO”)
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.
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G. Environmental Protection Laws and Regulations
G1. 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.

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) Regulations (Chapter 311C of the Laws of Hong Kong). The contractor responsible for
a construction site shall use the best practicable means for preventing the emission of noxious
or offensive emissions from such premises, and for preventing the discharge, whether directly
or indirectly, of such emissions into the atmosphere, and for rendering such emissions where
discharged harmless and inoffensive.

G2. Water Pollution Control Ordinance

The Water Pollution Control Ordinance (Chapter 358 of the Laws of Hong Kong)
regulates, among others, the discharge from all types of industrial, 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 sewers or unpolluted water to storm water drains, river courses and
water bodies), they are subject to licensing control by the Environmental Protection
Department.

G3. Environmental Impact Assessment Ordinance

The Environmental Impact Assessment Ordinance (Chapter 499 of the Laws of Hong
Kong) (“EIAQO”) is to avoid, minimise and control the adverse environmental impacts from
designated projects as specified in Schedule 2 of the EIAO (which includes 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 EIAO, a person commits an offence if he constructs or operates a
designated project listed in Part | of Schedule 2 of the EIAO (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 (i) on a first conviction on indictment to a fine of HK$2 million and to
imprisonment for six months, (ii) on a second or subsequent conviction on indictment to a fine
of HK$5 million and to imprisonment for two years, and in any case where the offence is of a
continuing nature, the court or magistrate may impose a fine of HK$10,000 for each day on
which he is satisfied the offence continued.
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PRC REGULATORY OVERVIEW
LAWS AND REGULATIONS RELATING TO SPECIAL EQUIPMENT

According to the Special Equipment Safety Law of the PRC ("% A & 4[5 43 ff sl fh 42 &
%) promulgated on 29 June 2013 and implemented on 1 January 2014 and the Regulations on
Safety Supervision of Special Equipment (FFfliakffia 2 B %W H1) promulgated by State
Council on 11 March 2003 and further amended on 24 January 2009, and implemented on 1
May 2009, enterprises manufacturing or using special equipment are required to establish and
strive to perfect the safety and energy-saving management system, job safety and
energy-saving accountability system for the special equipment. Special equipment mentioned
above refer to boilers, pressure vessels (including gas cylinders), pressure pipelines,
elevators, lifting appliances, passenger ropeways, large amusement facilities, and special
vehicles used in the factory, which involve a high degree of safety risks.

Under the principle of categorised supervision and administration, the state applies a
licensing system to the manufacturing, installation, reform and maintenance of special
equipment. A special equipment producer shall obtain the Manufacture Licence of Special
Equipment (4% 3 7 #%), as well as Installation, Alteration, Repair & Maintenance
Licence of Special Equipment (45 s i % 2 MU 415 57 7] #8) if enterprises actually engaging in
elevator installation, alteration, repair and maintenance. Enterprises shall meet the following
conditions and be licenced by the department responsible for special equipment safety
supervision and administration before production: (i) having professional technical personnel
required by its production; (ii) having equipment, facilities and work places required by its
production; (iii) having sound quality assurance, safety management and job responsibility
rules.

Special equipment producers shall carry out production activities in accordance with
these regulations and with the requirements of the safety technical code enacted and
promulgated by the department of special equipment safety supervision and administration
under the State Council. Producers shall be responsible for the safety performance and energy
efficiency index of the special equipment manufactured by them, shall not manufactured
special equipment in non-conformity to safety performance requirements and energy efficiency
indexes, and shall not manufacture special equipment specifically eliminated by national
industrial policies.

The installation, reform and maintenance of elevators must be carried out by the entities
manufacturing elevators or the entities that are commissioned or agreed upon by contract and
have obtained licences. Entities manufacturing elevators shall be responsible for the
elevators’ quality and the quality problems involved in safe operations.

LAWS AND REGULATIONS RELATING TO PRODUCT QUALITY

According to the Product Quality Law of the PRC (H'#e A R IR0 2 5 & &%)
promulgated on 22 February 1993 and subsequently amended on 8 July 2000, 27 August 2009
and 29 December 2018, the quality of products should satisfy the following requirements: (i)
no unreasonable risks of personal and property safety and reaching the state standard and
industry standard of securing personal health, personal safety and property safety (if any); (ii)
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have the functions that the products should have, except for the defect that have been
explained; (iii) reach the standards that are stated on the products or its packing and meet the
quality stated by product illustration and sample.

Violation of the Product Quality Law may result in the imposition of fines and penalties,
the suspension of operations, an order to cease operations, or even criminal liability in severe
cases..

According to the Standardisation Law of the PRC (' #E A 3L fil B % #& { 1) promulgated
on 29 December 1988, amended on 4 November 2017, standards include national standards,
industry standards, local standards, group standards and enterprise standards. National
standards are further classified into compulsory standards and voluntary standards.
Compulsory national standards shall be developed for technical requirements that protect
human health and life and property safety. An elevator producer shall follow national standards
Safety Specifications on Elevator Manufacturing and Installation (& & B 2 35 42 4 1 i)
promulgated by the Standardisation Administration of the PRC in elevator manufacturing and
installation.

According to the Guiding Opinions on Strengthening Quality Safety Work over Elevators
(B s FE MR % 4 TAERY = i) promulgated by General Office of the State Council on 1
February 2018, elevator manufacturing enterprises shall take responsibility for the quality of
elevator manufacturing and installation as well as effectively conduct tracking, monitoring and
technical services of elevators in use.

According to the Guiding Opinions on further Strengthening Safety Work over Elevators
(B HE— 2 s BEAE L & T/ER B L) promulgated by the General Administration of Quality
Supervision Inspection and Quarantine of the PRC (the “GAQSIQ”) on 14 January 2013, the
GAQSIQ will gradually establish new maintenance system with elevator manufacturing
enterprises as the main responsible party. The GAQSIQ will also actively promote elevator
manufacturing enterprises or their authorised entities on elevators’ maintenance that elevator
manufacturing enterprises shall be responsible for their authorised entities and conduct
professional training for the maintenance personnel.

LAWS AND REGULATIONS RELATING TO CONSTRUCTION CONTRACTING

According to the Construction Law of the PRC (3£ A & 3L il Bl 2 5£7), promulgated on 1
November 1997 and amended on 22 April 2011, 23 April 2019 the Provisions on the
Administration of Qualifications of Enterprises in Construction Industry (75 2& (> 3 & B & LR
7E) promulgated by the Ministry of Housing and Urban-Rural Development on 22 January 2015,
enterprises engaging in the new construction, expansion and rebuilding of civil engineering
projects, construction projects, pipeline equipment installation projects, and fitment projects
etc (hereinafter referred to as “construction activities”) shall apply for Construction
Enterprise Qualification Certificate (#5313 & H 7 %), and may only carry out construction
activities within the scope of their respective qualifications and business, and may not contract
projects in the name of other construction enterprises in any form.
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LAWS AND REGULATIONS RELATING TO PRODUCTION SAFETY

Supervision and administration of production safety are primarily regulated by the
Production Safety Law of the PRC (* 3 A\ R ILHI B 4 4 4 & 1) (the “Production Safety Law”),
which was promulgated on 29 June 2002 and amended on 31 August 2014. This law requires
manufacturing enterprises to meet the relevant legal requirements, such as providing their
staff with training and a handbook on production safety and providing safe working conditions
in compliance with relevant laws, rules and regulations. Any manufacturing enterprise which
is unable to provide the required safe working conditions may not engage in manufacturing
activities. Violation of the Production Safety Law may result in the imposition of fines and
penalties, the suspension of operations, an order to cease operations, or even criminal liability
in severe cases.

According to the Regulations on Production Safety Licence (% 4/ #Fnl &),
promulgated and effective on 13 January 2004 and amended on 29 July 2014, construction
enterprises shall apply for a Production Safety Licence (%4 /fE #F 1l #%) before engaging in
construction activities. Construction enterprises engaging in construction activities without
obtaining the Production Safety Licence (% 4L & 57 Al #%) may result in the imposition of fines
and penalties, the suspension of operations, an order to cease operations, or criminal liability
in severe cases.

LAWS AND REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION

The Ministry of Ecology and Environment of the PRC is responsible for the supervision of
environmental protection in implementation of national standards for environmental quality
and discharge of pollutants for, and supervision of the environmental management system of
the PRC. Environmental protection bureaus at the county level or above are responsible for
environmental protection within their jurisdictions.

Environmental protection is primarily regulated by the Environmental Protection Law of
the PRC (3 A\ K 3L A0 [ B2 55 (1 7#75), promulgated on 26 December 1989 and amended on 24
April 2014; the Environmental Protection Tax Law of the PRC (" #E A & 3t il 50 BR 55 (5 7 B 725 )
amended and effective on 26 October 2018; Regulation on the Implementation of the
Environmental Protection Tax Law of the PRC (H % A [ 7 [ B2 45 R FE Bl 15 B i 1), effective
on 1 January 2018; the Law on Prevention of Water Pollution of the PRC (" # A\ R IL A1 /K {5
JL i k) amended on 27 June 2017 and effective on 1 January 2018; the Law on Prevention
of Air Pollution of the PRC (+#: AR ILFIE K554 Piihi%) amended and effective on 26
October 2018 ; the Law on the Prevention of Environmental Pollution Caused by Solid Waste
of the PRC (H ¥ A R 3L [ [ 48 8% 4 v5 YL BR ¥5 B 6 1%), amended and effective on 7 November
2016.

TAXATION LAWS AND REGULATIONS
Enterprise Income Tax

Enterprise income tax is primarily regulated by the Enterprise Income Tax Law of the PRC
(FPEE N R ILANE 25 BL7%) (the “EIT Law”) which was promulgated on 16 March 2007 and
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subsequently amended on 24 February 2017, 29 December 2018 and the Implementation
Regulations to the EIT Law of the PRC (% A R 4t i [3] 1> 2& 7 15 i 15 B 1% 1), promulgated by
the State Council on 6 December 2007 and effective on 1 January 2008.

According to this EIT Law and its Implementation Regulations, foreign-invested
enterprises in China are subject to the enterprise income tax at a uniform rate of 25%. A
non-resident enterprise that has an establishment or premises within China shall pay
enterprise income tax at a rate of 25% on its income that is derived from such establishment
or premises inside China and income that is derived outside China but is actually connected
with the said establishment or premises. A non-resident enterprise that has no establishment
or premises within China but has income from the PRC, and a non-resident enterprise that has
establishment or premises in China but its income has no actual connection to such
establishment or premises in China, shall be subject to PRC withholding tax at the rate of 10%
on its income sourced from inside China.

Value-Added Tax

According to the Provisional Regulations on Value-added Tax of the PRC (1 #£ A R 4L AN
B 1AL F7 1) (the “VAT Regulations”), promulgated by the State Council on 13
December 1993, with its latest amendment on 19 November 2017, and Implementation
Regulations to the VAT Regulations of the PRC (H 3£ A [ [0 3 (F B 1 47 16 1) B it 41 ),
which were amended by the Ministry of Finance (the “MOF”) on 25 December 1993 and with
its latest amendment on 28 October 2011, entities or individuals engaged in sale of goods,
provision of processing services, repairs and replacement services (the “labor services”),
sale of services, intangible assets, real property or importation of goods within the territory of
the PRC shall pay value-added tax.

According to the Trial Scheme for the Conversion of Business Tax to Value-added Tax (&
RN R LB R) promulgated by the MOF and the State Administration of Taxation
(the “SAT”), the government launched gradual taxation reforms starting from 1 January 2012,
whereby it collected value-added tax in lieu of business tax on a trial basis in regions and
industries showing strong economic performance, such as transportation and certain modern
service industries.

Furthermore, according to the Notice of the Ministry of Finance and the State
Administration of Taxation on Overall Implementation of the Pilot Programme of Replacing
Business Tax with Value-added Tax (HABUHS ~ [ 5B 15 4 ) B 4 10 46 BH /2 3680 i o (BB il 26
)3 %), entities and individuals engaged in sales of services, intangible assets or real
property within the territory of the PRC are value-added taxpayers which are divided into
general taxpayers and small-scale taxpayers, and shall pay value-added tax rather than
business tax according to these Measures from 1 May 2016. Taxpayers may be subject to a
tax rate of 6%, 11% or 17% according to different taxable activities.

According to the Notice of the MOF and the SAT on Adjusting the Value-added Tax
Rate* HABER ~ B Z B0 55 48 Ja) B 7 ) 8% 14 (BB BL % 9 48 %1, which was promulgated on 4 April 2018
and effective on 1 May 2018, the VAT tax rates on sales or imported goods are adjusted from
17% and 11% to 16% and 10%, respectively.
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According to the Notice of the MOF and the SAT on Implementing the Policy on Inclusive
Tax Reliefs for Small and Micro Enterprises (Cai Shui [2019] No.13) BFECHS ~ Biws 48 = B it &
Jit /1N £ 2 3 M B AT I S BOR A 98 J0 (BF B [2019]13%%), which was promulgated on 17 January
2019, from 1 January 2019 to 31 December 2021, small and micro enterprises meet the
standards under the notice can enjoy corresponding tax deductions for taxes such as VAT and
EIT.

According to the Announcement on Relevant Policies for Deepening Value-Added Tax
Reform*  BAECHS ~ BiRs )5 B AE B R AL (ERL R B BIEUR A%, promulgated by
MOF, SAT and General Administration of Customs on 20 March 2019 and became effective on
1 April 2019, with respect to VAT taxable sales or imported goods of a VAT general taxpayer,
where the VAT rate of 16% and 10% applies currently, it shall be adjusted to 13% and 9%,
respectively.

LAWS AND REGULATIONS RELATING TO FOREIGN INVESTMENT IN CHINA
Foreign Investment

The foreign investment is primarily regulated by the Catalogue for the Guidance of
Foreign Investment Industries (#hri#t& £ H k) (the “Catalogue”), which was
promulgated and implemented on 20 June 1995, with its latest amendment on 28 June 2018.
Pursuant to the Catalogue, the foreign investment industries are divided into three categories
in terms of foreign investment, which are “encouraged”, “restricted” and “prohibited”. All
industries not listed under one of these categories are deemed to be “permitted”’, while
elevator manufacturing is not subject to the approval under the special entry management
according to the Catalogue.

The establishment procedures, approval procedures, foreign exchange matters,
accounting practices, taxation and labor matters of a wholly foreign-owned enterprise are
regulated by the Foreign Investment Law of the PRC ("3 A [ L1 [ 41 % % & %) promulgated
on 15 March 2019 and will implement on 1 January 2020. The Rules for the Implementation of
the WFOE Law (H % A\ RILFIE 4 E 375 E 40 H), promulgated on 12 December 1990 and
with its latest amendment on 19 February 2014. According to the amendments, for wholly
foreign-owned enterprise which the special entry management system does not apply to, its
establishment, operation duration and extension, separation, merger or other major changes
shall be filed for record. The special entry management system shall be promulgated or
approved by the State Council.

According to the Provisional Administrative Measures on Establishment and Modifications
(Filing) for Foreign Investment Enterprises (#Mifi & {257 [ 88 s 245 S AT HFEE) (the
“Provisional Measures”) promulgated on 8 October 2016 and amended on 30 July 2017,
29 June 2018 establishment and modifications of foreign invested enterprises which are not
subject to the approval under the special entry management measures shall be filed with the
delegated commercial authorities. Within the record-filing scope stipulated in Provisional
Measures, foreign-invested enterprises shall fill in online and submit an application for
record-filing of the change of foreign-invested enterprises and the relevant documents, and
handle the record-filing procedures. After the completion of record-filing, foreign-invested
enterprises may obtain relevant record-filing receipts.
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According to the Foreign Investment Law of the PRC* (" #E A R IL AN 41 i £ &35, the
“Foreign Investment Law”) promulgated by the NPC on 15 March 2019 and shall come into
effect as of 1 January 2020, the State shall implement the management systems of
pre-establishment national treatment and negative list for foreign investment, and shall give
national treatment to foreign investment beyond the negative list. Simultaneously, the Wholly
Foreign-owned Enterprises Law of the PRC* 13 A R ILFN [ 5h & 1 3 7% shall be repealed on 1
January 2020.

Regulations on Foreign Exchange

The Foreign Exchange Administration Regulations of the PRC (3£ A & 3L i1 5 41 [ 45 B {6
f4l) promulgated on 29 January 1996, with its latest amendment on 5 August 2008, and the
Regulations on the Administration of Foreign Exchange Settlement, Sale and Payment (& i -
B [ I A [ B 2 ) promulgated on 20 June 1996, apply and provide regulatory provisions to
the foreign exchange transactions for foreign-invested enterprises. Foreign-invested
enterprises are permitted to convert after-tax dividends into foreign exchange and to remit
such foreign exchange from their bank accounts in the PRC.

According to the Circular of the State Administration of Foreign Exchange on Further
Simplifying and Improving the Direct Investment-related Foreign Exchange Administration
Policies (B ik i — 5 fili (b A oo B #2245 & 41 [ 45 LR (1998 A1) which became effective on 1 June
2015, the administrative examination and approval procedures relating to the foreign
exchange registration approval under domestic direct investment were cancelled and the
foreign exchange registration under domestic direct investment would be directly reviewed and
handled by banks. In addition, the annual inspection of the direct investment-related foreign
exchange was canceled, which was changed to stock equity registration.

Regulations on Dividend Distribution

The EIT Law prescribes a standard withholding tax rate of 20% on dividends and other
China-sourced income of non-resident enterprises that have not set up institutions or
establishments in China, or have set up institutions or establishments but the income obtained
by the said enterprises has no actual connection with the set up institutions or establishments,
however, Implementation Regulations to the EIT Law of the PRC reduced the rate from 20%
to 10%.

Pursuant to the Arrangement between Mainland China and Hong Kong for the Avoidance
of Double Taxation and Prevention of Fiscal Evasion with respect to Taxes on Income (/A Hb#l
B v 05 AT I8 I R 7 3 45 B ko B S OB AN B LR T I B 2 BE) on 21 August 2006, no more
than 5% withholding tax rate applies to dividends paid by a PRC company to a Hong Kong
resident, provided the recipient is a company that holds at least 25% of the capital of the PRC
company. The 10% withholding tax rate applies to dividends paid by a PRC company to a Hong
Kong resident if the recipient is a company that holds less than 25% of the capital of the PRC
company.
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LAWS AND REGULATIONS RELATING TO INTELLECTUAL PROPERTY
Trademarks

According to the Trademark Law of the PRC (H'# A\ RILFIEH FE %) (the “Trademark
Law”) promulgated on 23 August 1982, with its latest amendment on 23 April 2019, and the
Implementation Regulations on the Trademark Law of the PRC (H#g A K 3 i[5 o 422 7% B it fhc
fil) promulgated on 3 August 2002 and amended on 29 April 2014, in China, registered
trademarks include commodity trademarks, service trademarks, collective marks and
certificate marks. The Trademark Office under the State Administration for Industry and
Commerce is responsible for the registration and administration of trademarks throughout the
country. Trademarks are granted on a term of ten years. Twelve months prior to the expiration
of the ten-year term, an applicant can renew the application and reapply for trademark
protection.

Patents

According to the Patent Law of the PRC (% A R L F1 [ Z F1%) promulgated on 12 March
1984, with the last amendment effective on 1 October 2009, patent protection is divided into
three categories, namely, invention patents, utility patents and design patents. Invention
patents are valid for twenty years from the date of application, while design patents and utility
patents are valid for ten years from the date of application.

LAWS AND REGULATIONS RELATING TO LABOUR
Employment Contracts

The Labour Contract Law of the PRC (H # A\ R L1 %5 8) 5 [/ 7%) (the “Labour Contract
Law”), which was promulgated on 29 June 2007 and amended on 28 December 2012, governs
the relationship between employers and employees and provides for specific provisions in
relation to the terms and conditions of an employment contract. The Labour Contract Law
stipulates that employment contracts must be in writing and signed. It imposes more stringent
requirements on employers in relation to entering into fixed-term employment contracts, hiring
of temporary employees and dismissal of employees.

Employee Social Insurance and Housing Provident Funds

According to the Social Insurance Law of The PRC ("% A K LA 4L & £ %), which
was promulgated on 28 October 2010 and amended on 29 December 2018, and the
Regulations on the Administration of Housing Provident Fund (/5 /A & 42 & #% 61]), which was
promulgated on 3 April 1999 and amended on 24 March 2002, 24 March 2019 employers
and/or employees (as the case may be) are required to contribute to a number of social
security funds, including funds for basic pension insurance, unemployment insurance, basic
medical insurance, occupational injury insurance, maternity leave insurance, and to housing
provident funds. These payments are made to local administrative authorities and employers
who fail to contribute may be fined and ordered to rectify within a stipulated time limit.
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MACAU REGULATORY OVERVIEW

A. Macau licensing and Registration Regime of Engineering and Construction
Works

In Macau, for purposes of the applicability of licensing and registration system,
engineering and construction works are mainly divided into three categories: simple work for
residential unit (F & fifi ¥ 25 T#), simple work for non-residential unit (3 % J& fifi ¥ 215 T#2)
and non-simple work (FEfj¥ #1& TH#). To classify the work as simple or not, generally
speaking, it depends on whether there will be alteration of interior division or usage of the unit
involved.

However, to commence any construction works in Macau, it is required to obtain a work
notification or application (for non-simple work) with respect to each project. As for
construction work to be taken place in a non-residential unit or fitting-out work which is not a
simple one, such notification or application for work has to be submitted together with a
declaration of responsibility signed by an individual or company registered arising from such
fitting-out work and purchase the required insurance of industry accident and occupational
disease. A contractor (whether or not incorporated in Macau) carrying out engineering and
construction works, is required to obtain a licence (for non-simple work) and register with the
Land, Public Works and Transport Bureau of Macau (MM L T¥###i /%) (the “DSSOPT”)
before the beginning of the works.

If the main contractor has obtained such licence from the said Bureau for the relevant
works, sub-contractor(s) (including those incorporated in Hong Kong) as appointed by such
main contractor are not required to obtain any licence from the relevant Macau authorities.
Moreover, the direction of any works carried out in Macau must be done by a technician also
duly registered with the DSSOPT.

According to the General Construction Works Regulation, in order to legally carry out
construction works in Macau, a constructor, individual or corporate, must register with the
DSSOPT, and such registration shall be renewed annually.

The registration as a constructor with the DSSOPT is valid for a period of one year, i.e.,
until the end of the civil year in which it was requested, and its renewal must be requested
during the month of January of each subsequent civil year. Failure to comply with this deadline
will result in the expiration of the registration as constructor with the DSSOPT.

For each project, the constructor should have a technician responsible for the works, who
must also be registered as such with the DSSOPT. The qualifications of the applicant
technician shall be assessed based on the documents submitted to the DSSOPT at the time
of registration, namely a professional certificate and a declaration under oath regarding the
observation and fulfilment of regulatory and technical provisions applicable to technicians
responsible for works.
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B. Laws and regulations in relation to the leasing of construction installations and
equipment

There are currently no specific laws and regulations governing the leasing service of
construction installations and equipment. Such activity is subject to the general rules of the
Macau Civil Code and the Macau Commercial Code relating to the provision of services.

C. Laws and Regulations in relation to Taxation

All corporations engaging in commercial activities in Macau are liable to Corporate Profits
Tax and should be registered with the Macau Financial Services Bureau for tax purposes.

D. Laws and Regulations in relation to Environmental Protection

The guidelines and fundamental principles governing environmental policy in Macau are
set out in Law no. 2/91/M, dated 11 March 1991 (the Macau Environmental Law), which seeks
to enhance the protection and sustainable development of the environment. As a general
principle, the Macau Environmental Law prescribes that everyone has the right to an
ecologically balanced environment, as well as the duty to collectively promote an improved
quality of life.

In order to achieve this goal, all projects and constructions which may affect the
environment or the health of citizens must be subject to a preliminary study of environmental
impact. Moreover, the Macau Environmental Law prescribes that violations of the
environmental legislation will be punished with civil liability, administrative fines or criminal
liability (Article 268 of the Macau Criminal Code prescribes pollution-related crimes),
depending on the degree of the violation in question. Also, injunctions may be granted in order
to cease environmental infringements. The regulatory authority in charge of monitoring
environmental protection matters is the Environmental Protection Services Bureau. However,
police authorities are also legally entitled to impose preventive measures with respect to time
period restrictions.

In relation to noise pollution in particular, Law no. 8/2014, which entered into force on 22
February 2015 and revoked Decree Law no. 54/94/M, establishes rules on prevention and
control of environmental noise pollution and sets noise limits. Pursuant to this Law, the use of
pile-driving hammers is not allowed on Sundays and on holidays, as well as between 7 p.m.
and 9 a.m. on weekdays. Moreover, the use of mechanical equipment, fixed or mobile, in
construction works less than 200 meters from residential buildings and hospitals is prohibited
on Sundays and on holidays, as well as between 8 p.m. and 8 a.m. on weekdays.

In relation to water and marine pollution, in particular, Decree Law no. 46/96/M defines
the technical conditions that must be satisfied in order to ensure the global functioning of the
public water distribution system, the preservation of public health, and the safety of the water
installations and their users, whereas Decree Law no. 35/97/M provides for the protection of
the marine environment from pollution. The latter further prohibits the discharge of any solid
or liquid residues, in particular petroleum or chemical substances, which may contaminate
marine water, beaches or coastal areas and affect their flora and fauna wildlife.
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E. Laws and Regulations in relation to Labour, Health and Safety

The legal regime of labour matters in Macau is developed based on Law no. 4/98/M, dated
27 July 1998 (Framework Law on Employment Policy and Worker’s Rights) which prescribes
general principles and directions of labour legislations in different aspects. Besides the above
legislation, Law no. 7/2008, dated 18 August 2008 (Labour Relations Law) plays an important
role in labour legal regime. It stipulates the basic requirements and conditions for all labour
relations, except for those which have been excluded explicitly therein. In general, such
requirements and conditions stipulated cannot be prevailed by mutual agreement. In addition,
all the working conditions of labour relations should not be lower than the basic conditions
stipulated therein.

As an employer, a contractor (whether or not it is incorporated in Macau) shall have to
comply with the conditions prescribed under Decree Law no. 44/91/M (approval of regulation
of working safety and hygiene of civil construction of Macau) for its working places in order to
provide a safe and clean working condition for its employees. Otherwise, fines of up to
MOP30,000 and precautionary measures will be imposed according to Decree Law no.
67/92/M (determination of sanctions for the non-compliance of regulation of working safety and
hygiene of civil construction of Macau).

As stipulated under Law no. 4/2010 (approval of social security regime) and Decree Law
no. 40/95/M (approval of legal regime of reparation of damages caused by industrial accidents
and occupational diseases), a contractor (whether or not it is incorporated in Macau) has to
participate and contribute to the mandatory social security funds and to purchase compulsory
industrial accident insurance for its Macau employees in accordance with relevant applicable
legislation, otherwise, an administrative fine of up to MOP1,333 and MOP®6,250, respectively
will be charged as legal sanction.

All employees of a contractor (whether or not it is incorporated in Macau) who works in
Macau have to be Macau residents, non-permanent or permanent, or to be holders of working
permits in case of foreign workers. Except for situations stated under Administrative
Regulation no. 17/2004, dated 14 June 2004, partially revoked by Law no. 21/2009 (Regulation
on Prohibition of lllegal Work) with a very limit scope, workers other than those
abovementioned will be considered as illegal workers in Macau and the employers will be
criminally liable under Law no. 6/2004, dated 2 August 2004, altered by Law no. 21/2009 (Law
of lllegal Immigration and Expulsion) and subject to an administrative fine of up to
MOP20,000.00 per employee under the above-mentioned administrative regulation.

In relation to the issue of illegal workers in Macau, only the party who is directly
responsible for the employment of illegal workers in Macau shall have criminal or
administrative liability under Macau laws.

The Macau Labour Relations Law of 2008 establishes the general regime of labour
relations, containing various rules concerning employment contracts that range from, but are
not limited to, general principles applicable to employment relationships, duties and
obligations of the employer and the employee, probation period, employment contract
requirements, employment contract for a fixed period, working hours, overtime, weekly
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time-off, annual leave, and compensation in case of contract termination without justifiable
cause. The regulatory authority in charge of monitoring compliance with the labour, safety and
insurance regime is the Labour Department, in general, and DSSOPT with respect to
construction sites, in particular.

Regarding the employment of foreign labour, it is important to note that non-residents of
Macau are generally not permitted to work unless a proper work permit has been obtained. The
employment of such workers is subject to strict regulations included in Law no. 21/2009, which
sets forth the terms for granting and renewing work permits for non-resident workers,
determines measures to ensure the equal treatment of Macau resident and non-resident
workers and establishes minimum contract terms and limits on the duration of employment
contracts with non-resident employees.

Non-compliance with the rules included in Law no. 21/2009 may constitute administrative
offenses, sanctioned with fines and accessory sanctions of revocation of all or part of the
authorisations to employ non-resident workers along with the prohibition to request new
authorisations for a period of 6 months to 2 years, and/or criminal offenses related to illegal
employment, sanctioned with effective incarceration periods, fines and/or accessory sanctions
of (i) revocation of all or part of the authorisations to employ non-resident workers and the
prohibition for a period of 6 months to 2 years to request new authorisations; (ii) prohibition,
for a period of 6 months to 2 years, to participate in public tenders related to public works or
public concessions; and (iii) prohibition, for the period of 6 months to 2 years, to receive any
subsidies or benefits conferred by Macau public entities.

Regarding the working environment, an employer must comply with the rules provided
under the General Regulation of Work Safety and Hygiene of Offices, Services and
Commercial Establishments, in order to provide a safe and clean working environment for its
employees. Failure to comply with those rules may result in the application of fines to the
employer, according to the provisions set out by Decree Law no. 13/91/M (sanctions for the
non-compliance with the General Regulation of working safety and hygiene of office, service
and commercial establishments).

Moreover, an employer must comply with the rules provided under Decree Law no.
44/91/M (General Regulation of Working Safety and Hygiene in the Construction Industry) and
Decree Law no. 34/93/M (Legal Regime of Noise at Work), in order to provide a safe, clean and
environmentally friendly working conditions for employees. Failure to comply with those rules
may result in the application of fines, according to the provisions set out by Decree Law no.
67/92/M and Decree Law no. 48/94/M.

Pursuant to Decree Law no. 40/95/M (Legal Regime of Compensation of Damages
Caused by Industrial Accidents and Occupational Diseases), employers must provide
industrial accident insurance for its employees. In case the employer fails to provide such
insurance, fines may be charged as legal sanction.
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OVERVIEW

Our Company was incorporated on 18 July 1995 in Bermuda and is the holding company
of our Group. Since the incorporation of our Company, our founder, Dr. Poon, has controlled
all of our operating subsidiaries. For details on the shareholding structure of our Group
companies, see “Reorganisation — Reorganisation Steps” in this section below.

Immediately upon the Capitalisation Issue and the Global Offering (without taking into
account the Shares to be issued upon the exercise of the Over-allotment Option and the
options of which may be granted under the Share Option Scheme), Dr. Poon, through The Otto
Poon Family Trust, Ardik Investment and Arling Investment, will hold approximately 63.48% of
the voting rights in our Company.

OUR HISTORY

Our Group was founded in 1977 by Dr. Poon and through years of history, has developed
into a well-established electrical, mechanical and environmental engineering group
headquartered in Hong Kong which serves customers primarily in Hong Kong, Macau and
Mainland China.

Standing by our motto of “We commit, we perform, we deliver”, our management has, in
40 years, managed to grow the scale of operations of our Group substantially. We started off
as a trading company which focused on the selling of E&M equipment. Building on our
accumulated experience, we expanded into the contracting and maintenance service market
in the late 1970s and subsequently, with our well-developed skill sets, we managed to obtain
various licences and qualifications which enabled us to become an electrical, mechanical and
environmental engineering contractor to serve customers in both the government and
non-government sectors.

We provide electrical, mechanical and environmental engineering-related services to a
wide spectrum of customers in different segments, including building services engineering,
environmental engineering, ICBT solutions and lift and escalators.

Our first Group company was incorporated in 1977 with the company name “Analogue
Technical Agencies Limited” by Dr. Poon using his own personal resources, with shares
allotted and issued to other minority shareholders, namely, Seconda Limited, Mr. Fong Chun
Yau (also a former director and former shareholder of a number of our other Group companies
prior to the Track Record Period), Mr. Cheng and Mr. Law over the years. Its name was
changed to “ATAL Engineering Limited (%% TFAM/ZAF)” in 1994, Pursuant to the
reorganisation of our Group in September 1995, ATAL Engineering became a wholly owned
subsidiary of our Company. Immediately prior to the reorganisation, ATAL Engineering was
owned as to 93.0% by Dr. Poon, 2.2% by each of Mr. Cheng, Mr. Law and Mr. Fong Chun Yau,
and 0.4% by Seconda Limited. In the reorganisation, HSBC International Trustee Limited (the
trustee of The Otto Poon Family Trust) and Seconda Limited (as trustee of Mr. Robert Simone)
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subscribed for 9,556 Shares and 44 Shares at par value, respectively, and Mr. Cheng, Mr.
Fong Chun Yau, Mr. Law and Mr. David Cheung Kwok Kuen (each an employee of our Group
at the relevant time) subscribed for 600 Shares, 600 Shares, 600 Shares and 600 Shares at
par value respectively. Immediately upon completion of the reorganisation, our Company was
held as to 79.6% by HSBC International Trustee Limited, 5% by each of Mr. Cheng, Mr. Law,
Mr. Fong Chun Yau and Mr. David Cheung Kwok Kuen, and 0.4% by Seconda Limited. In June
1999, HSBC International Trustee Limited subscribed for an additional 600 new shares at par
value. At the same time, our Company repurchased 600 shares from Mr. David Cheung Kwok
Kuen at a consideration of HK$500,000 since Mr. David Cheung Kwok Kuen resigned from our
Group with effect from 1 April 1998. In April 2010, Mr. Robert Simone transferred the beneficial
interest in his 44 Shares to Dr. Poon at a consideration of HK$1 million as he wished to dispose
of his shares in our Company. Subsequently, in December 2014, Seconda Limited also
transferred the legal title in the 44 Shares to Dr. Poon at nil consideration. To the best
knowledge of our Directors, the respective considerations for the repurchase of Shares from
Mr. David Cheung Kwok Kuen by our Company in June 1999 and the transfer of the beneficial
interest in Shares from Mr. Robert Simone to Dr. Poon in April 2010 were determined based
on arm’s length negotiations between the relevant parties, taking into account (i) the financial
performance and net asset value of our Company at the time of each of the relevant
transactions and (ii) the respective contributions of Mr. David Cheung Kwok Kuen and Mr.
Robert Simone to our Company. In June 2017, Dr. Poon transferred his 44 Shares to Ms. Ng
Yuk Ling, Margaret by way of gift as a recognition of her contribution to the development of our
Group as a long-term employee. Since June 2017 and immediately prior to the Reorganisation,
our Company had been held as to 84.63% by HSBC International Trustee Limited, 5% by each
of Mr. Cheng, Mr. Law and Mr. Fong Chun Yau, and 0.37% by Ms. Ng Yuk Ling Margaret.

Upon completion of steps 1 to 4 of the Reorganisation (the details of which are disclosed
in “Reorganisation” in this section below) and up to the Latest Practicable Date, our Company
was held as to 84.63% by Arling Investment, 5% by Mr. Cheng, 5% by Mr. Fong Chun Yau, 5%
by Mr. Law and 0.37% by Ms. Ng Yuk Ling Margaret.

Arling Investment is an indirectly controlled entity of Dr. Poon, while Mr. Cheng (an
executive Director and chief executive officer of our Company), Mr. Law (an executive
Director) and Ms. Ng Yuk Ling Margaret (executive secretary to Dr. Poon) are employees of our
Group. Mr. Fong Chun Yau had first joined our Group in July 1978 and had been primarily
responsible for overseeing the Hong Kong, Macau and PRC environmental engineering
business segment of our Group. Mr. Fong Chun Yau was also a former director, supervisor
and/or shareholder of a number of our Company’s subsidiaries. During his service period, Mr.
Fong Chun Yau assumed the typical responsibilities and duties similar to other directors,
including preparation of tender, business terms negotiation and on-going monitoring of various
project progress. Following the Macau Incident (details of which are set out below in the
paragraph head “The Macau Incident” in this section), Mr. Fong Chun Yau had resigned and
ceased his various offices within our Group prior to his departure in August 2015.
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KEY BUSINESS MILESTONES

The following table sets out the key business milestones of our Group:

Year Event

1977......... Our Group was founded by Dr. Poon

1978......... We secured our first sewage treatment plant project in Hong Lok Yuen, Hong Kong

1985......... We secured our first major computer centre installation project in Hong Kong

1995......... We were first certified to 1ISO9001

1999......... We completed one of the world’s largest wastewater treatment plants

2002......... We set up our principal Mainland China office in Beijing

2002......... We set up our 24-hour, 365-day call centre to provide round-the-clock after-sale
service and technical back-up to our customers

2002......... We were first certified to OHSAS 18001

2008......... We completed the building management system for the then tallest building in
Central, Hong Kong

2003......... We first tapped into the Macau market by securing our first project in Macau

2004......... We secured the border control system project, i.e. the Automatic Passenger and
Vehicle Clearance System, including the “e-Channels”

2004......... We set up our manufacturing plant in Nanjing to manufacture elevators

2005......... We were first certified to ISO 14001

2011 ........ We secured our first major infrastructure project for a railway operator listed in
Hong Kong

2011 ........ We secured our first major data centre project for a listed company in Hong Kong

2014......... We secured our first building services project in the healthcare sector

2014......... We secured the first organic waste treatment facilities project in Hong Kong
through a joint venture

2017......... Our Group’s 40th anniversary

2017 ........ We secured our first HK$100 million escalator contract

2017 ........ Nanjing Canatal, an associate of our Company, was listed on the main board of the

Shanghai Stock Exchange. Please see “Our Interest in Nanjing Canatal” below for
further information

2018......... We secured one of the largest data centre projects of the Hong Kong Government
as at the Latest Practicable Date

2019......... We secured our first modular integrated construction (MiC) project in building
services installation in Hong Kong, whereby integrated modules completed with
finishes, fixtures and fittings are manufactured in a prefabrication factory and then
transported to site for installation
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OUR GROUP COMPANIES

As at the Latest Practicable Date, our Group comprised of our Company and the following
subsidiaries:-

Date of
Principal business Date of commencement Place of Share capital
Name of subsidiary activities incorporation of business incorporation structure™
Analogue Building Designing, installing 30 April 2014 30 April 2014 Macau MOP 25,000.00
Services (Macao) and maintenance
Limited services on building
(Lt EFMB(RM)  services systems and
HBRAA]) fire systems
engineering
Analogue Technical Supplying electrical 15 February 23 May 1994 Hong Kong HKD1,014,973.26
Agencies Limited and mechanical 1994
(- TFRE ZA MR materials and
) equipment and
providing associated
installation services
Analogue Technical Supplying electrical, 22 July 2009 22 July 2009 PRC USD4,000,000
Agencies (Shanghai) mechanical and
Limited* environmental
(LY TR (L materials and
1) A R ) equipment and

providing associated
installation and
maintenance services

Anlev Elex Elevator Providing installation 29 January 31 March 1992 Hong Kong HKD55,000,000
Limited and maintenance 1991
(I BHARAT)  services of lifts,
escalators and
travellators

Anlev (HK) Limited Designing and trading 5 March 2001 5 March 2001 Hong Kong HKD4,000,000
(Lt BHBABRAT)  of escalators and
moving walkways

Anlev Industrial Investment holding 22 May 2012 22 May 2012 Hong Kong HKD119,340,001
Limited
(% wh L2EABRA A])
ATAL Building Services Electrical, mechanical 19 April 1999 1 December Hong Kong HKD40,000,000
Engineering Limited and building services 2009
(ZYHM B LA contractor in design,
PR ) installation and
maintenance of
building and

infrastructure projects
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Name of subsidiary

Principal business
activities

Date of
incorporation

Date of

commencement

of business

Place of
incorporation

Share capital
structure™

ATAL Building Services
(Macao) Limited
(%482 F IHs (M)
LA

ATAL Data Centre
Infrastructure
Limited
(4B o Rk
AR T

ATAL Engineering
Limited
(ZSETREA RAT])

ATAL Engineering
(Macao) Limited
(%246 TRE (IR P) A BR
2wl)

ATAL Engineering
(Shanghai) Limited*
(B YRl 2 4 TR
(i) A RA )

ATAL Environmental
Engineering Limited
(ZHEBREE TR AR
24 7)

ATAL Management
Services Limited

(% B H R A
)

ATAL Technologies
Limited
(ZEERHE TR IR

A7)

Designing, installing
and maintenance
services on building
services systems and
fire systems
engineering

Providing data centre
and critical facilities
infrastructure supports

Electrical, mechanical
and environmental
engineering contractor
on construction and
infrastructure projects

Electrical, material
and environmental
engineering contractor
on construction and
infrastructure projects

Electrical, material
and environmental
engineering contractor
on construction and
infrastructure projects

Dormant

Provision of property
management services

Provision of solution
to the integration of
information
technology,
communications and
security systems, and
in the development of
related technologies
and applications

12 February
2010

11 March
2011

7 October
1977

21 December
2004

28 February
2005

19 April 1999

5 February

2018

19 September
2001

111

26 February
2010

14 March 2011

7 October 1977

21 December
2004

28 February
2005

Not yet
commence

5 February
2018

19 September
2001

Macau MOP25,000.00
Hong Kong HKD20,000,000
Hong Kong HKD40,000,000
Macau MOP25,000.00
PRC RMB52,000,000
Hong Kong HKD2

Hong Kong HKD10,000
Hong Kong HKD19,000,000
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Date of
Principal business Date of commencement Place of Share capital
Name of subsidiary activities incorporation of business incorporation structure™
ATAL Technologies Inactive 16 January 22 January Macau MOP25,000.00
(Macao) Limited 2008 2008
(2 SERHT R ()
AR A
LATA Limited Investment holding 26 March 26 March 2018 Hong Kong HKD10,000
2018
Nanjing Analogue Manufacturing and 29 August 29 August 2009 PRC uUSD210,000
Technologies sale of hardware, 2009
Limited* software and
3 L ICiREE:T electronic systems
A BR2 7]
Nanjing Anlev Elevator Manufacturing and 29 July 2003 29 July 2003 PRC USD15,300,000
Limited* sale of escalators and
(P Lt A R moving walkways
A
Pedarco International  Development, 3 July 2013 3 July 2013 Hong Kong HKD203,000
Limited production and
marketing of
automated movement
systems
Note:

The share capital structure of subsidiaries incorporated in Hong Kong refers to their respective issued share capital
and that of subsidiaries incorporated in Macau and the PRC refers to their respective registered share capital. As at
the Latest Practicable Date, the registered capital of ATAL Engineering (Shanghai) was RMB52,000,000, among which
US$4,900,000 (equivalent to approximately RMB35,960,782) was paid-up and the remaining RMB16,039,218 shall be
paid-up by 31 December 2020 pursuant to its articles of association. As at the Latest Practicable Date, save for the
registered capital of ATAL Engineering (Shanghai), all share capital under the “Share capital structure” column were

fully paid-up.

Our Interest in Nanjing Canatal

In 2003, we set up Nanjing Canatal, a joint venture in Mainland China in which we held
55%. Nanjing Canatal is engaged in research and development and production of precision
air-conditioning systems, such as data room air-conditioning systems, with advanced
energy-saving and temperature control technologies. It offers a wide range of precision
air-conditioning and refrigerating system products, has built up a wide sales network in
Mainland China, and has been recognised by numerous awards. In November 2017, Nanjing
Canatal was listed on the main board of the Shanghai Stock Exchange. As at the Latest
Practicable Date, we held 25.81% of Nanjing Canatal.
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REORGANISATION

Shareholding and Corporate Structure prior to Implementation of the Reorganisation

The following chart illustrates the simplified shareholding and corporate structure of our
Group immediately prior to the Reorganisation:

l HSBC International Trustee Limilcdl l Minority shareholders" l
84.63% 1537% |
’ Our Company ‘
100% 100% 96% 100%
{ ATAL Enginccring Limited | F ATAL Technologies Limited | | ATAL Engincering (Macao) Limied® | Wise Eagle Holdings Limited

100% 96%| 96% 100%

——| ATAL Engineering (Shanghai) Limited ‘ -| ATAL Technologies (Macao) Limiled”" Analogue Building Services (Macao) Limited ‘1" Perfect Motive Limited
1009 - —— 96%

‘ ATAL Environmental Engineering Limited ‘ <‘ Anlev Industrial Limited ‘ ATAL Building Services (Macao) Limited ‘

87% ATAL Belgoprocess Joint Venture Limited”"

Anlev (HK) Limited ‘

4‘ ATAL Building Services Engineering Limited‘ Pedarco International Limited ‘

Anlev Elex Elevator Limited ‘

AQATAL Data Centre Infrastructure Limited ‘

Nanjing Anlev Elevator Limited ‘

7‘Analogue Technical Agencies Limited ‘

A'Analogue Technical Agencies (Shanghai) Limited ‘

7‘ Nanjing Analogue Technologies Limited ‘

7‘ Nanjing ATAL Electrical & Mechanical Co. Ltd.®

Note 1: Apart from the shareholding of HSBC International Trustee Limited, our Company was owned as to 5% by
Mr. Cheng, 5% by Mr. Fong Chun Yau, 5% by Mr. Law and 0.37% by Ms. Ng Yuk Ling Margaret.

Note 2: Each of (i) ATAL Technologies (Macao) and (ii) ATAL Engineering (Macao), Analogue Building Services
(Macao) and ATAL Building Services (Macao) was held as to 4% by Dr. Poon on behalf of (i) ATAL
Technologies and (ii) our Company, respectively.

Note 3: ATAL Belgoprocess Joint Venture was owned as to 13% by Belgoprocess, a joint venture partner of ATAL
Belgoprocess Joint Venture, prior to its deregistration on 15 June 2018.

Note 4: Nanjing ATAL Electrical & Mechanical was wholly-owned by our Company prior to its de-registration on 25
July 2018.

Reorganisation Steps

In preparation for the Listing, we have implemented the following Reorganisation steps:

1. Incorporation of Ardik Investment

Ardik Investment has been incorporated on 8 December 2017 as a wholly owned
subsidiary of HSBC International Trustee Limited, the trustee of The Otto Poon Family Trust.
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2. Incorporation of Arling Investment

Arling Investment has been incorporated on 8 December 2017 as a wholly owned
subsidiary of HSBC International Trustee Limited, the trustee of The Otto Poon Family Trust.

3. Transfer of 10,156 issued shares (representing 84.63%) in the share capital of our
Company from HSBC International Trustee Limited to Arling Investment

On 22 December 2017, HSBC International Trustee Limited transferred its interest in the
said 10,156 shares of our Company to Arling Investment in consideration of Arling Investment
issuing 1 share in Arling Investment to HSBC International Trustee Limited.

4. Transfer of the entire issued share capital of Arling Investment to Ardik Investment

On 22 December 2017, HSBC International Trustee Limited transferred its interest in the
entire issued share of Arling Investment to Ardik Investment in consideration of Ardik
Investment issuing 1 share in Ardik Investment to HSBC International Trustee Limited.

5. Transfer of 4% of the registered share capital of each of our Macau subsidiaries from Dr.
Poon to our Group

In order to streamline our corporate and shareholding structure, on 16 May 2018, Dr.
Poon transferred to LATA, our wholly-owned subsidiary, his MOP 1,000 quota in each of (i)
ATAL Technologies (Macao) and (ii) ATAL Engineering (Macao), Analogue Building Services
(Macao) and ATAL Building Services (Macao) (representing 4% of each of their registered
share capitals) which he held on behalf of (i) ATAL Technologies and (ii) our Company,
respectively, since the respective dates of incorporation of the Macau-incorporated
subsidiaries. Upon completion of the said quota transfers, each of our Macau-incorporated
subsidiaries became wholly-owned by our Company.

6. Allotment and issuance of 9,999 new shares in Wise Eagle to our Company

On 18 April 2018, our Company subscribed for, and was allotted and issued with, an
additional 9,999 new shares in Wise Eagle at par in contemplation of the declaration of
dividend by way of distribution in specie of its shareholding interest in Wise Eagle as detailed
below. Wise Eagle wholly owns Perfect Motive, a property holding company, which owns 12/F
and 13/F of Island Place Tower, North Point, Hong Kong.
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7. Disposal of the entire issued share capital of Wise Eagle by our Company by way of
distribution in specie

On 18 April 2018, our Company declared and paid a dividend by way of distribution in
specie of its shareholding interest in Wise Eagle. Following the payment of such dividend,
Wise Eagle became held as to 84.63%, 5%, 5%, 5% and 0.37% by Arling Investment, Mr.
Cheng, Mr. Fong Chun Yau, Mr. Law and Ms. Ng Yuk Ling, Margaret respectively, and our
Company ceased to hold any interest in Wise Eagle.

8. Increase our authorised share capital

In contemplation of the Global Offering, the authorised share capital of our Company was
increased, pursuant to the written resolutions of our Shareholders passed on 14 September
2018, by HK$1,000,000,000 by the creation of 100,000,000,000 Shares with par value of
HK$0.01 each, ranking pari passu in all respects with the then existing shares of our Company.
Immediately following such increase, the authorised share capital of our Company was
US$12,600 divided into 12,600 shares with a par value of US$1.00 each and
HK$1,000,000,000 divided into 100,000,000,000 Shares with par value of HK$0.01 each.

On the same day, our Company allotted and issued 7,921,680 Shares to Arling
Investment at par value for HK$79,216.80, 468,000 Shares to each of Mr. Cheng, Mr. Fong
Chun Yau and Mr. Law at par value for HK$4,680 respectively, and 34,320 Shares to Ms. Ng
Yuk Ling Margaret at par value for HK$343.20, which were set-off against and funded out of
the repurchase price paid by our Company for the repurchase of 10,156 shares of our
Company with par value of US$1.00 each for a total repurchase price of US$10,156 from Arling
Investment, 600 shares of our Company with par value of US$1.00 each for a total repurchase
price of US$600 from each of Mr. Cheng, Mr. Fong Chun Yau and Mr. Law, and 44 shares of
our Company with par value of US$1.00 each from Ms. Ng Yuk Ling Margaret for a total
repurchase price of US$44.

Following the said repurchase, the authorised but unissued share capital of our Company
was diminished by cancellation of all the unissued share capital of our Company with par value
of US$1.00 each in the share capital of our Company pursuant to the written resolutions of our
Shareholders passed on 14 September 2018. After such cancellation, our share capital has
become HK$1,000,000,000 divided into 100,000,000,000 Shares with par value of HK$0.01
each.
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The following chart illustrates the shareholding and corporate structure of our Group
immediately following completion of the above Reorganisation:

l HSBC International Trustee Limited ‘

100%

l Ardik Investment Limited ‘
100% |

l Arling Investment Limited ‘ Minority shareholders"” ‘
84.63% 15.37%
’ Our Company ‘
100% 100% 96%
ATAL Engineering Limited ‘ ﬂ ATAL Technologies Limited ‘ “‘ ATAL Engineering (Macao) Limited® ‘
100% - - A ‘ 96% N S
———| ATAL Engineering (Shanghai) Limited ‘ L——" ATAL Technologies (Macao) Limited® ‘ Analogue Building Services (Macao) Limited®
100%
ATAL Environmental Engineering Limited ‘ ﬁ Anlev Industrial Limited ‘ ‘ ATAL Building Services (Macao) Limited®
o - I, 100%
4‘ ATAL Building Services Engineering Limited H( Anlev (HK) Limited ‘
100%
— Pedarco International Limited
4{ ATAL Data Centre Infrastructure Limited ‘
100%
4{ Anlev Elex Elevator Limited ‘
4{ Analogue Technical Agencies Limited ‘
100%
4L{ Nanjing Anlev Elevator Limited ‘
—{ ATAL Management Services Limited ‘
*‘ Analogue Technical Agencies (Shanghai) Limited
7‘ Nanjing Analogue Technologies Limited ‘

—‘ LATA Limited® ‘

Note 1: Our Company is owned as to 5% by Mr. Cheng, 5% by Mr. Fong Chun Yau, 5% by Mr. Law and 0.37% by Ms.
Ng Yuk Ling Margaret.

Note 2: Each of (i) ATAL Technologies (Macao) and (ii) ATAL Engineering (Macao), Analogue Building Services
(Macao) and ATAL Building Services (Macao) is owned as to 96% by (i) ATAL Technologies and (ii) our

Company, respectively, and 4% by our wholly-owned subsidiary, LATA.

As at the date of this prospectus, with the exception of the Capitalisation Issue which is
expected to take place on the Listing Date, all steps of our Reorganisation have been properly
and legally completed and settled and no approval is required from the relevant regulatory
authorities.

CAPITALISATION ISSUE

Pursuant to the resolutions of our Shareholders passed on 14 September 2018 (details
of which are set forth in Appendix IV to this prospectus), conditional upon the share premium
account of our Company being credited as a result of the issue of the Offer Shares pursuant
to the Global Offering, our Directors were authorised to issue a total of 1,040,640,000 Shares,
credited as fully paid, at par to our Shareholders whose names appear on the register of
members of our Company at the close of business on 11 October 2018 (or any other date as
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our Directors may direct) in proportion (as nearly as possible without involving fractions so that
no fraction of a Share shall be allotted) to their then respective shareholdings by way of
capitalisation of the sum of HK$10,406,400 standing to the credit of the share premium
account of our Company, and such Shares to be issued pursuant to the Capitalisation Issue
shall rank pari passu in all respects with the existing Shares.

The following chart illustrates our shareholding and corporate structure upon completion
of the Global Offering and the Capitalisation Issue (without taking into account any Shares
which may be issued upon any exercise of the Over-allotment Option):

‘ HSBC International Trustee Limited®

100%

Ardik Investment Limited” ‘

100% |

l Arling Investment Limited® ‘ l Minority shareholders'” ‘ l Public
63.48% | 1152% 25%
’ Our Company ‘
100% 100% 96%

ATAL Engineering Limited ‘ ~< ATAL Technologies Limited ‘ “‘ ATAL Engineering (Macao) Limited® ‘

— ,., 96% ) — — - .

ATAL Engineering (Shanghai) Limited ATAL Technologies (Macao) Limited Analogue Building Services (Macao) Limited”

100%

ATAL Environmental Engineering Limited ‘ <{ Anlev Industrial Limited ‘ % ATAL Building Services (Macao) Limited® ‘

100%
H Anlev (HK) Limited ‘

100%

4‘ ATAL Building Services Engineering Limited

Pedarco International Limited ‘

100% ‘
‘ Anlev Elex Elevator Limited ‘

100%
‘ 4{ Nanjing Anlev Elevator Limited ‘

*‘ Analogue Technical Agencies (Shanghai) Limited

—{ ATAL Data Centre Infrastructure Limited ‘

—4 Analogue Technical Agencies Limited

— ‘ ATAL Management Services Limited ‘

7‘ Nanjing Analogue Technologies Limited ‘

*‘ LATA Limited® ‘

Note 1: Our Company will be owned as to 3.75% by Mr. Cheng, 3.75% by Mr. Fong Chun Yau, 3.75% by Mr. Law and
0.27% by Ms. Ng Yuk Ling Margaret upon completion of the Global Offering and the Capitalisation Issue.

Note 2: Each of (i) ATAL Technologies (Macao) and (ii) ATAL Engineering (Macao), Analogue Building Services
(Macao) and ATAL Building Services (Macao) is owned as to 96% by (i) ATAL Technologies and (ii) our
Company, respectively, and 4% by our wholly-owned subsidiary, LATA.

Note 3: Pursuant to the trust deed of The Otto Poon Family Trust, HSBC International Trustee Limited shall, and shall
procure Ardik Investment to, act in accordance with and implement the written directions of Dr. Poon, being
the settlor of The Otto Poon Family Trust, including directions in respect of the voting and other powers
attributable to their interest (whether directly or indirectly) in Arling Investment. HSBC International Trustee
Limited and Ardik Investment are thus not entitled to exercise or control the exercise of 30% or more of the
voting power at general meetings of our Company and will not be our Controlling Shareholders under the
Listing Rules upon completion of the Capitalisation Issue and the Global Offering.
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The Macau Incident

Mr. Fong Chun Yau (“Mr. Fong”), an ex-director of our Company, was found guilty by the
Courts of Macau of 3 counts of bribery charges (the “Macau Incident”) as he was identified
as the person-in-charge of ATAL Engineering at the relevant time in 2004 to 2006, when ATAL
Engineering formed joint ventures with 3 other joint venture partners, who are referred to
below as joint venture partner A (“Partner A”), joint venture partner B (“Partner B”) and joint
venture partner C (“Partner C”) and were awarded the contracts of three projects from the
Macau government. Based on information available to our Company, (i) Partner A was an
environmental services and solutions provider in the fields of water, air and waste treatment
as well as new energy recovery and headquartered in Belgium, with strong project references
including municipal wastewater treatment plants in Mainland China, Macau and Belgium, water
treatment plants in the Middle East and Africa, and waste treatment plants in Belgium and
Saudi Arabia; and (ii) Partner B and Partner C were respectively the Hong Kong and Macau
subsidiaries of a construction contractor listed on the Main Board of the Stock Exchange and
principally engaged in building construction and civil engineering operations as well as other
peripheral operations such as foundation work, mechanical and electrical engineering and
infrastructure investment. As at the Latest Practicable Date, Partner B was registered on the
WBDB’s List of Approved Contractors as an approved contractor for Public Works for the
categories of Buildings, Port Works, Roads and Drainage, Site Formation and Waterworks.

According to the judgment of Court of First Instance of Macau (the “CFI Judgment”), it
was found that ATAL Engineering, Partner B and Partner C paid their agreed portion of
consultancy fees to entities understood to be the respective consultant responsible for the
three projects for advising the joint venture on the project management, tender preparation
and other aspects of which the consultant claimed to possess local knowledge. Such payment
was directed to the consultant of the relevant joint venture projects.

However, such consultancy fees were found to be subsequently paid to Mr. Ao Man Lung
(“Mr. Ao”), who was the former Secretary for Transport and Public Works of the Macau as
bribery money for Mr. Ao’s assistance in causing the relevant contracts of the three projects
to be awarded to the joint ventures formed among Partner A, Partner B, Partner C and ATAL
Engineering.

According to the CFIl Judgment, the bribery case concerned 3 projects in Macau which
were awarded to the joint ventures formed between ATAL Engineering and other third parties
respectively, as described below. These 3 projects are (i) “the Design/Build and
Operation/Maintenance of the Macau Cross Border Industrial Zone Wastewater Treatment
Plant” (the “First Project”), which was awarded to the First Project JV (as defined below) in
2005; (ii) “the Design/Build and Operation/Maintenance of the Macau Cross Border Industrial
Zone - 2nd Phase of Wastewater Treatment Plant” (the “Second Project”), which was awarded
to the Second Project JV (as defined below) in 2006; and (iii) “Design and Build of the 2nd
Phase Macau Coloane Wastewater Treatment Plant” (the “Third Project”), which was awarded
to the Third Project JV (as defined below) in 2006. Mr. Fong was a member of the management
committee of each of the above joint ventures, and participated in the management and
supervision of the operations of these joint ventures together with other management
committee members.
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The First Project

While our Group had been engaged in certain building works in Macau, we (including
ATAL Engineering) did not at the relevant time have much experience in the Macau
construction and engineering industry, and as invited by Partner A, ATAL Engineering decided
to form a joint venture with Partner A and Partner B for the purpose of bidding the First Project
(the “First Project JV”), which was our first environmental engineering project in Macau. ATAL
Engineering, Partner B and Partner A were interested in the First Project JV by 27.79%,
39.23% and 32.98%, respectively.

Prior to the parties forming the joint venture for carrying out the First Project, it was
agreed amongst them that Partner A would be responsible for employing and dealing with the
technical and marketing intelligence consultant(s) (the “Consultant(s)”) for the preparation of
the relevant tenders, and each joint venture partner should be responsible to pay for its own
share of the consultancy fee. With confidence in Partner A’s expertise in this aspect, ATAL
Engineering accepted that such Consultant be engaged by Partner A, and ATAL Engineering
understood that the Consultant would be responsible for advising the joint venture for the First
Project on the project management, tender preparation and other aspects of which it claimed
to possess local knowledge. It is confirmed that apart from such consultancy fee as mentioned,
no other fees had been paid to the Consultant(s).

After the First Project JV had been awarded the contract for the First Project through the
usual tendering process, ATAL Engineering (Macao) received an invoice from an associated
company of Partner A (the “Partner A Associated Company”) for a sum of MOP 555,621, as
consultancy fee for the First Project, which was calculated based on 3% of ATAL Engineering’s
portion of the awarded contract sum. Apart from Partner A Associated Company acting as the
consultant of the First Project, Partner A Associated Company has no other relation with our
Group, our Directors and senior management.

Upon Partner A identifying to ATAL Engineering that Partner A Associated Company was
the Consultant for the First Project, a payment request form was prepared under ATAL
Engineering’s then accounting procedures for the payment of consultancy fee for the First
Project to Partner A Associated Company in accordance with the terms of the joint venture
agreement for the First Project JV. In accordance with the then internal policy of ATAL
Engineering, Mr. Cheng and Mr. Law co-signed the cheque for a sum of US$68,050 (equivalent
to MOP 555,621) in the name of ATAL Engineering for remittance to the bank account of
Partner A Associated Company in Hong Kong.

The Second Project
Following the practice for the First Project, the same joint venture for the First Project (the
“Second Project JV”) secured the variation works (i.e. the Second Project) by means of

submission of variation quotation which was accepted by Macau government for upgrading the
process of the waste water treatment plant to tertiary treatment.
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According to the CFIl Judgment, a sum of MOP 90,000, as consultancy fee, should be
payable to Partner A Associated Company for the Second Project.

The Third Project

Similar to the First Project and the Second Project, another joint venture was formed
among Partner A, Partner C and ATAL Engineering (the “Third Project JV”). ATAL Engineering,
Partner C and Partner A were interested in the Third Project JV as to 24.767%, 48.455% and
26.778%, respectively.

Prior to forming the Third Project JV, it was again agreed amongst the joint venture
partners that each of them should be responsible to pay for its own share of the consultancy
fee to be incurred for the Third Project.

Following the Third Project JV’s success in obtaining the contract for the Third Project
through the usual tendering process, ATAL Engineering submitted a cheque to pay a
consultancy fee to the consultant company to the Third Project (“Third Project Consultant”)
in the sum of HK$1,882,056.40, which was calculated based on 3.4% of the awarded contract
sum translated into Hong Kong dollars. At the time of which the consultancy fee payment was
made, to the best of the then directors’ knowledge, apart from Third Project Consultant acting
as the consultant of the Third Project, Third Project Consultant has no other relation with our
Group, our Directors and senior management. It was only subsequently revealed to our
Directors when investigation and prosecution was brought regarding the Macau Incident, that
Third Project Consultant was in fact one of the shareholders of Partner A Associated Company.

The abovementioned consultancy fees were found to be subsequently paid to Mr. Ao, who
was the former Secretary for Transport and Public Works of Macau, by a representative of
Partner A, as bribery money for Mr. Ao’s assistance in causing the relevant contracts of the
three projects to be awarded to the three joint ventures formed among Partner A, ATAL
Engineering and Partner B/Partner C. Our Directors believed that they were only performing
their contractual obligations under the various agreements and had no knowledge of any
bribery arrangements until the Macau government stepped in to investigate.

According to the CFI Judgment (which was reaffirmed by the Macau Court of Second
Instance (“CSI”)), Mr. Fong was found guilty of the bribery offence and was sentenced to
imprisonment for 2 years and 10 months, for which probation has been granted by the court
for a period of 3 years on the condition that Mr. Fong shall, within 3 months from the date of
judgment, pay MOP 200,000 to the Macau government. A general manager of Partner A, the
head of civil engineering department of Partner B and a general manager of Partner C were
also found guilty of the bribery offence according to the CFI Judgment.

Upon the handing down of the judgment by CSI, the Macau Incident was concluded and

as such Mr. Fong decided to resign as a Director of our Company and ceased his various
offices with our Group prior to his departure in August 2015.
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Following his departure, Mr. Fong joined one of the General Consultants (as defined in
“Business — Subcontracting and Consultancy Arrangements — Consultancy Arrangements”).
During the Track Record Period, we had engaged this General Consultant and/or its associate
on more than 25 projects, among which Mr. Fong was deployed to two of these projects. The
contract sum for these two projects as at 31 December 2017 were HK$466 million and HK$190
million, respectively, and both projects had been completed as at the Latest Practicable Date.
In addition, for the purpose of satisfying the contract requirements of another project, a joint
venture set up by ATAL Engineering and two other joint venture partners solely for the purpose
of this project has employed Mr. Fong as the project director. The awarded contract sum for
this project was HK$3,142 million and this project was still on-going as at the Latest
Practicable Date, however, Mr. Fong had resigned from all his positions with this joint venture
with effect from 1 January 2018. We, accordingly, did not have any direct or indirect business
relationship with Mr. Fong as at the Latest Practicable Date.

Internal control on selection of joint venture partner(s) and their vendor(s)

To the best knowledge of the Directors, at the relevant time, in selecting our Group’s joint
venture partners, our Group had taken into account certain criteria, including, amongst others,
the assessment of proposed partner’s financial capability, competency in technological and
financial aspects, organizational structure, track records and job reference.

The above assessment and selection method had been adopted in the selection of the
joint venture partners in the First Project, the Second Project and the Third Project. ATAL
Engineering considered Partner A as a reputable international company that specialised in
waste water treatment works which not only possessed its own patented biological treatment
technology, but also had a strong management team and long-term local experience in Macau.
Partner B and Partner C were considered by ATAL Engineering as a well-established civil
engineering company that possessed strong local experience in Macau at the relevant time.

With confidence in the competency and local experience of Partner A, Partner B and
Partner C, ATAL Engineering accepted the consultant(s) as recommended by the respective
joint venture partner(s) in the First Project, Second Project and Third Project, and apart from
the due diligence on joint venture partners as mentioned above, there were no additional due
diligence carried out on the consultants recommended by the selected partners back then.

In light of the Macau Incident, we have engaged an independent internal control
consultant to assess the sufficiency of the internal control system of our Group. We have
adopted written procedures for the assessment and approval of suppliers and subcontractors
as recommended by the internal control consultant, which outlines the steps and the
respective personnel responsible for the assessment and approval process. Such procedures
and selection criteria (including but not limited to performance track records, legal and
regulatory compliance history and financial strengths) extended to the selection of joint
venture partners and their significant vendors (including consultants) and subcontractors, and
such selection shall be approved by the proper level of management.
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Macau Counsel’s legal advice

As advised by GS Law Firm, the Macau Counsel whom have been engaged by our
Company for the purpose of issuing legal advice in relation to the Macau Incident (the “Macau
Counsel”) under the relevant laws and regulations in Macau, criminal offences are generally
the liability of the subject defendant. However, where such offence involves money laundering
and if there are circumstances which suggest that a company is involved in criminal offences,
the Macau government is under the strict obligation to take action against such company.

As advised by the Macau Counsel, all investigations conducted by Macau Judicial Police
and Commission Against Corruption, as well as the trial at both the Court of First Instance and
the Court of Second Instance in Macau (“Macau Courts”) have been concluded, and there has
been no evidence proving that Mr. Fong was aware that the consultancy fees paid under the
joint venture agreements of the First Project, the Second Project and the Third Project were
to be paid to any company owned by Mr. Ao.

The Macau Counsel advised that the Macau Courts had come to the conclusion that
bribery had taken place based on a few key elements at the relevant time:

(i) cheques had been issued and/or payment had been wire-transferred from our Group
(on behalf of the Joint Ventures), as consultant fees to the contracted consultant
which was to provide professional consultancy services to the three projects;

(ii) the final beneficiaries of these amounts are two BVI companies, which ultimately
controlled by Mr. Ao (despite the fact that neither our Group nor the relevant joint
venture would be able to obtain such ownership structure through any commercial
background checks in Hong Kong and Macau);

(iii) Mr. Ao was the Secretary for Transport and Public Works of Macau;

(iv) contracts of the First Project, Second Project and Third Project were awarded to the
respective joint ventures formed by ATAL Engineering, Partner A and Partner
B/Partner C; and

(v) Macau Courts convicted Mr. Fong, together with the other defendants, of crimes of
bribery, mainly based on the fact that the final beneficiary of those amounts (the
consultant fee) is Mr. Ao, who was the official person entitled to approve the related
three projects.

Having considered the judgment from the Courts of Macau and the fact that no actions
have been taken against our Group, the Macau Counsel is of the view that the conviction
resulted from the Macau Incident is solely a personal liability of Mr. Fong. Should there be any
evidence which suggests that our Group or any of our Directors / employees (other than Mr.
Fong) had been involved in the bribery, actions should have been taken by the Macau
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government. Further, apart from Mr. Fong, the legal liability arising from the Macau Incident
has not been found to involve any other Group companies, shareholders and employees.
Given the nature of the criminal liability, the Macau Counsel confirmed that, in respect of the
Macau Incident, the legal consequences and liability will not extend beyond Mr. Fong’s
personal capacity. Further, under the applicable laws and regulations of Macau, the limitation
period for prosecution relating to bribery and money laundering activities ranges from 2 to 10
years from the time of the relevant event. The relevant projects and founded bribery actions
took place in 2004 to 2006, and as such, the Macau Counsel concluded that, the limitation
period for prosecution (if any) against our Group or any of our employees has already expired
and no action could be brought against our Group or any of our employees.

The Macau Counsel confirmed that the consultancy fee arrangement as stipulated in the
relevant joint venture agreements of the three projects does not violate any Macau laws and
regulations. Further, regarding the validity of the relevant contracts in the three projects
relating to the Macau Incident, the Macau Counsel advised that unless the Courts of Macau or
the administrative department of the government of Macau declare such contracts void, the
legality and validity of these contracts should not be affected by the conviction of Mr. Fong.

Our Directors’ view

Based on the Macau Counsel’s advice, our Directors are of the view that the Macau
Incident did not involve any wrongdoing or criminal acts by our Group or any of our current
directors or officers and no charges were laid against any such persons. As such the Macau
Incident has been concluded and does not have any legal impact on our Group. Further, the
three projects have been duly completed prior to the Track Record Period and none of the
contracts have been declared void by the Courts of Macau or the administrative department of
the government of Macau.
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OVERVIEW

We are a leading E&M engineering group in Hong Kong which provides multi-disciplinary
and comprehensive E&M engineering and technology services to a wide range of projects and
sectors in Hong Kong, Macau and Mainland China. We also manufacture lifts and escalators
and sell them internationally. According to the Frost & Sullivan Report, we were the largest
E&M engineering service provider in Hong Kong with a market share of approximately 9.1% in
terms of revenue in 2018.

Established in 1977, we began as an E&M equipment trading company and have evolved
into a comprehensive engineering service provider. Our principal business encompasses (i)
Building services — the design, installation and maintenance of E&M engineering systems in
buildings, data centres, healthcare and infrastructure facilities, (ii) Environmental engineering
— the design, build, operation and maintenance of environmental treatment systems, (iii)
Information, Communications, and Building Technologies (ICBT) — the design, hardware and
software development, engineering, installation and maintenance of information and
communication technologies solutions and intelligent and green building technologies
solutions, and (iv) Lifts and escalators — the design, manufacturing, installation and
maintenance of lifts and escalators. We generate our revenue from our four business
segments through (1) contracting services on a project basis, (2) providing operation and
maintenance services, and (3) sale of goods. Throughout our development, we have been
driven by our vision of becoming an innovative, leading and sustainable multi-disciplinary
engineering group.

We strive to ensure the quality, timeliness and cost-efficiency of our services and have
gained trust and respect from our customers. Our motto is “We commit, we perform, we
deliver.” We believe that we are viewed as a dependable contractor for projects with differing
degrees of technical complexity. This reputation is based on our ability to deliver engineering
excellence, our innovative and technologically advanced services and products, and our
responsiveness to customer needs. With a workforce of over 2,000 professional, technical and
supporting employees, a wide range of experience and expertise, and ability to innovate, we
are in a good position to capture growing business opportunities in the E&M engineering
market.

Set out below is a summary of our four principal businesses. Please see “Business

Segments” below in this section for a breakdown of our revenue by segments during the Track
Record Period.
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Our .
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our provision of involving government expertise in areas such escalators catering to
building services for clients as security, biometrics, different uses and
commercial and hardware and software requirements
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iahli lants in Hong Kong including escalators for
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¢ Data centres underground railway
e Healthcare facilities, systems in Korea,
e.g. hospitals the United Kingdom,
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With over 40 years of operating history, we have built up an extensive client network in
a broad spectrum of sectors with our one-stop E&M capability. Our clients include leading
property developers and construction companies, companies in the banking, healthcare,
entertainment, hospitality, education, information technology, data centre, utilities and
transportation sectors, government and public organisations.

The combined strengths of our four business segments have given us a proven track
record in major multi-disciplinary and multi-interface projects. During the Track Record Period
and up to the Latest Practicable Date, we have been awarded 127 projects with individual
awarded contract sum over HK$10 million for which tenders were submitted during the
aforementioned period. From the commencement of the Track Record Period to the Latest
Practicable Date, we had completed 11 major projects with individual awarded contract sum
over HK$200 million (“Major Projects”), comprising nine and two Major Projects in Hong Kong
and Mainland China, respectively. As at the Latest Practicable Date, we had 17 Major Projects
in progress with a total awarded contract sum of HK$5,108.2 million, including 14 Major
Projects for building services, two Major Projects for environmental engineering services, and
one Major Project for ICBT.
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Our notable projects during the Track Record Period and up to the Latest Practicable Date
include:

o E&M engineering installation services for the Hong Kong-Zhuhai-Macao Bridge
Hong Kong boundary crossing facilities, vehicle clearance plazas and ancillary
buildings and facilities, with scope of work including building services, environmental
engineering, ICBT and lift installations;

° Construction of the Stonecutters Island Sewage Treatment Plant, which has a
capacity to treat 2.45 million m® of wastewater per day, making it one of the world’s
largest chemically enhanced primary treatment plants;

° Design and construction of Hong Kong’s first organic waste treatment plant at Siu Ho
Wan which coverts organic wastes to biogas to generate electricity, with a daily
capacity to treat 200 tons of organic waste;

° Integrated building service installations for the expansion of the science park in Pak
Shek Kok, Hong Kong;

° Integrated E&M engineering works for a major Government data centre complex in
Cheung Sha Wan, Hong Kong;

° Design and construction of a data centre in Hong Kong for a major state-owned
telecommunication group in Mainland China;

o Design, manufacture, systems integration, installation and maintenance of Hong
Kong’s Automatic Passenger and Vehicle Clearance System, including the
“e-Channels”, at Hong Kong’s border crossing points;

o Renovation of the Central Mid-levels escalator system in Hong Kong with 18
escalators and 3 walkways;

o Development of major casinos and hotels for an international integrated resort
developer and operator in Macau; and

° Integrated building service installations at the Conghua Training Facility, a race
horse training centre in Conghua, Guangzhou, Mainland China, for a non-profit
horse racing club in Hong Kong, pursuant to a contract entered into between our
Group and a subsidiary of a leading construction company listed in Shanghai,
Mainland China and principally engaged as main contractor in building and
infrastructure construction in Mainland China (being Customer F as disclosed in
“Customers — Top Five Customers — FY2017” in this section below).

During the Track Record Period, our revenue increased from HK$4,411.7 million in
FY2016 to HK$5,966.0 million in FY2018, representing a CAGR of 16.3% from FY2016 to
FY2018. Our profit for the year increased from HK$120.8 million in FY2016 to HK$315.3
million in FY2018, representing a CAGR of 61.6% from FY2016 to FY2018.
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OUR COMPETITIVE STRENGTHS

We believe we possess the following strengths which have contributed to our success and
will enable us to achieve future growth.

We are a leading E&M engineering service provider with in-depth experience and a
proven record, well-positioned to capture opportunities in the market.

° Our leading industry position and achievements

We are a leading E&M engineering service provider in Hong Kong, with substantial
operations in Macau and Mainland China. According to the Frost & Sullivan Report, we were
the largest E&M engineering service provider in Hong Kong with a market share of
approximately 9.1% in terms of revenue in 2018.

We possess a wide range of relevant licences and qualifications necessary for
engagement in E&M engineering projects in Hong Kong, Macau and Mainland China. By virtue
of our track record and project portfolio, we are included on various lists of approved
contractors maintained by the departments of the Hong Kong Government responsible for E&M
engineering and other public works. According to the Frost & Sullivan Report, our Group is the
largest E&M engineering group in terms of number of E&M engineering-related categories
registered under the List of Approved Suppliers of Materials and Specialist Contractors for
Public Works of the WBDB as at 19 September 2018.

Our quality and achievements have been recognised in the market through the numerous
awards we have received over the years. We have received many awards from the Labour
Department, the Construction Industry Council and the Occupational Safety and Health
Council which recognise our outstanding safety and environmental standards and
performances, such as the Gold Award in the category of Public Work Sites — Repair,
Maintenance, Alteration and Addition Works in the 21st Considerate Contractors Site Award
Scheme. Our innovative project, the Tunnel Access Control System, won the Best Smart Hong
Kong (Internet of Things Application) Bronze Award in the Hong Kong ICT Awards. We were
engaged in the upgrading of the Stonecutters Island Sewage Treatment Plant, a crucial part
of the Harbour Area Treatment Scheme, which was awarded with a Tien-yow Jeme Civil
Engineering Prize (*F 8 + K T & K {fi42) as one of the most technically advanced projects in
China. We were also engaged in the design and construction of a data centre which was
awarded the China Construction and Engineering Luban Prize (4 E &5 T2 & PE48),

° Our illustrious project portfolio

We have worked on a large number of landmark projects of a high degree of complexity
and sophistication.

Our building services segment has been engaged in the E&M engineering installations

services for the Hong Kong-Zhuhai-Macao Bridge, Hong Kong boundary crossing facilities,
vehicle clearance plazas and ancillary buildings and facilities; the development of a number of
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major casinos and hotels in Macau; the design and construction of a data centre in Hong Kong
for a major state-owned telecommunication group in Mainland China; building services
projects for the railway system extension; and a major private hospital building in Hong Kong.

Our environmental engineering projects include the Harbour Area Treatment Scheme,
which was recognised as one of the Ten Hong Kong People Engineering Wonders in the 21st
Century by the Hong Kong Institute of Engineers in 2013. The segment has participated in the
design and construction of over 100 water and wastewater treatment facilities in Hong Kong
and in many parts of Mainland China. These include the Shandong Weihai Water Treatment
Works; Jilin Changchun No.5 Water Treatment Works; Hebei Tangshan Water Treatment
Works; and Hunan Hengyang Water Treatment Works. We are also engaged in a number of
design, build and operate projects of sewage and waste treatment facilities in Hong Kong,
including the sewage treatment plants at Pillar Point and San Wai, the organic waste treatment
plant at Siu Ho Wan in Hong Kong, and the sludge handling vessels for the Stonecutters Island
Sewage Treatment Plant.

Our ICBT projects include the design, manufacturing, installation and maintenance of
automatic passenger and vehicle clearance systems, including the “e-Channel” systems, at
boundary control points in Hong Kong; and the supply, installation, testing and commissioning
of integrated building management systems (BMS) for two phases of the science park in Pak
Shek Kok which is one of the largest BMS installations in Hong Kong.

Our lifts and escalators segment has supplied lifts and escalators to many major
developments in Hong Kong, including transportation terminals, universities, hospitals and
amusement parks. We have also supplied escalators for subway systems in Korea, the United
Kingdom, Italy and Australia.

° Well-positioned to capture growth opportunities

With our industry expertise, track record of projects and solid customer relationships, we
are frequently invited to participate in tenders for major projects. According to the Frost &
Sullivan Report, it is expected that revenue in the E&M engineering industry in Hong Kong,
Macau and Mainland China will grow at CAGR of approximately 7.5%, 9.3% and 7.6%,
respectively, between 2019 and 2023. We believe we are well-positioned to capture
opportunities in the market and achieve further revenue growth.

We provide comprehensive E&M engineering services for a wide range of sectors, have
capability to integrate such services and have developed significant expertise in
specialised market segments.

With over 40 years of operating history, we have gained the experience and capability to

provide one-stop E&M engineering services, from design, supply, installation, testing and
commissioning, operation and maintenance, to 24-hour, 365-day emergency support services.
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We cover a wide range of E&M engineering systems installed in many different types of
buildings and facilities. Our scope of services covers the following areas:

Types of buildings and

E&M engineering systems Our major services facilities Client sectors

e Environmental systems e Design e Commercial e Banking
for water, wastewater, e Supply e Industrial e Hospitality
solid waste, sludge, gas, e Installation o Residential e Information technology
combined heat and e Testing and e Data centres e Transportation
power commissioning e Healthcare facilities o Utilities

e HVAC e Operation and e Infrastructure e Education

e Electrical and ELV maintenance e Transportation terminals e Entertainment
systems e Design and build and stations e Government

e Fire services e Manufacturing departments

e Plumbing and drainage e Property developers

e Building and energy
management systems

e Information and
communication
technology systems

e Lifts and escalators

We have developed substantial expertise in certain specialties. These include building
services for data centres, healthcare facilities and infrastructure; environmental engineering
services in the design, construction, operation and maintenance of treatment plants of
sewage, water, solid waste, sludge and gas; ICBT business; and the design, manufacturing,
installation and maintenance of lifts and escalators.

We are able to undertake project coordination and design management to meet clients’
basic concepts and requirements under integrated service contracts, coordinating and liaising
with various service providers and suppliers. We are also able to provide design-and-build
solutions for our clients.

With our integrated capabilities, we can handle major multi-disciplinary and
multi-interface projects and serve clients across a broad range of market sectors such as
banking, information technology, data centres, healthcare, education, utilities, transportation
and entertainment and hospitality. Our integrated approach provides us with cross-referral
opportunities, business synergies and cost savings through economies of scale.

Given our comprehensive knowledge, expertise and experience in all areas of E&M

engineering services, we are able to secure integrated E&M engineering contracts for
large-scale projects in both the government and non-government sectors.
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We are able to develop innovative E&M engineering technology and promote a culture of
innovation.

We take pride in our ability to develop innovative E&M engineering technology which we
can apply to our services and products to improve efficiency and to meet customer
requirements. We promote a culture of innovation through our in-house innovation and
research and development teams and our cooperation with universities.

° Development of innovative E&M engineering technology

Among our initiatives to develop E&M engineering technology, our environmental
engineering segment successfully developed a compacted and highly rated sedimentation
process for application to waste water and sewage treatment plants during the Track Record
Period. The process enhances treatment capacity without increasing the environmental
footprint. As at the Latest Practicable Date, this newly developed process had been applied in
22 of our environmental engineering projects. We have also applied a new activated sludge
process using anammox technology to achieve a substantial reduction in nitrogen and nitrate
pollutants generated during the sewage treatment process.

Our innovative approach has also been demonstrated in our lifts and escalators segment.
We designed and developed an automated pedestrian overpass system (PEDARCO) for
crossing of canals, railway lines and highways, which has obtained patent internationally. We
have made use of new technologies in our development of our automated passenger and
vehicle clearance systems.

° Promotion of a culture of innovation

In order to further promote a culture of innovation, in 2017, we formed an innovation
committee to drive research and development on technology innovations and process
innovations, and to encourage and incubate new ideas. We believe that our innovative
solutions and technologies will help us expand our business in new and emerging sectors with
high demands for technological knowledge and technical knowhow, as well as present us with
more business growth opportunities and reinforce our strong brand name and reputation.

We have been cooperating with universities in Mainland China for research and
development of environmental engineering technologies. In 2016, we began a five-year project
with Shanghai Jiao Tong University to support the joint research and development of
specialised waste water treatment techniques, in order to strengthen our environmental
engineering research and development capabilities and knowhow. The cooperation
encompasses anaerobic biological wastewater treatment; landfill leachate treatment;
high-salinity industrial wastewater treatment; advanced sewage treatment processes with
excess sludge reduction, and solutions for remediation of heavy metal contaminated soils. We
are also collaborating with a Hong Kong-based nanotechnology and advanced materials
research and development centre on a market-driven research and development project on the
application of nano bubbles in large-scale waste water treatment and recycling to achieve
energy savings.
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We adhere to stringent quality, safety and environmental standards in order to deliver
high quality services and products and provide safe working condition, and we strongly
promote corporate social responsibility in our business operations.

We endeavour to ensure the quality, timeliness and cost-efficiency of our services. We
believe that we have gained the trust and respect of our customers through our commitment
to provide high quality services. Our consistent delivery of quality services has been
instrumental in developing our reputation as a dependable contractor on projects of a wide
range of technical complexity.

While our businesses cover diverse areas of E&M engineering services, our operations
are managed under an integrated quality assurance and control system. This system makes
it possible to implement, coordinate, and monitor each stage of our projects effectively. Our
customers value us for our reputation for quality, reliability and compliance with regulatory and
industry standards. We consider these as primary considerations when they select E&M
engineering service providers. Our quality, safety and environmental department provides
quality assurance, promotes work quality, health and safety, and environmental awareness, as
well as working to prevent environmental pollution at any of our sites. We monitor and verify
work processes, work sites, and materials to ensure that we deliver high quality E&M
engineering services to our customers. Our comprehensive occupational health and safety
management system promotes safe working practices and safety awareness among our
employees, in order to prevent accidents and work injuries.

We hold the ISO 9001:2015 certification for our quality assurance procedures and quality
management system. Our occupational health and safety management system is certified and
in compliance with OHSAS 18001:2007, and our environmental management system is
recognised with an ISO 14001:2015 certification. Our work accident rates in Hong Kong and
Macau were substantially lower than the industry average during the Track Record Period,
reflecting the effectiveness of our quality and safety management.

We believe that our stringent quality assurance system and strong commitment to
occupational health and safety, as well as sound environmental management, reinforces our
reputation as a preferred E&M engineering services provider.

We are strongly committed to integrate corporate social responsibility into our business
operations. We have a long history of working on environmental initiatives and contributing to
the community. We aim to align the initiatives of corporate social responsibility, by encouraging
our staff members to participate in volunteering activities to serve the community. We have
participated in Hong Kong Quality Assurance Agency CSR Advocate Index Scheme, which
targets to drive continuous improvement with regard to CSR and sustainability issues. We
have achieved an outstanding performance under the scheme. We are committed to contribute
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to the sustainable development of the community. To acknowledge our contribution to the
community, The Community Chest of Hong Kong granted our Group an Award of Merit at its
Annual Awards Ceremony 2017/2018. We seek to abide by the following principles in the
conduct of our business.

° Compliance: We respect all applicable laws and regulations and seek to uphold a
high standard of honesty and integrity.

° Environment: Environmental issues are increasingly shaping our business. We are
committed to preserve our natural environment and we always endeavour to “use
wisely, waste less and emit less”.

° Ethics: We consider it essential that we act professionally and ethically in all
business dealings. We have adopted an equal opportunities policy and seek to
develop fair and mutual trust in employee relationships.

° Health and Safety: We are committed to keeping the people we employ safe from
injuries and we are committed to maintaining a healthy workplace.

° Community: We actively participate in community and charitable activities to support
those in need and encourage our staff to care for and contribute to our communities.

° Innovation and Training: We continually look for innovative ways to apply our
expertise to all areas of our work and we provide many opportunities for training and
professional development.

We have built up an extensive client network with leading companies and organisations
in different sectors and have well-established relationship with our suppliers and
subcontractors.

° Extensive client base with leading companies

We maintain strong business relationships with an extensive network of customers,
including blue-chip property developers and leading construction companies in Hong Kong,
and other major companies and organisations. Many of these relationships have been built up
over decades. Our client sectors include banking, property development, education,
entertainment, hospitality, information technology, data centre, transportation, and utilities, as
well as departments of the Hong Kong Government responsible for E&M engineering work,
architectural services, environmental projects, and hospital management. Our environmental
engineering segment has long-standing relationships with the Hong Kong Government and
municipal government authorities in Mainland China for construction of wastewater, water and
solid waste treatment plants.

We provide flexible solutions, services and products for our customers to meet their

needs, respond to their requests, and support their maintenance and operational needs.
Because of our strong client relationships and goodwill, we are frequently invited to participate
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in tenders for major projects and have a high number of repeating clients, enabling us to
capture market opportunities. Many of our major customers are repeat customers, with whom
we have decades of business relationships. Our long-standing client base provides us with a
stable flow of sizeable E&M engineering projects, and enables us to obtain valuable market
information and intelligence about changing customer requirements and technological trends,
which in turn helps us to better serve our customers.

° Well-established relationship with our approved subcontractors and suppliers

We maintain a list of approved subcontractors and suppliers that are reliable and meet
our stringent quality requirements. We had on average over ten years of experience with most
of our five largest subcontractors and suppliers during the Track Record Period. We believe
that our reputation in the industry, on-time settlement of fees, and fair treatment of
subcontractors and suppliers help to strengthen our long-term relationships with them. These
relationships make it possible for us to procure the necessary services and supplies as and
when we require them, and reduce the risk of shortages or delays in delivery of materials or
services that might cause material disruption or cost overruns on our projects. This in turn
helps ensure that we are able to provide our customers with on-time, quality services.

We have a highly qualified and experienced management team with a proven track
record supported by our dedicated professional teams

Most of our executive Directors have served our Group for over 30 years and most
members of our senior management team have served our Group for over 20 years and
possess in-depth knowledge and experience in the E&M engineering industry. Our core
management team, including our founder, chairman and executive Director, Dr. Poon, our
executive Directors and the directors of our business units are mostly qualified engineers and
have been instrumental to our growth through the years.

Dr. Poon has over 45 years of experience in the E&M engineering business. He is highly
recognised by academic and industry institutions for his expertise and contribution to the
industry and serves in various advisory committees and institutions. He is the past president
of the Hong Kong Institution of Engineers, past chairman of the Hong Kong Branch of the
Institution of Mechanical Engineers and life president of Hong Kong Federation of Electrical
and Mechanical Contractors Limited. Our non-executive Director and deputy chairman, Dr.
Mak Kin Wah has held various executive management positions and won the director of the
year award of the Hong Kong Institute of Directors. Mr. Cheng, our executive Director and chief
executive officer, and Mr. Law and Mr. Chan Hoi Ming, both executive Directors, each have
over 30 years of experience in the E&M engineering industry and have been with our Group
for 25 years or more. Please see “Directors and Senior Management” for further information.
In addition to our core management, we have a loyal and dedicated team of about 200 senior
executives and executive employees, who on average have been with our Group for more than
10 years.
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Our professional team has extensive industry experience and technical knowledge in
E&M engineering. Our engineers possess the relevant professional qualifications, skills and
experience required for the practice of E&M engineering. Our project managers and our
engineering employees possess the relevant engineering licences and academic qualifications
to participate in E&M engineering projects. As at 31 December 2018, (i) our employees in Hong
Kong and Macau include over 110 qualified engineers, environmental specialists, green
building specialists, certified energy assessors, specialists in building information
management, and registered safety officers; (ii) we have over 530 licensed practitioners in
different E&M engineering specialties and trades; and (iii) in Mainland China, we have over 25
employees with professional qualifications, including registered constructors and accredited
senior and middle-ranked technical workers certified under the relevant certification regimes
as well as safety officers in Mainland China.

Our employees are our core asset. We dedicate significant resources to their career
development and invest in continuous learning for employees at all levels. We have
established award and recognition schemes to promote the loyalty and dedication of our
employees and to align their interests with those of our Group.

OUR BUSINESS STRATEGIES
We intend to capitalise on expansion opportunities with the following strategies.

Continue to expand our existing E&M engineering services and consolidate our leading
market position

We intend to expand the operations of each of our business segments. We believe that
our building services business will continue to provide us a stable stream of large-scale E&M
engineering projects. We will seek to capture market opportunities in expanding markets, such
as building services for data centres, healthcare facilities and infrastructure, environmental
engineering and ICBT. We also plan to expand our sales of lifts and escalators in Mainland
China and internationally.

Expansion of our building services segment

We will be expanding the customer base of our building services segment, seeking
reputable customers that demand quality. We will be selective in taking on new projects and
target high-value, technically challenging projects with attractive profit margins and market
visibility.

We intend to use approximately 20% of the net proceeds from the Global Offering for
supporting the expansion and development of our building services segment, which is
expected to be allocated equally between the further development and expansion of our
building services for (i) data centres and (ii) healthcare and infrastructure projects, as set out
below.
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Building services for data centres

Demand for the design and construction of data centres is expected to grow, driven by the
rise of the “Big Data” analytics, applications of the Internet of Things (loT), and cloud
computing among other trends.

According to the Frost & Sullivan Report:

° Hong Kong data centre services market: It is estimated that market demand for
data centre services in Hong Kong would continue to grow, mainly because (i) the
rising trends in the business sector has given rise to increasing needs for network
infrastructure, complex hybrid technology and application of data analytics and cloud
computing and (ii) the growing popularity of cloud-based services has resulted in
rising demand for refined computing model from both public and private sectors.

° Mainland China data centre services market: Market demand for the design and
construction of data centres is expected to increase in Mainland China in the next
few years, primarily attributable to (i) the increase in Mainland China’s annual per
capita spending on research and development under the 13th Five Year Plan for
National Science and Technology Talent Development, which encourages scientific
and technological innovation in Mainland China and in turn boosts the demand for
supporting technologies and databases; (ii) the strong growth in data-intensive
computing in Mainland China that has given rise to the growth, investment and
adoption of cloud technology, which is usually operated through and supported by
data centres; and (iii) rapid urbanisation and industrialisation, as well as the rising
disposable income and continuous business expansion in Mainland China, which
demands higher speed in the delivery of new products and services to market and
triggers the need for business transformations through technologies such as cloud
technology.

° Southeast Asia data centre services market: The data centre services market in
Southeast Asia is also witnessing growth momentum, primarily due to (i) the
supportive government policies for the development of data services in Southeast
Asia, including the Entry Point Project which aims to establish Malaysia as a regional
data centre hub by 2020; (ii) the ongoing efforts of the governments of various
Southeast Asian countries on improving wireless connection and increasing
broadband adoption rate among small and medium enterprises in Southeast Asia;
and (iii) increasing willingness of Southeast Asian entrepreneurs to leverage on
specialist service providers, including those for data centre services, to facilitate
their information technology operations.

For details on the market outlook of data centre services in Hong Kong, Mainland China

and Southeast Asian countries, please see “Market Overview of Data Centre Service” in
“Industry Overview”.
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We intend to expand our data centres business in Hong Kong and expand our presence
in Mainland China and other countries in Southeast Asia to capture the above new business
opportunities. We plan to cooperate closely with our existing business contacts and trading
partners in Mainland China and Southeast Asia to explore future opportunities for tendering of
building services projects for data centres in those regions, and apply the allocated net
proceeds from the Global Offering as initial investments required by the projects awarded to
our Group.

Building services for healthcare and infrastructure facilities

In the healthcare sector, the Hong Kong Government has announced a HK$200 billion
budget for the next 10 years, which will provide significant opportunities for the construction
of healthcare facilities and related infrastructure. For infrastructure more broadly, Hong Kong
has numerous large infrastructure projects, either in the pipeline or underway, including
construction of the third runway at Hong Kong’'s Chek Lap Kok International Airport and
expansion and upgrading of existing airport facilities; tunnel, road, and railway extension
projects; and public housing complexes in Hong Kong’s “new towns”, which will create demand
for E&M engineering services.

The Hong Kong Government is expected to continue to increase its investment and
spending on the healthcare and infrastructure facilities sectors in the coming years to tackle
the adverse social implications arising from the ageing population in Hong Kong, and to
continuously enhance the competitiveness of Hong Kong. As announced in the Hong Kong
Government’s 2016 Policy Address, it will deploy sufficient resources and enhance the
supporting infrastructure to keep improving the healthcare services and facilities provided by
the public sector. For this purpose, the Hong Kong Government has set aside HK$200 billion
for the implementation of the 10-year hospital development plan, which includes the
construction of one new acute hospital at the Kai Tak Development Area, redevelopment or
expansion of the existing eleven public hospitals in Hong Kong, construction of three new
community health centres and construction of a new supporting services centre. The Hong
Kong Government has also announced in its 2017 Policy Address that it will kick-start the next
round of public hospital development planning in the coming five years.

In 2018, we were awarded with several healthcare and infrastructure facilities projects,
including E&M works for three hospitals in Kowloon East, Hong Kong.

We aim to leverage our experience in healthcare and infrastructure E&M engineering
projects to capture future opportunities and explore future opportunities for tendering of
increasing number of building services projects for healthcare and infrastructure facilities in
Hong Kong, and apply the allocated net proceeds from the Global Offering as initial
investments required by the projects awarded to our Group.

Subsequent to the Track Record Period and up to the Latest Practicable Date, we have
submitted 16 tenders with individual contract value over HK$10 million for healthcare and
infrastructure facilities and data centres projects, among which we have been awarded two
contracts with an awarded contract sum of HK$64.4 million for the design and build of cooling
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modules for a data centre in Tseung Kwan O, Hong Kong, as well as the supply and installation
of electrical and MVAC systems in the Hong Kong International Airport; three were
unsuccessful; and we are awaiting the results of eleven of them (which have an aggregate
contract sum of HK$2,095.1 million); and we had been awarded eight tenders for healthcare
and infrastructure facilities and data centres projects during FY2018, with awarded contract
sum of HK$1,466.9 million. Based on preliminary market information and our Group’s
estimates, we plan to submit 28 further bids for a number of projects in Hong Kong (“Future
Healthcare and Infrastructure Facilities and Data Centres Tenders”) in the coming two
years with an estimated aggregated contract sum of approximately HK$31.7 billion, including
redevelopment works for hospitals; renovation of healthcare institutions; E&M engineering
works for airport terminals and associated facilities as mentioned above; and data centre
services for major telecommunication operators or companies in Hong Kong. Our Directors
intend to utilise (i) approximately HK$25.0 million out of the proceeds from the Global Offering
as tender preparation costs (such as feasibility studies and design costs) for these Future
Healthcare and Infrastructure Facilities and Data Centres Tenders; and (ii) approximately
HK$42.1 million out of the proceeds from the Global Offering as initial project costs (such as
performance bond, project administration and start-up labour and subcontracting costs, which
normally accounts for approximately 3-6% of awarded contract sum) for (a) the healthcare and
infrastructure facilities and data centres projects which we submitted tenders as at the Latest
Practicable Date and are expected to be awarded to our Group; and (b) projects under the
Future Healthcare and Infrastructure Facilities and Data Centres Tenders which are expected
to be awarded to our Group.

Expansion of our environmental engineering segment
According to the Frost & Sullivan Report:

° Hong Kong environmental engineering market: The market size in terms of output
value of the environmental engineering market in Hong Kong had increased from
HK$6.3 billion in 2013 to HK$9.8 billion in 2018, at a CAGR of 9.2%. In view of the
increasing awareness of environmental protection and increasingly stringent
environmental policies and requirements, it is forecasted that demand for
environmental engineering services in Hong Kong will experience rapid growth and
reach HK$14.5 billion in 2023, representing a CAGR of 8.1% from 2019 to 2023. As
the environmental engineering industry involves a wide range of different
applications in environmental engineering and waste treatment, contractors who are
capable of offering multi-disciplinary engineering services, such as our Group, are
more likely to gain a competitive edge in Hong Kong when tendering for
environmental or civil work projects.

° Mainland China environmental engineering market: The environmental
engineering market in Mainland China has experienced a rapid growth in light of (i)
the substantial growth in total investment in fixed assets in construction projects
relating to environmental management at a CAGR of 29.5% from 2013 to 2017 which
had led to the construction of an increasing number of environmental treatment
plants in Mainland China in recent years; and (ii) the increasing environmental
concerns of the public and the Mainland China government.
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For details on the market outlook of environmental engineering services in Hong Kong
and Mainland China, please see “Industry Overview — Market Overview of the Environmental
Engineering Market”.

We plan to expand our environmental engineering business and explore opportunities in
the environmental engineering services market in Asia, with particular focus on capturing the
abovementioned increasing demand for environmental engineering services in the Hong Kong
and Mainland China markets. Our advanced technology and experience with landmark projects
in environmental engineering in Hong Kong and Mainland China gives us confidence that we
can succeed.

The Outline of the 13th Five-Year Plan for Economic and Social Development of Mainland
China listed environmental protection industry as one of the key areas for further development,
and specified that the municipal wastewater treatment rates in cities and towns are to reach
95% and 85% respectively by 2020. It is encouraging the non-government sector to invest in
infrastructure through public-private partnership (PPP) projects. We intend to partner with
investors and state-owned enterprises to identify opportunities to participate in public-private
partnership projects of high potential. We also plan to identify opportunities for turnkey and
operation projects jointly with state-owned enterprises and leading construction and
engineering companies in Mainland China, with whom we have long-standing business
relationships, in Mainland China, Southeast Asia and One-Belt-One-Road countries.

In order to capture the growth opportunities in the environmental engineering market, we
intend use approximately 30% of the net proceeds from the Global Offering for enhancing our
engineering capabilities in the environmental engineering segment, including:

a. acquisition of, investment in, cooperating or forming joint ventures with companies
which are engaged in environmental engineering treatment and equipment to
increase our competitiveness in the market. In particular, we target companies which
are:

i environmental equipment suppliers in our supply chain for vertical integration,
including suppliers of equipment that improves the processes of wastewater
treatment plants, in terms of process effectiveness, energy efficiency, and
reduction of footprint by using less chemicals; and

ii. contractors with existing client base and sales network, with which we can
further expand our market presence and market share.

In selecting the above target companies for acquisition or investment by our Group,
we will primarily consider suppliers and contractors that (i) are engaged in
environmental engineering works, in particular those that have developed new or
specialised environmental engineering treatment processes or equipment with
market potential, (ii) have proven track records, strong work references and
established customer networks in our target markets, including Hong Kong,
Mainland China, Southeast Asia and Europe, (iii) are equipped with personnel who
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have the relevant environmental engineering experience and expertise, as well as
the necessary licences and qualifications to carry out the relevant environmental
engineering works in our target markets, and (iv) are expected to complement our
environmental engineering business and allow us to create synergy with them, for
example by combining their stronger presence in overseas markets with our
environmental engineering capabilities, in order to enhance our brand awareness
and reputation in those overseas markets and enable our Group to build up market
experience and knowledge in respect of those overseas markets. We consider that
investing in, or co-operating with, an established company in the environmental
engineering field is an efficient means to enhancing our environmental engineering
capabilities, as considerable time is often required for the relevant personnel to
develop new environmental engineering treatment technologies or acquire
knowledge, expertise and experience in respect of new environmental engineering
capabilities. We have not commenced the process of identifying such a target
company and have not entered into any agreement with any target company.

b. additional investment in development of advanced environmental process
technologies. Currently we are investing in several projects relating to our
environmental engineering business, such as stream black water treatment process
for reducing the sedimentation foot print, dissolved air flotation process for waste
water treatment, anammox process and nano aeration process for energy-saving
through our internal project engineering efforts or our cooperation with universities
and other institutions. These projects are expected to be ongoing until around
mid-2020. We believe that these environmental process technologies will enhance
the efficiency and reduce the power consumption of wastewater treatment plants and
sludge digestion plants, and plan to further invest and develop these technologies to
improve our environmental engineering capabilities to support the expansion of our
environmental engineering business, particularly in Mainland China and
One-Belt-One-Road countries to capture new business opportunities under the
Outline of the 13th Five Year Plan for Economic and Social Development of Mainland
China and the One-Belt-One-Road initiative. We also plan to develop the quadrogen
technology, a process to upgrade biogas to biomethane in the next two years.

Expansion of our ICBT segment

We plan to expand our ICBT business to capitalise on opportunities created by the “Smart
City” initiatives of the Hong Kong government, the digitalisation of building technologies and
the development of Internet of Things (loT). The Hong Kong Government announced the
“Smart City Blueprint for Hong Kong” in 2017, which maps out development plans for the next
five years to promote the adoption of technology and innovation and outlines strategies and
initiatives in six major areas, namely, smart mobility, smart living, smart environment, smart
people, smart government and smart economy. These trends and initiatives are driving
investment in information technology infrastructure and creating growth opportunities for the
ICBT solutions for building and urban facilities. With increasing emphasis on energy saving in
buildings, we will leverage our expertise in retro-commissioning, energy modelling and control
optimisation to capture new business.
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To capture the vast potentials of the ICBT segment, we intend to use approximately 20%
of the net proceeds from the Global Offering for enhancing the engineering capability of our
ICBT segment, including:

a. additional investment in the development of building technologies, commencing in
2019, including the setting up of dedicated research and development teams to
develop: (i) a cloud-based intelligent building platform to support the development
and ongoing operation of our chiller plant control energy optimisation, automatic
fault detection and diagnostics (FDD), and energy analytics and visualisation; and
(ii) Internet of Things (loT) solutions, such as IoT network and infrastructure, big
data artificial intelligence analytic and visualisation tools, and loT sensors to
improve our information communication technology (ICT) product and service
offerings to capture future growth opportunities. This will include the recruitment of
40-45 experienced staff members, including relevant experts, qualified personnel in
the relevant areas and other operation staff, and expenses on the research and
development processes The recruitment of staff is expected to commence in 2019,
and will include relevant experts, qualified personnel in the relevant areas and other
operational staff, ranging from assistant engineers to senior engineer and manager
grade personnel, with expected average salaries of approximately HK$50,000 per
month per employee; and

b. acquisition of, or investment in, companies which possess innovative technology to
undertake projects in loT, Big Data, security and Smart City.

We target to acquire companies that (i) are engaged in the design, hardware and
software development, engineering, installation and maintenance of information and
communication technologies solutions and intelligent and green building
technologies solutions, in particular those that have developed new or specialised
technologies or products with market potential, (ii) have proven track records, work
references and established customer networks in the relevant information
technology areas and/or the markets which we intend to expand into, including
Mainland China and Southeast Asia, (iii) are equipped with personnel who have the
relevant experience and expertise, and (iv) are expected to complement our ICBT
business and allow us to create synergy with them.

Expansion of our lifts and escalators segment

Our production facilities and operation for lifts and escalators are based in Mainland
China and the products are mainly sold internationally, but not up to now in Mainland China’s
domestic market.

According to the Frost & Sullivan Report, Mainland China has become the world’s largest
lifts and escalators market in terms of output value, with annual production of lifts and
escalators estimated to be increasing from 0.8 million units in 2019 to 1.02 million units in
2023, representing a CAGR of 6.3%. The Mainland China lifts and escalators market is
expected to continuously grow under the influence of expedited urbanisation, aging
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population, fast-growing urban railway system, gradual enforcement of lift installation policies,
as well as increasing needs for ongoing maintenance and upgrading of lifts and escalators in
Mainland China. Nevertheless, the overall lifts and escalators market in Mainland China
remains fragmented with a high number of industry players, including major global lift and
escalator brands that have been expanding into Mainland China to capture its rising market
demand. For more information on the market landscape of the Mainland China lift and
escalator market, please see “Industry Overview — Market Landscape of the Lifts and
Escalators Market in Mainland China”.

With our existing lifts and escalators production facilities situated in the world’s lifts and
escalators manufacturing centre and largest lifts and escalators market, we are value
engineering our lift and escalator products to develop new product models compliant with PRC
safety and technical requirements at more competitive costs, with a view to developing sales
in Mainland China to gain market share and capture its rising demand for lifts and escalators,
as well as new markets internationally in 2019. Despite the keen competition in the lifts and
escalators market in Mainland China, we believe the quality and safety of our lifts and
escalators and our strong project references will enable us to expand into the Mainland China
market, which is placing more focus on quality and safety and implementing tightened
standards. For overseas sales, we are exploring opportunities with our existing and new
distributors to expand our sales of lifts and escalators.

Our lift and escalator operation had recently developed an automated pedestrian
overpass system (PEDARCO), which provides a comfortable and safe passage over
motorways, railway lines and canals. PEDARCO picks up pedestrians on one side of a
motorway, travels upwards and transports the pedestrians across the motorway, and travels
downwards on the other side of the motorway. Unlike conventional footbridges and subways,
PEDARCO carries children, elderly, the less abled and handicapped pedestrians across
motorways while vehicles continue to pass through these motorways underneath the
PEDARCO. Our Directors believe that there is strong market potential for PEDARCO, in
particular in areas with growing aged populations and caring communities. However, a major
challenge that we currently face in our development of PEDARCO is the large size of its
components, which could not be fully accommodated by our current production facilities in
Nanjing.

We intend to use approximately 20% of our net proceeds from the Global Offering for the
expansion and development of our lifts and escalators segment, including:

a. expanding our existing manufacturing facilities and constructing a new production
plant in Nanjing, which is expected to complete in the second half of 2019 and 2020
respectively, (i) mainly to support our expected growth in sales of lifts overseas, in
Mainland China and in Hong Kong, as we expect that our existing production
facilities will be unable to cater for the expected growth in demand for our products
from these markets; and (ii) accommodate the development and future
manufacturing of PEDARCO, which is intended to be used mainly for acquisition of
land and construction of production facility thereon, setting up and upgrading of
production lines for lifts and for escalators, and operating expenses in the next two
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to three years. For details, please see “Our Operations — Operations of our Lifts and
Escalators Segment — Production capacity and utilisation rate of our production
facilities” in this section below; and

b. setting up of export sales office(s) and sales and service centres in Mainland China
and conducting marketing campaign to promote our brand and products in the

relevant regions.

Summary of Estimated Investment Costs and Timeline for Implementation of Our

Business Strategies

We set forth below a summary of the estimated investment costs/capital expenditure and
timeline for implementation of our business strategies for each of our business segments

disclosed above:

Estimated investment costs/
capital expenditure for

Estimated
investment
costs/capital
expenditure
to be funded

Estimated
investment

Total by net costs/capital
the period estimated proceeds expenditure
from the the year the year investment from the to be funded
Listing to ending 31 ending 31 costs/capital Global by internal
Business strategies for each 31 December December December  expenditure Offering financial
of our business segments 2019 2020 2021 after Listing (Notes) resources
HK$ million ~ HK$ million ~ HK$ million ~ HK$ million  HK$ million  HK$ million
Expansion of our building
services segment.............. 12.0 75.4 — 87.4 67.1 20.3
(i) further development and
expansion of our building
services for data centres in
Hong Kong, Mainland
China and Southeast Asia
(i) further development and
expansion of our building
services for healthcare and
infrastructure in Hong
Kong
Expansion of our
environmental
engineering segment ........ 9.0 66.0 44.0 119.0 100.7 18.3

(i) acquisition of, investment
in, cooperating or forming
joint ventures with
companies which are
engaged in environmental
engineering treatment and
equipment........oooceiineiinnnn.

(ii) additional investment in
development of advanced
environmental process
technologies
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Estimated
investment
costs/capital
Estimated investment costs/ expenditure  Estimated
capital expenditure for to be funded investment
Total by net costs/capital
the period estimated proceeds expenditure
from the the year the year investment from the to be funded
Listing to ending 31 ending 31 costs/capital Global by internal
Business strategies for each 31 December December December  expenditure Offering financial
of our business segments 2019 2020 2021 after Listing (Notes) resources

HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million

Expansion of our ICBT
segment ... 6.0 72.0 — 78.0 67.1 10.9

(i) additional investment in
the development of
building technologies

(ii) acquisition of, or
investment in, companies
which possess innovative
technology to undertake
projects in Internet of
Things (loT), Big Data,
security and Smart City

Expansion of our lifts and
escalators segment........... 14.0 56.0 70.0 140.0 67.1 72.9

(i) expanding our existing
manufacturing facilities and
constructing a new
production plant in Nanjing

(ii) setting up of export sales
office(s) and sales and
service centres in Mainland
China and conducting
marketing campaign

Total ... 41.0 269.4 114.0 424.4 302.0 122.4

Notes:

1. Based on an estimated net proceeds from the Global Offering at the Offer Price of HK$1.20, assuming that the
Over-allotment Option is not exercised.

2. We plan to fund each of the above expansion plan for our business segments mainly with the net proceeds from
the Global Offering, and shall allocate our internal financial resources to and/or obtain bank financing for such
expansion plans where necessary.

Please also see “Future Plans and Use of Proceeds” for more details of the use of our net
proceeds from the Global Offering.
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Implementation of our acquisition and investment strategies

In relation to the above acquisition and investment strategies, as at the Latest Practicable
Date, we had not identified any targets, commenced any due diligence process, entered into
any definitive agreement or engaged in any active discussion with any potential target in
relation to the same. The implementation of the relevant strategies is subject to the
assumptions that we will be able to identify available targets in the areas in which we are
interested, the price and acquisition/investment terms are commercially favourable, and the
agreements for the acquisition/investment can be reached between us and the relevant third
parties.

Before we make an acquisition, we will conduct preliminary review and feasibility studies
on the potential target. In assessing acquisition opportunities, we will consider factors
including the following: the quality of the target company’s business and assets, taking into
account our corporate strategy and long-term plan; synergies in terms of technology,
know-how, management expertise and business compatibility; the target company’s
geographical location; costs and benefits of the acquisition; financial requirements; and
prospects for the overall competitiveness and sustainability of our existing and future
businesses. If the acquisition target meets these criteria in our preliminary assessment, we will
engage legal advisers, if necessary, to advise us on any legal issues arising from an
acquisition as well as ensuring that the acquisition and operation of the target company will
comply with applicable laws or regulations.

Develop innovative E&M engineering solutions, processes and technologies

We plan to strengthen our development of technologies and processes for our E&M
engineering services to improve efficiency and competitiveness. In addition, we plan to
enhance our innovation capability to improve our business operation efficiency and
competitiveness.

In 2018, we have established our innovation roadmap to strive for excellence in business
operation. Our innovation roadmap adopts a two-pronged approach, with the first prong
focusing on pursuing process improvement in two major domains, namely smart workflow and
workplace safety, and the second prong focusing on pursuing technological developments in
four major domains, namely advanced environmental processes, smart and green building,
smart and green city, and smart and green construction process. With the establishment of our
innovation roadmap, we target to initiate a number of innovation projects in process
improvement and technological development every year, which we expect will generate high
and positive impact in the abovementioned six major domains and contribute to our business
performance. To achieve this target, we recruited an innovation manager and a building
information modelling (BIM) manager in early 2018, who are dedicated to leading our Group
in initiating the innovation projects under the supervision of our innovation committee.
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Increase efficiency, strengthen financial management, quality and risk management and
invest in human resources

o Improve E&M engineering technical capability and operational efficiency

We will continue to improve the technical capability and operational efficiency of our E&M
engineering services. We plan to invest in new hardware and technical software, including
advanced BIM systems. BIM systems generate digital representations of the physical and
functional characteristics of buildings and are used to support decision making to plan, design,
construct, operate and maintain buildings and facilities. BIM assists in smooth project
execution under conditions of tight budgets, limited manpower, accelerated schedules, and
limited or conflicting information. It can be used to provide virtual construction of a facility prior
to its actual physical construction, in order to reduce uncertainty, improve safety, work out
problems, and simulate and analyse potential impacts. This will enable us to pre-fabricate or
pre-assemble some systems off-site, minimise waste on-site and deliver products on a
just-in-time basis, avoiding stock piling equipment and materials on-site.

° Strengthen cost controls and financial management of our operations

Effective cost controls are critical to maximising profitability and maintaining
competitiveness. We strengthen our internal controls and budgeting system to improve
efficiency, resource utilisation and returns. Leveraging our project experience and data on
project costs and expenditures, we will be able to achieve more accurate project return
estimates in the early stages of project planning. We maintain a set of tender price
benchmarking parameters for certain business segments, for high level price comparisons of
projects of a similar nature and to avoid submission of underpriced tenders. We will continue
to closely monitor our capital and cash positions, particularly subcontracting fees, labour costs
and material costs, which have increased in recent years.

° Improve quality assurance and risk management processes

Maintaining quality and providing a safe, healthy and environmentally-friendly working
environment are of utmost importance to our business. We plan to strengthen our quality,
safety and environmental department by hiring more qualified personnel and conducting more
safety and quality training, on-site coaching and guidance, streamlining and refining our
procedures and work instructions.

We will continue to strictly implement our risk management system and if any tender or
project is identified as high risk or extra high risk in any of our dimensional risk class ratings,
we will convene a risk management committee in which our management will review and
decide on the respective risk containment and mitigation measures.

° Invest in human resources through recruitment

In order to support our future growth, we intend to recruit additional employees, including
engineering and other staff to support our business expansion.
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OUR CORPORATE CULTURE

Our corporate culture is to uphold values of professional excellence, sustainability, and
responsibility to the communities in which we operate.

We have our roots in Hong Kong. We have evolved from a company trading E&M
equipment to a full-service E&M engineering company. We believe we have played a part in
shaping Hong Kong with our products and services, as the E&M engineering solution provider
behind many of Hong Kong’s landmark projects.

We have transitioned to a fully digital age, where we are adopting new digital techniques
in construction and engineering, from BIM and BMS to data analytics for predictive analysis of
building and system performance. Through these changes, we have preserved values that are
distinctively those of Hong Kong, in our eagerness to step up to the biggest challenges, and
some that are our own, such as our commitment to green technologies and sustainability. Tying
these together is our desire to contribute to the communities we share — with the denizens of
Hong Kong, Macau, Mainland China, and the many markets where we operate now and in the
future.

OUR BUSINESS MODEL AND BUSINESS SEGMENTS

Our principal businesses comprise (i) the installation and maintenance of building service
systems in a wide range of buildings and infrastructure facilities; (ii) the design, construction,
operation and maintenance of environmental treatment systems; (iii) ICBT business; and (iv)
the design, manufacturing, installation and maintenance of lifts and escalators.

We generate our revenue from: (1) contracting services on a project basis, for which we
receive progress payments based on completed work or milestones achieved pursuant to the
tender documents and contracts; (2) operation and maintenance services, which are generally
performed in accordance with the customer work orders; and (3) the sale of lifts and
escalators, and trading of products which are ancillary to our E&M engineering services.
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The diagram below illustrates the business model of our principal business operations.

Clients
(e.g. property owners, developers and
government departments)

Engagement of our Group:

¢ as direct / main contractor;

* as provider of operation and
maintenance services; and/or

* as supplier of lifts and

Main contractors escalators, and other E&M
engineering products

Engagement of our
Group as subcontractor
for contracting services

Our Group

e Subcontracting of works
* Purchase of equipment, products,
parts and raw materials

Subcontractors / Suppliers

Contracting Services on a Project Basis

In FY2016, FY2017 and FY2018, contracting services, all on a project basis accounted for
87.6%, 85.7% and 87.5% of our revenue, respectively. Typically, in E&M engineering projects,
we are engaged by either (a) the property owner or developer, referred to as the client or
employer of the project (in which case we act as a direct or main contractor) or (b) the main
contractors (in which case we act as a subcontractor).

Regardless of whether we act as the main contractor or a subcontractor, we are
responsible for engineering and procuring the necessary equipment, parts and materials, and
we may engage subcontractors to carry out labour-intensive and certain specialist work. We
supervise, and are responsible for, the works of our subcontractors.

For certain large-scale projects, we sometimes form joint ventures with other companies
to bid for and undertake work on a project-by-project basis.

For projects in which we act as an E&M engineering subcontractor, the clients usually
engage an architect or consultant to produce specifications or drawings for the project and a
main contractor to take overall responsibility for the construction work. We are engaged by the
main contractor to carry out the E&M engineering work as contractually specified. For some
projects, we were engaged as a direct or main contractor by clients directly. As main
contractor, we are usually responsible for overseeing the entire project, managing the work
site, and managing suppliers, subcontractors and service providers throughout the course of
the project.
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Depending on the business segment and the relevant contract, our services may include
design, procurement, project management, installation, testing and commissioning, operations
and maintenance of E&M engineering systems. In some design-and-build projects, including
environmental engineering projects and specialised building services for data centres and
infrastructure projects, we provide customised solutions to meet the clients’ intent and
specifications.

Operation and Maintenance Services

We provide operation and maintenance services in our different business segments. Our
operation and maintenance services cover maintenance and minor alterations of mechanical,
electrical, HVAC, fire services, plumbing and drainage, ELV, building management systems
and lifts and escalators. Upon completion of some of our installation projects, we are engaged
to provide operation and maintenance services over a fixed period. We are also engaged to
provide maintenance services for E&M engineering systems for which the installation work was
not handled by us.

Revenue from operation and maintenance services is recognised on a periodic basis. In
FY2016, FY2017 and FY2018, operation and maintenance services accounted for 9.8%, 9.6%
and 9.2% of our revenue, respectively.

Sale of Goods

We design, manufacture and sell lifts, escalators and walkways under the trade name of
“Anlev”. In addition, we offer and sell a range of E&M engineering equipment and products in
building services, environmental engineering services and ICBT services, which are mainly
sourced from Mainland China and overseas, including Japan and Germany. We have been
appointed as Hong Kong, Macau and/or Mainland China distributor, on exclusive or
non-exclusive basis, for some of these products by certain international brands. In FY20186,
FY2017 and FY2018, sale of goods accounted for 2.6%, 4.7% and 3.3% of our revenue,
respectively.

Revenue Breakdown by Business Operations

Our revenue comprises (i) contracting works; (ii) operation and maintenance works; and
(iii) sale of goods, the breakdown of which is as follows:

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %
Contracting works .............cccoeeeiiinnns 3,865,787 87.6 4,254,972 85.7 5,220,719 87.5
Maintenance Works...........cocoeveiiinnnn. 430,590 9.8 476,538 9.6 551,381 9.2
Sale of goods......cceevieiiiiiiiiin 115,335 2.6 233,767 4.7 193,946 3.3
Total coveeee 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0
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Revenue Breakdown by Sector

Our government projects are projects in which we, or our joint operations, enter into
contract directly with department, unit or sub-unit of government as our customer. Customers
for our non-government projects are typically private property owners, property developers
and main contractors. The table below shows a breakdown of our revenue generated from our
government engagement and non-government engagement for the periods indicated.

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %
Government (M .. 762,359 17.3 1,004,621 20.2 876,790 14.7
Non-government & ... 3,649,353 82.7 3,960,656 79.8 5,089,256 85.3
Total......ooi 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0

Notes:

(1) Government projects are projects in which we, or our joint operations, enter into contract directly with
department, unit or sub-unit of the government as our customer.

(2) Non-government projects are projects that are not classified as government projects.

Revenue Breakdown by Geographic Regions

During the Track Record Period, most of our services and projects were in Hong Kong
while some were in Macau and Mainland China. We also sold lifts and escalators
internationally. The table below shows a breakdown of our revenue by geographical segments
for the periods indicated.

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %
Hong KONG....ovvveeeeeiiieeeeeeeeeeee 3,595,123 81.5 3,905,268 78.7 5,122,820 85.9
Mainland China .....cccceeeeeeeeieieeeeeeee., 442 424 10.0 740,533 14.9 349,367 5.9
MACAU wevveeeeeeeeee e, 332,177 7.5 255,373 5.1 444,402 7.4
Others™ot®) 41,988 1.0 64,103 1.3 49,457 0.8
Total oo 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0

Note:

Others mainly represent sale to Singapore, Korea, the United Kingdom and other countries.
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Business Segments

The following table sets forth the breakdown of our revenue generated from our four
business segments for the periods indicated:

FY2016 FY2017 FY2018

HK$’000 % HK$’000 % HK$’000 %
Building services .........cccovciiiviiinnnnnn. 3,081,489 69.8 3,098,934 62.4 4,431,333 74.3
Environmental engineering .............. 834,995 18.9 1,256,563 25.3 866,451 14.5
ICBT 354,074 8.0 429,159 8.6 530,851 8.9
Lifts and escalators ......................... 190,161 4.3 234,956 4.7 249,696 4.2

4,460,719 101.0 5,019,612 101.0 6,078,331 101.9
Less: inter-segment sales (Note) ..... (49,007) (1.0) (54,335) (1.0) (112,285) (1.9)

4,411,712 100.0 4,965,277 100.0 5,966,046 100.0

Note: Inter-segment sales represent principally contracting works undertaken by our ICBT segment for our building
services segment.

Building Services

Building services is our largest business segment. In FY2016, FY2017 and FY2018, the
segment contributed 69.8%, 62.4% and 74.3% of our revenue, respectively.

We possess a comprehensive range of skills and licences for providing multi-disciplinary
E&M engineering building services. Our building services cover the design, installation, testing
and commissioning and maintenance of HVAC systems, fire service systems, plumbing and
drainage systems and electrical and ELV system and combined service E&M engineering
contracts for a wide range of buildings; and the sourcing and provision of products for building
services. In addition to general building services, our specialised business units provide
building services for data centres and healthcare and infrastructure facilities.

Engineering services may be provided on a single service basis or a multi-service or
integrated service basis. On a single service basis, we are responsible for providing a specific
type of building service while other types of building services are handled by other contractors
or subcontractors. Under a multi-service or integrated service contract, we are engaged to
provide more than one type of services.

During the Track Record Period and up to the Latest Practicable Date, our building
services segment was engaged in numerous large-scale projects, including:

o E&M engineering installation services for the Hong Kong-Zhuhai-Macao Bridge
Hong Kong boundary crossing facilities, vehicle clearance plazas and ancillary
buildings and facilities, with scope of work including building services, environmental
engineering, ICBT and lift installations;
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° A number of building services projects for the railway system extension and a major
private hospital building in Hong Kong;

o Design and construction of a data centre in Hong Kong for a major state-owned
telecommunication group in Mainland China. The project has been awarded the
China Construction and Engineering Luban Prize (HFEIZ% TR &PE4E), China’s
most prestigious construction industry award. We also worked on a number of other
major data centres for telecommunication companies and financial institutions in
Hong Kong;

° Development of major casinos and hotels for an international integrated resort
developer and operator in Macau; and

° Integrated building service installations at the Conghua Training Facility, a race
horse training centre in Conghua, Guangzhou, Mainland China, for a non-profit
horse racing club in Hong Kong.

Heating, ventilation, and air conditioning

We offer integrated solutions in HVAC, covering the design, supply, installation, testing,
commissioning and project management for HVAC systems. These include water-cooled or
air-cooled refrigeration plants; chilled water or refrigerator piping systems; constant or
variable air volume systems; and automatic controls systems for different types of buildings
and structures.

Electrical systems

We provide a wide range of services for electrical systems. These include design,
installation, testing and commissioning for systems such as main switch cubicles, main power
distribution, sub-main distribution, final sub-circuits, lighting, emergency generators, and extra
low voltage systems.

Fire service systems

Our services cover the supply, installation and maintenance of fire prevention, fire
detection and fire suppression and extinguishing systems. These include fire services control
panels, fire detector and alarm systems, sprinklers, fire hydrants and hose reels, smoke
controls, portable hand operated appliances and gas extinguishing systems, and emergency
lighting.

Plumbing and drainage systems

Our services cover the design, supply, installation, testing and commissioning of
plumbing and drainage systems for delivering clean water and removing waste water for
applications in residential, infrastructure and commercial projects. These cover the supply and
storage of fresh water and flushing water, installation of plumbing and drainage systems, and
the supply, installation and maintenance of water pipes, pumps and tanks.
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Specialised Building Services
Data centre building services

We are engaged in the design, installation and maintenance of data centre infrastructure
facilities. We also trade products for precision control of temperature and humidity;
uninterruptible power supply and water detection systems. These are specialised E&M
engineering equipment commonly used in data centres. We have a specialised business unit
responsible for the design and construction of data centres. Data centre operators and
financial institutions are our major customers for this segment.

Healthcare and infrastructure building services

Our specialised business unit in this sector provides E&M engineering services including
design, installation, testing and commissioning and/or maintenance for infrastructure projects
and healthcare facilities projects. We possess significant experience in the provision of E&M
engineering services in relation to transportation infrastructure and healthcare facilities, which
often require special technical design and know-how and fulfiiment of strict environmental
standards.

Environmental Engineering

Our environmental engineering segment provides total solutions for the design,
construction, operation and maintenance of environmental engineering systems and treatment
plants for sewage, water, solid wastes, sludge and gas. These are primarily government
projects.

Our environmental engineering projects include:

° Construction of many of the large-scale wastewater treatment plants in Hong Kong
with daily treatment capacity ranging from 70,000 m® to 2,450,000 m® of wastewater,
from the Shatin Sewage works in the 1980’s to the ongoing Stonecutters Island
Sewage Treatment Plant project;

° Upgrading of the Stonecutters Island Sewage Treatment Plant with a daily treatment
capacity of up to 2.45 million m® of wastewater, part of the Hong Kong government’s
Harbour Area Treatment Scheme. The project won the Tien-yow Jeme Civil
Engineering Prize ("FE KL E K#i4E) in 2017, as one of the most technically
advanced projects in China. It is one of the world’s largest chemically enhanced
primary treatment plants;

o Design, build and operate projects for Hong Kong’s first organic waste treatment

plant at Siu Ho Wan. The plant converts organic wastes to biogas to generate
electricity, with a capacity to treat 200 tons organic waste per day;
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° Design, build and operate projects for sewage treatment facilities in Pillar Point and
San Wai and the sludge handling vessels for the Stonecutters Island Sewage
Treatment Plant in Hong Kong;

o Expansion and upgrading of the Tai Po Water Treatment Works, which is one of the
most advanced water treatment plants in Hong Kong; and

o Design and construction of water and wastewater treatment facilities in multiple
provinces in Mainland China, including the Shandong Weihai Water Treatment
Works, Jilin Changchun No. 5 Water Treatment Works, Hebei Tangshan Water
Treatment Works and Hunan Hengyang Water Treatment Works.

Sewage treatment

We have over 30 years of experience in municipal sewage treatment and have acquired
vast knowledge of wastewater treatment technologies through projects ranging from
small-scale private installations to electrical and mechanical works for mega-sewage
treatment plants serving large populations.

Water treatment

We have a strong track record in the design and construction of municipal potable water
treatment facilities, pumping stations and seawater treatment systems for marine mammals.
Our water treatment design for the Ngau Tam Mei Water Treatment Works in Hong Kong, with
a water treatment capacity of 230,000 m® per day, won the American Academy of
Environmental Engineers’ Superior Achievement Award in 2001. This was also the first water
treatment plant in Hong Kong to use ozone disinfection.

Gas treatment

We apply biological trickling filtration technology to treat foul gas emission from municipal
sewage treatment works and complex industrial emission. This technology avoids the
drawbacks of high chemical consumption costs and adverse impact to the environment
associated with chemical discharge and waste disposal.

Solid waste handling

We have expertise in designing and installing solid waste treatment and handling systems
with a variety of applications. For instance, we designed, built and operated a low level
radioactive waste storage facility at Siu A Chau in Hong Kong; installed automated refuse
collection systems for residential developments in Hong Kong; and designed and built food
waste treatment facilities in Hong Kong. We have also collaborated with engineers on
applications utilising advanced waste minimisation technologies for waste handling.

Environmental engineering products

In addition to our proprietary environmental engineering technologies under the brand
name “ATAL”, we also source and provide quality equipment and products by reputable
manufacturers for water treatment, sewage treatment and solid waste handling.
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ICBT

Our ICBT business provides design, installation and servicing of a wide range of
information and communication technologies (ICT), intelligent systems and green building
solutions. We integrate different technologies with products of many leading hardware and
software suppliers to develop customised software which provides unique solutions for our
customers. With our team of in-house information technology specialists, software engineers,
data scientists, energy and green building experts, we are able to offer one-stop intelligent
building and energy management solutions.

Drawing upon our in-house expertise in security, biometrics, and computer software
development, we design, manufacture, install and maintain advanced automatic passenger
and vehicle clearance solutions. These employ technologies such as automatic gates, licence
plate recognition, facial recognition, finger-print readers and self-service check point kiosks.
Our ICBT business also covers biometric detection, laser detection and radio frequency
identification.

During the Track Record Period, we were engaged as main contractor for some ICBT
projects and were responsible for their overall management. Our ICBT business has been
mostly in Hong Kong but we also had operations in Macau during the Track Record Period. Our
ICBT projects have included:

o Design, manufacturing, installation and maintenance of the automated passenger
and vehicular control system, including the “e-Channel” system, which makes use of
biometric technology to provide ease of access at border control points in Hong
Kong;

° Installation of building management systems (BMS) in major development projects
and landmark buildings in Hong Kong. These include BMS in the second phase of a
major commercial complex in Central, a convention and exhibition centre in
Wanchai, a five-star luxury hotel in Central, a major shopping centre in Kowloon
Tong, a Grade A office tower in Taikoo, a luxury shopping centre in Causeway, a
public hospital in Tuen Mun, and the second and third phases of the science park in
Pak Shek Kok. These are some of the largest BMS installations in Hong Kong in
recent years; and

o Installation of security, closed-circuit television (CCTV), audio-visual and ELV
systems in major developments in Hong Kong such as a composite commercial
development offering Grade A office space, a luxury hotel and serviced apartments
on the promenade of Tsim Sha Tsui; a commercial building in Kowloon Bay; a
luxurious residential building at Stubbs Road, Victoria Peak; the second phase of the
science park in Pak Shek Kok, and an international school in Tai Tam.

The Hong Kong Government’s “Smart City” and environmental protection initiatives

promote the use of advanced and innovative technologies for urban management and energy
efficiency. Our intelligent and green building solutions business offers solutions to property

— 154 —



BUSINESS

owners to reduce energy costs and carbon footprints of their buildings. Our ICBT business also
makes use of emerging technologies like data analytics, Internet of Things (loT) technologies,
cloud computing and deep learning using the resources of our in-house research and
development team. Applications include automatic fault detection and diagnostics (FDD);
energy analytics; and real-time monitoring and optimisation for energy saving.

Intelligent Systems and Automation Solutions

We provide integrated intelligent building systems and solutions for data centres,
commercial buildings, hotels, industrial and residential buildings and infrastructures. These
help our customers increase security control and safety, reduce energy consumption, and
improve operational efficiency. Our solutions include integrated building management systems
(iBMS); energy management and facilities management systems; power management
systems; lighting controls; security systems; and CCTV and ELV systems. We also provide
programmable logic controller (PLC) for industrial controls, and supervisory control and data
acquisition (SCADA) systems, for applications in railways and large-scale infrastructure
projects.

Information and Communication Technologies (ICT) solutions

We develop, customise and integrate end-to-end Internet of Things (loT) solutions for
buildings and infrastructure. These can be used to optimise operations, reduce costs and
perform data analytics to make better business decisions.

Lifts and Escalators

Our lifts and escalators business encompasses the design, production, sale, installation
and maintenance of a wide range of lifts, escalators and moving walkways meeting different
uses and requirements, including heavy duty escalators for public transport and large cargo
and vehicular lifts. We develop and manufacture our lifts and escalators in our production
facilities in Nanjing, under the trade name “Anlev”’. We have the capability to customise our
products to meet customer needs for safety and quality. Anlev Elex Elevator has attained the
highest rating, in safety and quality performance for both the Lift Contractors’ Performance
Rating and the Escalator Contractors’ Performance Rating of the Contractors’ Performance
Rating systems of the EMSD for 25 consecutive quarters since January 2013 and up to the
Latest Practicable Date.

Achievements of our lifts and escalators segment include:
° Supply of lifts and escalators to many major developments in Hong Kong and
overseas including transportation terminals, universities, hospitals and amusement

parks;

° Being awarded the contract for the renovation of the Central Mid-levels escalator
system in Hong Kong with 18 escalators and 3 walkways;
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° Exports to Korea (including supply of 30 escalators and 2 walkways to Magok and
Migum railway stations), the United Kingdom and Italy, among other countries in
Asia, Europe, North America, Africa and Australia; and

° Design and development of a new automated pedestrian overpass system
(PEDARCO) for crossing of canals, railway lines and highways. We hold patent
internationally for the system, which serves elderly and disabled pedestrians to
overcome obstacles.

Our products include lifts, escalators, moving walkways, vertical lift platforms and
automated pedestrian overpasses. We export and sell these products in Hong Kong and to our
dealers in other countries, including the U.K., Germany, ltaly, Korea, the U.S., Canada and
Australia. In addition to providing standard equipment, we provide transportation solutions for
barrier free access for the disabled, including stair lifts, lift platforms and lifts designed
specifically for the disabled.

Our lifts and escalators renovation services consist of customised design solutions to
upgrade lifts and escalators, including upgrading of the major components of existing
equipment to improve its overall performance while minimising disturbance to users. For
further information on the operation of our lifts and escalators segment, please see “— Our
Operations — Operations of our Lift and Escalators Segment” below in this section.

OUR PROJECTS

Most of our contracting projects have duration over two years, depending on the business
segment, size of the contract and complexity of the works involved. Most of our major projects
are building services and environmental engineering projects. Our ICBT and lifts and
escalators segments are engaged in projects of a smaller size but we believe they have
substantial growth potential for our Group as set out in “Expansion of our ICBT segment” and
“Expansion of our lifts and escalators segment” under “Our Business Strategies — Continue
to expand our existing E&M engineering services and consolidate our leading market position”
in this section above.

We divide our projects into two categories: (i) completed projects and (ii) projects in
progress. Completed projects refer to contracting projects for which the relevant practical
completion certificates have been issued. Projects in progress refer to contracting projects for
which we have commenced work but recognise only part of the revenue for accounting
purposes, and for which practical completion certificates have not been issued.
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Movement of number and revenue analysis of our projects

The following table sets out the movement of the number of our major contracting projects
with individual awarded contract sum over HK$200 million (“Major Projects”) during the Track
Record Period and up to the Latest Practicable Date:

From
1 January
2019 to
the Latest
Practicable
FY2016 FY2017 FY2018 Date
Building services
Opening number of Major Projects at the
beginning of the year/
1= 1 1o 10 9 10 10
Number of new Major Projects during the
Year/Period .......oviiiii 2 4 2 4
Number of completed Major Projects during
the year/period ..o, 3 3 2 —
Ending number of Major Projects at the end
of the year/period .......ccoooiiiiiiiiiiii 9 10 10 14
Environmental engineering
Opening number of Major Projects at the
beginning of the year/
PEHIO . .. 4 5 4 2
Number of new Major Projects during the
Year/Period .....o.ovuiiii 1 — — —
Number of completed Major Projects during
the year/period ........coooiiiiiiiiii — 1 2 —
Ending number of Major Projects at the end
of the year/period .......cccooiiiiiiiiiii 5 4 2 2
ICBT
Opening number of Major Projects at the
beginning of the year/period ...................... — — — 1
Number of new Major Projects during the
Year/Period .....coviiiii — — 1 —
Number of completed Major Projects during
the year/period ... — — — —
Ending number of Major Projects at the end
of the year/period .......ccocoiiiiiiiiiiis — — 1 1
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From
1 January
2019 to
the Latest
Practicable
FY2016 FY2017 FY2018 Date
Total
Opening number of Major Projects at the
beginning of the year/
PO . . i 14 14 14 13
Number of new Major Projects during the
Year/Period ......ooi i 3 4 3 4
Number of completed Major Projects during
the year/period ..o 3 4 4 —
Ending number of Major Projects at the end
of the year/period ........cooviiiiiiiiiiiiii, 14 14 13 17
Notes:
1. Opening number of Major Projects at the beginning of the year/period means the number of Major Projects in
progress as of the beginning of the year or period indicated.
2. Number of new Major Projects during the year/period means the number of new Major Projects awarded to us

during the year or period indicated, including those Major Projects tendered in the preceding year, which are
awarded in the year or period indicated.

3. Number of completed Major Projects during the year/period means the number of Major Projects (i) where the
certificates of practical completion have been issued during the year or period indicated; or (ii) we have agreed
with our customers on practical completion by exchange of correspondence.

4. Ending number of Major Projects at the end of the year/period equals to the opening number of Major Projects
during the year/period plus number of new Major Projects during the year/period minus number of completed
Major Projects during the year or period indicated.

5. No Major Projects were awarded to our lifts and escalators business segment during the Track Record Period
and up to the Latest Practicable Date.

— 162 —



BUSINESS

The following table sets out the revenue analysis
Record Period:

of our Major Projects during the Track

FY2016 FY2017 FY2018
(HK$°000)  (HK$'000)  (HK$°000)

Revenue from:
Building services
Projects in progress as at the beginning of the

year/period but uncompleted as at the end of

the year/period™........cccccoviiiiiiiie e, 984,812 925,413 1,040,748
Projects completed during the year/period™ .................... 625,547 510,416 1,065,814
Projects commenced during the year/period..................... 18,684 25,879 1,300
Subtotal ... 1,629,043 1,461,708 2,107,862
Environmental engineering
Projects in progress as at the beginning of the

year/period but uncompleted as at the end of

the year/period.......coouiiiiii 555,377 693,439 214,042
Projects completed during the year/period™ .................... — 108,733 286,545
Projects commenced during the year/period..................... 6,081 — —
Subtotal ..o 561,458 802,172 500,587
ICBT
Projects in progress as at the beginning of the

year/period but uncompleted as at the end of the

YEAIPEIIOU. . it — — —
Projects completed during the year/period™ .................... — — —
Projects commenced during the year/period..................... — — 14,580
Subtotal oo — — 14,580
Total
Projects in progress as at the beginning of the

year/period but uncompleted as at the end of

the year/period... ..o 1,540,189 1,618,852 1,254,790
Projects completed during the year/period™ .................... 625,547 619,149 1,352,359
Projects commenced during the year/period..................... 24,765 25,879 15,880
Subtotal ... 2,190,501 2,263,880 2,623,029
Notes:
1. Revenue for projects completed during the year/period may include revenue which was recognised after the end

of the contract period for variation orders or works that are certified after practical completion.

2. No Major Projects were awarded to our lifts and escalators business segments during the Track Record Period.
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Tender success rate

The table below shows the approximate number and contract value of tenders for
government projects and non-government projects with individual contract value over HK$10
million submitted by us and contracts awarded to us (including projects in which we are a party
to the relevant joint ventures) for the periods indicated.

FY2016 FY2017 FY2018

Contract Contract Contract
value Number value Number value Number

(HK$ (HK$ (HK$

million) million) million)
Government projects™
Tenders submitted .....c.oooviiiiiiii s 1,088 21 3,493 30 6,236 53
Contracts awarded® ..., 189 4 391 9 1,191 10
SUCCESS FATE .uiiiiiiii i 17.4% 19.0% 11.2% 30.0% 19.1% 18.9%
Non-government projects®
Tenders submitted .......oouiiiiii 17,372 241 24,015 269 20,690 254
Contracts awarded® .. 1,415 26 2,972 33 2,777 33
Success rate 8.1% 10.8% 12.4% 12.3% 13.4% 13.0%
Total
Tenders submitted ... 18,460 262 27,508 299 26,925 307
Contracts awarded® ..., 1,604 30 3,364 42 3,967 43
SUCCESS FAt8 .ot 8.7% 11.5% 12.2% 14.0% 14.7% 14.0%
Notes:

(1) Government projects are projects in which we, or our joint operations, enter into contract directly with
department, unit or sub-unit of the government as our customer.

(2) Non-government projects are projects that are not classified as government projects.

(8) The number of contracts awarded in a given period is the number of awarded contracts that had been tendered
in that period, even though the letter of award might have been issued subsequent to that period. The
information in the table above is based on information available up to the Latest Practicable Date.

(4)  For the number and aggregate contract value of tenders and quotations (with individual tender sum over HK$10
million) submitted for the period from 1 January 2019 to the Latest Practicable Date, please see “Tender
Quotations Submitted” below in this section.

From 1 January 2019 to the Latest Practicable Date, we had been awarded 25 new
contracts with individual contract sum over HK$10 million, with an aggregate contract sum of
approximately HK$2,339.3 million. Based on information available as at the Latest Practicable
Date, the total revenues expected to be recognised from these 25 newly awarded contracts for
the years ending 31 December 2019, 2020 and 2021 and onwards are HK$944.8 million,
HK$764.8 million and HK$629.7 million, respectively.
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Tender Quotations Submitted

From 1 January 2019 to the Latest Practicable Date, we have submitted 140 tenders and
quotations with individual tender sum over HK$10 million and aggregate contract value of
HK$19,331.2 million. It normally takes three to six months for tender interviews and
negotiation on project specifications before the results of tenders are made known to us.

OUR OPERATIONS
Building Services, Environmental Engineering and ICBT Operations

Our operations in our building services, environmental engineering and ICBT segments
generally encompass preparation of tender; project implementation by a dedicated project
team and subcontractors as appropriate; supervising, monitoring and providing quality control;
testing and commissioning; and rectifying defects. The diagram below illustrates our operation
processes.

Architect Instruction / Variation Order
Review & Implementation

Customer Tender/Contract Project Initiation & Ly Contract Lp Design, Review & Drawing & Equipment
Requirements B Review ] Planning Commencement Verification Submission & Approval

{ Subcontracting

Handover & Testing & Matera
Release of l&—| Maintenance in Defects [@—{ Commission & Design  (@—{ Site Installation & | q— ecsVng,
Retention Money o . - Inspection Handling &
Liability Period Validation pectl Storage

Marketing

In the E&M engineering industry, requests to tender for projects often come from
word-of-mouth referral, reputation and established track record rather than advertising and
promotion. We do not incur material spending on advertising and promotion. Our relationships
with our customers are maintained by senior management. We have active networks of
communication with clients, architects and consulting engineering firms that to some degree
serve a marketing function.

Identification of potential projects and invitation for tenders

We both identify potential tender opportunities or receive invitations to tender, which may
be open tenders or sent to a selected group of prequalified contractors on the customer’s list
of approved contractors. Other than the tender invitations sent to us by non-government sector
customers, we keep track of tender notices by monitoring the Hong Kong government websites
and gazette on which they are published. Established organisations, such as public utilities
companies and transportation companies, may send invitations to prequalify and tender for
major projects to contractors with relevant job experience.
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Contracts in the government sector in Hong Kong are generally awarded through open
and competitive tenders. Tender invitations may be published in the Government Gazette, on
the internet, and all relevant qualified contractors/suppliers are free to submit tenders. In some
projects, tenders are by invitation, and are sent to qualified contractors/suppliers on the
Contractor List or Specialist List maintained by the Works Branch of the Development Bureau
(WBDB) for selective tendering.

Preparation and Review of Tenders and Contracts

The preparation of tenders is a very important aspect of our operations and requires
considerable experience in pricing the tender so that it is competitive while remaining
profitable. We have adopted a detailed and comprehensive tender and project risk
management system in order to control, manage and mitigate risk. Under the system, tenders
and projects are categorised into different risk classes based on a list of factors including the
contract sum, contract type, specifications, expected labour costs, material price fluctuation,
and compliance issues. Based on the risk class of the relevant tender, we will determine the
level of risk management measures, including tender review, approval, reporting, risk
containment and mitigation.

Set out below are the major workflows of our tender preparation process:

(1) Thorough analysis of the project to be undertaken and collection of cost data

o Conduct site visits, meet with clients and their consultants to understand the project
requirements.

° Collect data including quotations from potential subcontractors and suppliers;
estimate required management resources and labour costs.

° Review the technical and financial aspects of each project, especially the range and
complexity of skills to be involved and expected completion schedule.

(2) Review of project data by tender submission committee

° Submit information needed for tender to the tender submission committee for the
project. Data includes tender and contract conditions; project timetable;
specifications; bills of quantity; costing of equipment, materials and subcontractors;
and regulatory requirements and project risks.

° Tender submission committees are organised based on the contract amount and risk
class of the project. Depending on the risk class of the project, which is determined
based on a number of factors, the committee may include our chief executive,
directors, heads of business units, and engineers.
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° The tender submission committee is responsible for making decisions on whether to
submit the quotation, based on available information and taking into account factors
including our relationship with the potential client and its reputation; the nature and
significance of the project; existing commitments and available resources; the
estimated gross profit margin; and market conditions at the time of submission.

(8) Pricing tenders

° In pricing our tenders, we make references to factors including the equipment and
manpower requirements of the project; our resource availability; material and labour
costs, subcontractor quotations, as well as expected price trends during the term of
the project; site conditions; risks involved in the project; risks of possible delays and
changes to specifications; the client’s proposed payment terms; and our previous
experience with the client, if any.

° We have established tender price benchmarking parameters for certain business
segments, to provide high-level price comparisons of projects of a similar nature and
to avoid submission of underpriced tenders. The benchmarks are updated regularly.

Project implementation

Once a contract has been awarded to us, we form a project management team, usually
comprising a project director or project manager, engineers, quantity surveyor, quality and
safety employees, technical employees, and accounting employees.

The responsibilities of project management teams include (i) formulating detailed work
programs; (ii) fine-tuning and finalising the design control plan and project master plan based
on specifications received from customers; (iii) obtaining licences and work permits for
execution of the project; (iv) providing induction training and personal protective equipment to
workers; (v) materials procurement; (vi) engaging subcontractors; (vii) expenditure forecast
and cost control; (viii) coordinating with customers, service providers and suppliers to
complete the projects according to schedule; (ix) managing our resources and subcontractors
to complete projects on time; and (x) ensuring work quality.

We generally do not carry out installation or fitting out works directly. We subcontract
these works to one or more subcontractors depending on the size and nature of the project.
Regular meetings among the project team members and subcontractors are held to review
work-in-progress and to ensure effective project control and information flow.

We hold frequent meetings with parties including the main contractor, architects,
consultants, other contractors and client representatives to keep them informed of the
progress, to identify any actual or potential problems and to implement corrective action
promptly.

We are responsible for overseeing our materials on-site and ensuring the engineering
installation works performed by our subcontractors meet the required standards and are tested
properly. Our subcontractors are responsible for carrying out the installation work under our
instructions and supervision.
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We have implemented a time and cost estimation process for our projects that enables
our Group to operate in line with our pricing strategies. We monitor work progress through our
project management reports and our financial control register, which provide a means of
charting our expenditures of resources, such as cumulative costs and manpower which allow
us to determine whether our projects are carried out on schedule in accordance with our
respective project execution plans and within our budgeted costs, and manage any
foreseeable cost overruns.

Cost overruns, whether due to unfavourable construction conditions, inefficiency of other
parties involved in the project, inaccurate estimates or other factors such as delay in work
progress arising from disputes or incoordination among the parties involved, which are not
uncommon, may result in a lower profit or even a loss on a project. Please see “Risk Factors
- If we are unable to accurately estimate the risks, progress, revenues or costs when we enter
into contracts or fail to perform our contracts based on our estimates, or if we fail to agree on
the pricing of work done pursuant to variation orders, we may be unable to realise the
anticipated profits or incur losses on the contracts”.

Procurement of materials and equipment

When awarded a contract, we place purchase orders for major materials and equipment
required after an internal procurement review process and submission of our plan to the client
representative for approval. Some clients may have specific requirements on the materials or
suppliers to be used. We conduct materials planning at the commencement of a project with
the objectives of ensuring specific materials are secured and material expenditure and
wastage are under control. We request suppliers on our approved supplier list to provide
quotations for us to select the best offer to suit our project needs. Please see “Supply” below
in this section for information on our selection of suppliers.

Subcontracting Arrangements

We generally subcontract the labour works to selected subcontractors based on the
labour-intensiveness of the work involved. We may also subcontract other works according to
specialist requirements and the need for cost effectiveness. Please see “Subcontracting”
below in this section for further information.
Quality and Safety Assurance

In order to achieve consistent performance standards, we have adopted a stringent
control and assurance system for monitoring the quality of materials used as well as the
project implementation process. Please see “Quality Controls” and “Risk Management and
Internal Controls” below for further information on our quality and safety assurance procedure.

Completion

At the completion of the project, which is marked by the issuance of practical completion
certificate or completion of an agreed milestone, handover will be arranged with the client’s
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representatives. The architect or engineer engaged by the client will issue a practical
completion certificate. Practical completion means that the project, based on the work scope
under the awarded contract, has been substantially completed; but works under variation
orders may continue after practical completion. Practical completion also marks the beginning
of the defect liability period. During the defect liability period, we are required to rectify any
defects in our work. During the Track Record Period, costs of such rectification was not
material.

Customer feedback

Customer feedback are valuable tools for improving our services. We take customers’
comments and suggestions seriously and have established procedures for handling such
feedback. During the Track Record Period and up to the Latest Practicable Date, we have not
received any material complaints from our customers.

Key terms of contracts with our customers

Generally, our E&M engineering service contracts contain terms on the contract price,
scope of work, payment terms, retention money, defect liability period, variation orders,
performance bonds, insurance and termination.

Price

Contracts usually state an agreed contract sum on a lump sum fixed price basis. In certain
public work contracts, the price is subject to cost fluctuation adjustment.

Progress payments

Our service contracts usually provide for progress payments to be made on a monthly
basis or milestone payments to be made upon achievement of defined stages of progress as
agreed with the customer. After we submit an application for payment to the customer, based
on work completed and materials delivered to project site, the appointed quantity surveyor,
engineer or architect inspects and certifies the payment amount, and then issues a payment
certificate for work progress during the previous month and the customer then makes payment
with reference to the payment amount as stated in the payment certificate.

Retention money

Service contracts typically provide for a retention sum of a certain percentage of each
interim payment, up to a maximum of 5% of the contract value. Typically, not more than 50%
of this retention sum is released upon the receipt of the practical completion certificate and the
balance is released upon receipt of a certificate that we have made good any defects at the
end of the defect liability period, or the whole portion of retention money is released after
expiry of the defect liability period.
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Defect liability period

Contracts typically include a defect liability period, during which we are responsible to
rectify any defects in our work. The defect liability period is typically for a period of one year
from the date of practical completion for Hong Kong and Macau projects, and two years for
projects in Mainland China. If the materials used are defective, we will replace them during the
defect liability period or request our suppliers or subcontractors to do so.

Variation orders

We may be given variation orders where our customers amend the specification and
scope of works from that originally contracted. A variation order may expand, reduce or vary
the original scope of work and alter the original contract sum. The value of a variation order
is agreed with the client. Variation orders are common in E&M engineering contracting works,
and may in some cases materially vary the contract sums, resulting in the final contract sums
being materially different from the awarded contract sums. Variation orders may also vary the
contract schedule resulting in ongoing works and revenue recognition even after the practical
completion certificate has been issued for a project.

Performance bonds

For certain contracts, we may be required to provide performance bonds at a stipulated
value in favour of our customer. These remain in effect until the performance bond is returned
or expires upon completion of the project when the practical certificate is issued or at the end
of the defect liability period. The customer may utilise the performance bond to make good any
loss or damages sustained as a result of any breach of the contract we have committed,
including any liquidated damages. During the Track Record Period, there were no material
claims by customer against our performance bonds.

Insurance

Under our service contracts, the main contractors or clients are generally responsible for
purchasing third-party liability insurance and contractor’s all risks insurance for the projects.
These cover liability arising from accidents or actions of the main contractors and their
subcontractors (including our Group and our subcontractors). In cases in which we are the
nominated subcontractor or a main or direct contractor of the client, we purchase employee
compensation insurance covering liability in respect of our employees and employees of our
subcontractors.

Others
Some of the contracts may include clauses which provide for matters such as requirement

for security deposits and confidentiality clause covering the project specifications and
drawings.
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Termination

Our contracts can be terminated if, among others, our performance is found to be
unsatisfactory, or we become insolvent, or (where we act as subcontractor) for any reason the
main contractor’s contract for the project has been terminated. During the Track Record
Period, none of our contracts have been terminated for the above reasons.

Inventory management

We manage the scheduling of orders and delivery of materials, in order to match material
deliveries with project requirements. We maintain a certain level of commonly used materials
and equipment in our warehouse, such as control equipment and spare parts, for use in
maintenance services.

Information technology systems

We use advanced information technology system to reinforce efficiency in management,
operations, and planning. For example, we make use of building information modelling (BIM)
enabling us to save costs and improve quality and efficiency.

Operations of our Lifts and Escalators Segment

We summarise below the major operation processes of our lifts and escalators segment,
which due to the nature of the segment, are different from our other three business segments.

Design and manufacturing of lifts and escalators

We design, manufacture and assemble lifts, escalators and related products at our
production base in Nanjing, Mainland China, which is equipped with flexible production lines
capable of customising our products to meet different customer requirements.

We place particular emphasis on product design and development to meet customer
requirements. Where customers require products beyond our existing product portfolio or
modifications of existing models to perform specific functions, we provide customised products
to meet their requirements. The lift and escalator design process typically involves preparation
of drawings and specifications of the product, which must be approved by the end customer
and comply with the safety requirements and production guidelines under the laws and
regulations of the export destination.

The production of our lifts and escalators at our production facilities in Nanjing generally
involves the following steps:

(1) Preparation and confirmation of design drawing and technical specifications
according to project requirement;

(2) Procurement and manufacturing of parts based on confirmed drawing and
specifications;
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(83) Assembly of parts;
(4) Final inspection, trial and performance assessment;
(5) Packing and delivery

In FY2016, FY2017 and FY2018, we manufactured 31, 18 and 77 sets of lifts and 67, 95
and 76 sets of escalators, respectively. The decrease in number of sets of lifts manufactured
by our Group in FY2017 was primarily attributable to the decrease in the demand for our lifts
and in the number of related projects awarded to our Group in FY2017.

In FY2018, the number of sets of lifts and escalators manufactured by our Group
increased by 327.8% and decreased by 20%, respectively as compared to the 18 sets of lifts
and 95 sets of escalators manufactured by our Group in FY2017. The increase in the number
of lifts manufactured by our Group in FY2018 was mainly attributable to a major contract for
supply of lifts for a residential development project in Mainland China and increase in sales
orders from Hong Kong and overseas, which our Directors believe resulted from our active
marketing efforts. Subsequent to the Track Record Period and up to the Latest Practicable
Date, we had secured contracts for the manufacture and supply of 108 lifts and 103 escalators.

Production capacity and utilisation rate of our production facilities

The following table sets out the estimated production capacity, actual production volume
and utilisation rate of our production facilities in Nanjing during the Track Record Period:

FY2016 FY2017 FY2018
Number of Number of Number of
units units units

Manufacturing facilities for lifts:
Estimated production capacity™ ........................... 130 130 130
Actual production volume.........ccooviiiiiiiiiiiiia, 31 18 77
Utilisation rate® ... 24% 14% 59%
Manufacturing facilities for escalators:
Estimated production capacity™ .......................... 139 139 139
Actual production volume.........cccooiiiiiiiiiiiinn, 67 95 76
Utilisation rate@ ... ....oooomeeii e 48% 68% 55%
Total:
Estimated production capacity" ........................... 269 269 269
Actual production volume...........coooiiiiiiiiii 98 113 153
Utilisation rate® ... ... 36% 42% 57%
Notes:
1. Production capacity is estimated by the management of our Group based on the number of production lines,

number of workers, working days, working hours per day, and the time required for maintenance and relevant
conditions of the production line in each of the periods indicated above.

2. The utilisation rate is derived by dividing the actual production volume by the estimated production capacity.
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Utilisation rate of our production facilities in Nanjing, increased from 36% to 57% during
FY2016 to FY2018, which was mainly attributable to the increase in sales orders received for
our lifts and escalators products during the Track Record Period. The utilisation rate of our
production facilities was relatively low in FY2016 and FY2017 in light of the low sales volume
of our lifts, which was mainly because we only marketed our lifts in Hong Kong and overseas
at the relevant times, and the relatively higher production costs per unit of our lifts had
prevented us from reducing the selling price of our lifts to capture sales from the mass market,
particularly of Mainland China, which had led us to value engineer our lifts and escalators
recently to develop new product models compliant with PRC safety and technical requirements
at more competitive cost.

Utilisation rate of our production facilities increased from 42% in FY2017 to 57% in
FY2018, mainly attributable to the aforementioned major contract for supply of lifts for a
residential development project in Mainland China and increase in sales orders from Hong
Kong and overseas.

Expansion of our production facilities

We plan to expand our current production facilities and establish a new production plant
(“New Production Plant”) in Nanjing to support (1) our expansion in the Mainland China, Hong
Kong and overseas lifts and escalators markets and (2) the market launch of our newly
developed automated pedestrian overpass system (PEDARCO) as further particularised
below:

(1) Expansion of our lifts and escalators business in Mainland China, Hong Kong and
Overseas

We aim to leverage on the quality, safety and customised designs of our lifts and
escalators to capture the growth and business opportunities in the lifts and escalators segment
arising from the growing safety awareness of lifts and escalators, rising housing supply and
ongoing urban renewal in Hong Kong, as well as the rising trend of customisation of lifts and
escalators in Mainland China, being the world’s largest lifts and escalators market in terms of
production and consumption according to the Frost & Sullivan Report.

From 1 January 2019 to the Latest Practicable Date, we had been in negotiation with
potential customers and business partners in Hong Kong, Australia, Korea, Italy, the U.K. and
the U.S. for manufacture and supply of our lifts and escalators products. As at the Latest
Practicable Date, (i) we have been participating in tendering work in Hong Kong actively,
including the submission of tenders for 27 lifts and 4 escalators for a public hospital in Hong
Kong and for 30 lifts and 12 escalators for a theatre complex project in the Western Kowloon
Cultural District in Hong Kong; (ii) we submitted proposals for the supply contracts for over 400
escalators for the metro systems of Brisbane, Sydney, Melbourne and Victoria, Australia and
for 73 lifts and 29 escalators for an integrated resort development in Brisbane, Australia; (iii)
we submitted proposals for the supply of 10 escalators to two railway stations in the U.K.; (iv)
we have been awarded the contract for the supply of 17 elevators and 4 escalators for a
residential development in Monterrey, Mexico, and of 18 elevators and 2 escalators for a hotel
development in New Mexico City, Mexico and (v) we submitted proposals for the supply of 154
escalator to a metro project in Mexico. Our Directors believe that these potential customers
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and business partners consider us as their potential suppliers of lifts and escalators mainly
due to (i) our reputation and satisfactory past track record; (ii) the quality of our products; and
(iii) the comprehensive after sales services we provide directly or through our distributors.

(i) Mainland China

According to Frost & Sullivan, driven by the continued urbanisation and construction of
buildings, the market size in terms of output value of the lift and escalator market in Mainland
China had seen rapid growth from approximately RMB$111.5 billion in 2013 to RMB$173.4
billion in 2018, representing a CAGR of 9.2%. Given the redevelopment and upgrade of
building facilities for existing buildings, such growth momentum is expected to be sustained in
the next five years. For more information on the market outlook of the lifts and escalators
market in Mainland China, please see “Industry Overview — Market Landscape of the Lifts and
Escalators Market in Mainland China”.

To capture the growing business opportunities in the Mainland China lift and escalator
market, we have been value engineering our lifts and escalators to develop new product
models compliant with PRC safety and technical requirements at more competitive cost, and
developing sales in different provinces in Mainland China since 2018. Despite the keen
competition in the lift and escalator market in Mainland China, we believe the quality and
safety of our lifts and escalators and our strong project references in various parts of the world
will enable us to expand into the Mainland China market which is placing more focus on quality
and safety and implementing tightened standards. We have also been developing
collaborative ventures with a US/Japanese components manufacturer for medium and high
speed lifts in Mainland China, which we believe will better fulfil the specific needs of Mainland
China’s lift and escalator customers and help to strengthen our market presence.

To strengthen our marketing efforts in Mainland China, we have hired a marketing
manager and a sales manager, both with relevant experience in the lift and escalator market
in Mainland China, since early 2018, and have set up service teams to carry out more sales
and marketing activities to promote our brand and our products in Mainland China. While our
current sales office in Nanjing will continue to manage sales and service of our lifts and
escalators in Eastern China, we have set up a sales office and a service centre in Tianjin in
2018 to manage sales in Northern China, and are in the process of setting up offices in
Guangdong and Western China to better ensure sufficient geographical coverage of our
marketing, sales and service efforts and to accelerate our market penetration into our target
markets in Mainland China. In addition, we are setting up a showroom with displays of lifts and
escalators for customer visits and factory tours to showcase our products, raise brand
awareness and attract sales.

In view of the rapidly growing Mainland China lift and escalator market and increasing
national market demand for lifts and escalators according to the Frost & Sullivan Report, we
target to sell 1,000 units of lift and escalator products in Mainland China by 2020. While this
sales target represents a relatively small market share of the Mainland China lift and escalator
market, we consider it is a reasonable starting point for our expansion into the Mainland China
market given that we had not marketed our products in Mainland China until FY2018 and had
recently expanded into this market. To achieve this sales target, we plan to continue to boost
our aforementioned marketing, sales and service efforts in the Mainland China market, and
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upgrade our existing production facilities to produce products of higher quality with higher
efficiency. We expect to realise substantial growth in sales of lifts and escalators in the
Mainland China market by 2020.

(i) Hong Kong

Since 22 March 2018, Anlev Elex Elevator has been registered as a Lift and Escalator
Contractor on the Housing Authority’s Lists of Works Contractors (for details, please see
“Regulatory Overview — E. Licences and Registrations Required for Our Lifts and Escalators
Business - E3. Undertaking Housing Authority projects”), and is eligible to tender for certain
contracts for the supply, installation and/or maintenance of lifts and escalators with the
Housing Authority. To the best knowledge of our Directors, the Housing Authority generally
invites tenders for the manufacture of around 350 lifts per year. In view of the competition from
over five other listed Lift and Escalator Contractors, we expect to supply around 30 lifts to the
Housing Authority per year starting from the year ending 31 December 2019.

(iii) Overseas

We have also recently strengthened our marketing effort in overseas markets in the U.S.
and the European Union. The targeted new customers are distributors with wide distribution
network in their respective territories or countries, which do not have their own production
facilities, or companies with high production costs looking for more economical production
operation. According to the initial discussion with the potential customers and business
partners in the regions mentioned above, we expect to receive orders for our lifts and
escalators which will exceed the current capacity of our production facilities. As such, an
expansion in production capacity will be essential to capturing the upcoming market demand
and future market growth and achieving economies of scale.

In view of the abovementioned expansion plans for our lifts and escalators business,
which had commenced prior to FY2018, our Directors believe that there will be substantial
growth in market demand for our lifts and escalators products. For instance, the actual
utilisation rate of our production facilities for lifts increased from 14% in FY2017 to 59% in
FY2018, mainly attributable to the increase in sales of our lift products in FY2018, which our
Directors believe was resulted from our active marketing efforts. We therefore expect that our
existing production facilities will be unable to cater for the expected growth in demand for our
products from the Hong Kong, Mainland China and overseas markets and may become fully
utilised by 2019.

(2) More spacious New Production Plant to accommodate PEDARCO

Our lift and escalator operation had recently developed an automated pedestrian
overpass system (PEDARCO), which provides a comfortable and safe passage over
motorways, railway lines and canals, in particular for children, elderly and the less abled and
handicapped pedestrians. PEDARCO picks up pedestrians on one side of a vehicular road,
travels upwards and transports the pedestrians across the vehicular road, and travels
downwards on the other side of the vehicular road. Compared to conventional pathways for
crossing public vehicular roads, such as subways and footbridges, the PEDARCO system
provides a more community friendly transportation solution as (i) it is capable of transporting
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pedestrians, including the elderly and disabled, as well as equipment such as wheelchairs,
baby prams and bicycles, across vehicular roads without requiring any mobility on the part of
the pedestrians, and allows vehicles to continue to pass through the vehicular roads
underneath the PEDARCO as it transports pedestrians across the roads, (ii) its installation
could be completed at a significantly higher speed than subways and footbridges, thereby
minimising the interruption to the road traffic on the relevant vehicular road, (iii) it consists of
components that could be readily assembled and disassembled, which means that a
PEDARCO system installed across a particular vehicular road could be efficiently dissembled
(for example where that vehicular road is under long-term road works) and reused for
installation across another vehicular road, thereby minimising wastage; and (iv) it could be
built and installed at a relatively lower cost and is less restricted by the space available. This
innovative equipment had received worldwide patents for its safety, environmental and energy
saving features.

Having considered the aforementioned features of the PEDARCO system, our Directors
believe that there is a potentially strong market for the PEDARCO system, in particular in
areas with growing aged populations and caring communities. We have launched various
marketing activities for PEDARCO since 2018, including advertising PEDARCO in a major
elevator magazine and attending trade exhibitions to promote PEDARCO to lifts and
escalators distributors in various countries, including Hong Kong, selected cities in Mainland
China, the U.K., Australia, Italy, Canada and the U.S.. Certain of our existing customers and
other third parties from Mainland China and certain overseas markets such as Italy, U.K. and
Australia, have also expressed their interest in the PEDARCO system to our Group. PEDARCO
is at its final stage of product development and was certified by the National Elevator
Inspection and Testing Center* (% & # 5 & ¥ B 4555 L) to be compliant with all relevant
specifications and requirements of Mainland China. We plan to initially launch the PEDARCO
system after the New Production Plant has been put into full operation, which is expected to
be by the end of 2020, and start accepting orders for the PEDARCO system in certain selected
regions in Europe, Australia and Mainland China as pilot testing points, enhance and adjust the
PEDARCO system to suit local needs based on feedback from the initial launch, and proceed
with full-scale launches in those regions that have higher market receptivity to the PEDARCO
system.

A major challenge that we currently face in our final development of PEDARCO is the
large size of the components of the PEDARCO systems (which could span from 24 metres to
36 meters in terms of width (in order to be built across vehicular roads with four to six lanes
of motorway) and could reach a maximum height of 12 metres (in order to allow a double
decker bus to go through underneath)), which could not be fully accommodated by our current
production facilities in Nanjing (which has a base area of 27,000 sq. m. and an overall height
of only 12 metres). It is currently estimated that the final development and production of
PEDARCO would require an assembly area within the New Production Plant with a base area
of at least 6,000 sq. m. and an overall height of over 16 metres, which is expected to
accommodate the assembly process of six production lines for PEDARCO products (each of
which requires an assembly area with minimum width of 24 metres, minimum length of 36
metres and minimum height of 16 metres).
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(3) Our Production Facilities Expansion Plan

Having considered the above factors, our Directors expect that our current production
facilities will be unable to cater for the abovementioned expected growth in demand for our lifts
and escalators from the Hong Kong, Mainland China and overseas markets. In order to (i)
prepare for the expected growth in our sales of lifts and escalators in the future and (ii)
accommodate the development and future manufacturing of PEDARCO systems, we plan to
expand our current production facilities in Nanjing and establish the New Production Plant in
the region near our existing production base in Nanjing, which shall have a base area of
approximately 60,000 sq. m. and an overall height of 16 metres, the production area of which
will be mainly allocated to the production of our existing lift and escalator products, and will be
allocated to the production of PEDARCO products based on the market demand forecasts for
PEDARCO.

The expansion is expected to be completed in stages. The expansion of our current
production facilities is expected to complete in the second half of 2019 and the setting up of
the New Production Plant is expected to commence in the first quarter of 2020 and to complete
in 2021. The New Production Plant will be put into operation by stages starting from the second
half of 2020 and is expected to fully operate by the end of 2021. The following table
(“Production Capacity Table”) sets forth the estimated growth in our production capacity after
(i) the expansion of our current production facilities and (ii) the New Production Plant has
become operational, both by stages:

Estimated
Existing additional Estimated Estimated
annual production additional total
production capacity by production maximum
capacity of expansion of capacity of annual
current current New production
production production Production capacity
Capacity (units/year) facilities facilities Plant (Note)
LiftS o 130 114 1,956 2,200
Escalators ......ooooiiiiii 139 36 625 800
Total e 269 150 2,581 3,000
Notes:
1. Maximum annual production capacity is estimated based on the assumptions that (i) all production capacity as

planned are in place and in full operation; and (ii) reasonable level of production efficiency with reference to our
existing manufacturing facilities in Nanjing is achieved.

2. The above estimated additional production capacities of our current production facilities after the
abovementioned expansion and the New Production Plant are expected to be progressively achieved and to be
fully realised by the end of 2019 and 2021 respectively.
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The following table sets forth the expected production volume and expected sales of
products of (i) our current production facilities after the abovementioned expansion and (ii) the
New Production Plant:

For the year ending 31 December

2019 2020 2021
Expected Expected Expected
Production Expected Production Expected Production Expected
volume Sales volume Sales volume Sales
(unit) (HK$ million) (unit) (HK$ million) (unit) (HK$ million)

Lifts v 220 58 558 100 1,100 198
Escalators................. 160 43 305 82 400 107
Total oo 380 101 863Note 182 1,500 305
Notes:
1. As the New Production Plant will only be put into operation starting from the second half of 2020 and will not

be fully operating until the end of 2021, the estimated total maximum annual production capacity of the New
Production Plant of 3,000 units per year as set out in the Production Capacity Table above could only be partly
achieved in 2020, which is reflected by the estimated total production volume of our production facilities of 863
units in 2020 as set out in the above table.

2. The above expected production volumes and sales of lifts and escalators for the years ending 31 December
2019, 2020 and 2021 do not include the expected production volumes and sales of PEDARCO as (i) the
production volume of PEDARCO could only be reasonably estimated after the completion of its final
development stage and after the New Production Plant has been put into full operation, which is currently
expected to be by the end of 2021 and (ii) the production of our existing lifts and escalators products and
PEDARCO products shall be adjusted according to the actual demand for such products at the relevant time.

For details on our business strategy for the expansion of our lifts and escalators segment,
please see “Our Business Strategies — Continue to expand our existing E&M engineering
services and consolidate our leading market position — Expansion of our lifts and escalators
segment” in this section above.

Quality and safety assurance for lifts and escalators

We maintain a stringent quality control and assurance system for our lift and escalator
production processes and operations.

Our lifts and escalators segment operates under 1SO9001 (Quality Management),
ISO14001 (Environmental Management) and OHSAS18001 (Occupational Health and Safety
Management), and in compliance with European Standard EN115 (Safety rules for the
construction and installation of escalators and passenger conveyors) and European Standard
EN81 (Safety rules for the construction and installation of lifts). Our escalators and moving
walkways also meet the requirements of the Safety Code for Elevators and Escalators
published by the American Society of Mechanical Engineers and the relevant standards in
Australia and Korea.
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Our customers and the relevant government authorities did not report or raise any
material safety issues with our products during the Track Record Period. Over the Track
Record Period, there was no material product liability or legal claim due to the quality of our
products. Similarly, there were no material adverse finding from any inspection or audit by a
government authority or customers during the Track Record Period.

Inventory management of lifts and escalators

We use just-in-time inventory management to minimise inventory costs. Raw materials
and components are put into production only when they are used. The volume of our
semi-manufactured products is kept at an appropriate level to facilitate the production process.
Our products are generally customised and finished goods are retained only for examination
purposes. We experienced no material issue during the Track Record Period with respect to
inventory accumulation of our products by our distributors.

Sales and marketing of lifts and escalators

During the Track Record Period, we sold our lifts and escalators in Hong Kong with our
own sales team and in overseas market through our distributorship network. This network
covers 23 sales regions in Asia, Europe, the Middle East, North America, South America and
Australia. As at 31 December 2016, 2017 and 2018, we had 17, 19 and 23 distributors,
respectively, which are all Independent Third Parties, some of which have entered into
distributorship agreement with our Group. During the Track Record Period, we terminated one
distributorship agreement due to unsatisfactory sales performance of the distributor.

We work with our distributors to identify potential customers and on sales and marketing
of our products in their sales regions and provide them with technical support for the
installation and maintenance of our products. We select our distributors based on factors such
as their scale of operations, business presence and sales network in the specific sales region,
credit records, financial conditions and service capabilities.

To strengthen our marketing efforts in Mainland China, we have hired a marketing
manager and a sales manager, both with relevant experience in the lift and escalator market
in Mainland China, since early 2018, and have set up service teams to carry out more sales
and marketing activities to promote our brand and our products in Mainland China. We have
also set up sales offices in Nanjing and Tianjin to manage sales and servicing of our lifts and
escalators in Eastern China and Northern China, respectively. In addition, we are planning to
set up a showroom in Mainland China to showcase our lifts and escalators products, to
accelerate our market penetration into our target markets in Mainland China and attract sales.
For more details on our recent sales and marketing efforts for our lifts and escalators business
in Mainland China, please see “— Expansion of our production facilities — (1) Expansion of
our lifts and escalators business in Mainland China, Hong Kong and Overseas — (i) Mainland
China” above in this section.
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Distributorship agreements

For the distributors with whom we have entered into legally binding distributorship

agreements, the major terms of our distributorship agreements are set out below:

(1)

(9)

Exclusivity and commission: We generally appoint one exclusive distributor in each sales
region. However, we retain the right to carry out direct sales in the particular sales region,
and our distributor may also propose to us to directly transact with a customer if the
distributor prefers not to act as buyer and reseller. In both cases, our distributor is entitled
to a percentage commission on sales made by us, after full payment by the customer.

Contract duration: Generally, the term of each distributorship agreement is three years.
We can terminate distributorship agreements with written notice for a variety of reasons,
including the distributor’s failure to abide by the agreements or meet annual sales targets
designated by us, or any circumstance which may prevent our distributors from effectively
carrying out their obligations under the agreements.

Duties of Distributors: Our distributors are typically required to carry out marketing and
advertising for our products, and are permitted to use our trademarks and trade names
only for such purposes. They are required to observe our sales policies; and provide
maintenance services using their personnel.

Relationship with distributors: Our distributors place orders directly with us and we have
a seller-buyer relationship with our distributors. Ownership of the products is passed to
our distributors, and revenue of such product sales is recognised, upon the delivery of the
products to the distributors.

Pricing: We control the pricing of our products with our price quotation provided to our
distributors.

Payment terms: We generally require our distributors to pay in stages: when the order is
placed; on delivery; and upon practical completion of the installation.

Sales targets: We set annual sales targets for the distributors at the beginning of each
year but do not impose any minimum purchase amount.

Product return and warranty: Products supplied to our distributors are warranted against
defect for one year from the first day of commercial use, or 18 months from the date of
shipment to our distributors, whichever is earlier. Our distributorship agreements do not
contain any provision for product returns.

Control and evaluation: We require distributors to provide us with their sales and
inventory information.

After-sales services for lifts and escalators

Our lifts and escalators are covered by warranty against defects in workmanship,

materials and construction. During the Track Record Period, product returns from end
customers or distributors were negligible and without material impact, and all warranty
expenses were included in the manufacturing costs of our lifts and escalators.
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Upgrading and maintenance of lifts and escalators

We also provide upgrading and maintenance services for lifts and escalators for
upgrading and maintaining their performance.

RESEARCH AND DEVELOPMENT

Our research and development teams focus on technology innovation, continuous
process improvement for process innovation and digital technology for process innovation. In
FY2016, FY2017 and FY2018, we incurred research and development expenses of HK$0.5
million, HK$0.8 million and HK$3.7 million, respectively. As at the Latest Practicable Date, our
research and development team was managed by six qualified engineers, including one
engineer with more than 25 years of relevant experience and four with postgraduate
qualifications.

Our environmental engineering segment has been investing in the research and
development of waste treatment solutions to keep up with the evolving needs of our customers
and the changing technological standards in the environmental engineering industry. For
instance, we have invented (i) a process to improve the efficiency of sedimentation for
wastewater treatment; (ii) an aeration biological filter tank with specially-arranged filtering
heads to improve the effectiveness of filtration for sewage treatment; and (iii) kiln feed device
to facilitate the pouring of paste materials into kilns, and have registered patents for such
inventions. In addition, during the Track Record Period, our environmental engineering
segment successfully developed a compact and high rated sedimentation process for
application to waste water and sewage treatment plants. The process increases treatment
capacity for a given level of environmental footprint. As at the Latest Practicable Date, we had
applied this newly developed process in 22 environmental engineering projects. We also
developed a new activated sludge process with anammox technology, which achieves a
substantial reduction in nitrogen and nitrates pollutants generated during the sewage
treatment process.

We have been cooperating with universities in Hong Kong and Mainland China and other
organisations for research and development of engineering technologies. In 2016, we began
a five-year cooperation project with Shanghai Jiao Tong University to support the joint
research and development of specialised waste water treatment techniques. These anaerobic
biological wastewater treatment, landfill leachate treatment, high-salinity industrial wastewater
treatment, advanced sewage treatment processes with excess sludge reduction, and solutions
for remediation of heavy metal contaminated soils. We are also collaborating with a Hong
Kong-based nanotechnology and advanced materials research and development centre on a
market-driven energy savings project for application of nano bubbles in large scale waste
water treatment and recycling. Moreover, we partnered with Tsinghua University to develop a
new technology for waste water treatment, and are collaborating with The Hong Kong
University of Science and Technology to develop a technology for generating building
information models (BIM) based on unmanned aerial vehicle (UAV) and indoor
three-dimensional laser scanning technologies.
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In our ICBT segment, after our development of the automated clearance system and
various related solutions to enhance its performance, we are currently engaged in research
and development on advanced chiller plant optimisation, energy analytics and fault detection
and diagnostics.

In our lifts and escalators segment, our research and development initiatives include the
following. We designed and developed an automated pedestrian overpass system (PEDARCO)
for crossing of canals, railway lines and highways, which has obtained patent internationally.
We have made use of new technologies in our development of our automated passenger and
vehicle clearance systems.

We intend to increase our investment on research and development, as set out in “— Our
Business Strategies” above in this section.

CUSTOMERS

During the Track Record Period, our major customers included property developers and
main contractors in Hong Kong and Mainland China, hotel and property developers in Macau,
government departments in Hong Kong, and a transportation company in Hong Kong. We enter
into agreements with our customers on a project basis, depending on the duration of projects.
The majority of such contracts have terms over one year.

Top Five Customers

In FY2016, FY2017 and FY2018, our five largest customers accounted for 42.1%, 38.5%
and 44.2% of our revenue, respectively. Our single largest customer accounted for 9.5%,
10.3% and 13.4% of our revenue during the same periods, respectively. All of our five largest
customers for FY2016, FY2017 and FY2018 are Independent Third Parties.

The table below sets out information on our top five customers during the Track Record
Period:

For FY2016
Years of
business Revenue % of our Credit terms
Services relationship contribution total and payment
Customers Background provided by us with us (HK$°000) revenue method (Note)
Customer A Hong Kong E&M engineering 24 420,880 9.5% 21 days from the
government design, installation date of payment
department and maintenance certificate;
responsible for services Cheque payment
providing water
supplies
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Years of
business Revenue % of our Credit terms
Services relationship contribution total and payment
Customers Background provided by us with us (HK$°000) revenue method (Note)
Customer B Hong Kong-listed E&M engineering 22 418,923 9.5% 14 days from the
main contractor in installation date of interim
building and services payment
infrastructure certificate;
construction with a Cheque payment
market capitalisation
of around HK$60
billion as at the
Latest Practicable
Date
Customer C Hong Kong-listed E&M engineering 9 405,630 9.2% 30 days from the
railway operator in installation and date of interim
Hong Kong and maintenance payment
Mainland China with services certificate;
a market Telegraphic
capitalisation of transfer
around HK$300
billion as at the
Latest Practicable
Date
Customer D International E&M engineering 13 314,525 7.1% 40 days from the
construction installation date of interim
contractor that is a services payment
subsidiary of a certificate;
company listed in Cheque payment
Hong Kong and
Shanghai, Mainland
China with a market
capitalisation of
around HK$190
billion as at the
Latest Practicable
Date
Customer E Building contractor E&M engineering 14 301,833 6.8% 14 days from the
headquartered in installation receipt of
Hong Kong and a services payment by the

subsidiary of a
state-owned
corporation in
Mainland China
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For FY2017
Years of
business Revenue % of our Credit term
Services relationship contribution total and payment
Customers Background provided by us with us (HK$°000) revenue method (Note)
Customer D See table above See table above 13 512,835 10.3% See table above
Customer A See table above See table above 24 491,240 9.9% See table above
Customer F Subsidiary of a E&M engineering 3 330,529 6.7% 7 days from the
leading construction installation receipt of
company listed in services payment by Main
Shanghai, Mainland Contractor from
China with a market Employer;
capitalisation of Telegraphic
around RMB240 transfer
billion as at the
Latest Practicable
Date and principally
engaged as main
contractor in
building and
infrastructure
construction
Customer C See table above See table above 9 295,087 5.9% See table above
Customer G Hong Kong E&M engineering 23 282,480 5.7% 21 days from the
government design, installation, date of payment
department operation and statement;
responsible for maintenance Cheque payment
providing services

wastewater and
stormwater drainage
services
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For FY2018
Years of
business Revenue % of our Credit term
Services relationship contribution total and payment
Customers Background provided by us with us (HK$°000) revenue method (Note)
Customer B See table above See table above 22 801,610 13.4% See table above
Customer D See table above See table above 13 687,229 11.5% See table above
Customer H Hong Kong-based E&M engineering 25 533,482 8.9% 14 days from the
main contractor installation date of interim
specialised in services payment
building and certificate;
infrastructure Autopay
construction in Hong
Kong, Mainland
China and Asia
Pacific Region
Customer G See table above See table above 23 337,831 5.7% See table above
Customer | A statutory body E&M engineering 12 282,953 4.7% 21 days from the
wholly owned by the installation date of interim
Hong Kong services and payment
Government which maintenance certificate;
is responsible for services Autopay

the operation and
development of the
international airport
of Hong Kong

Note: The credit terms stated above are based on the terms of the contracts between our Group or our joint
operations and our customers, or the payment certificates issued by our customers to our Group.

To the best of the knowledge of our Directors, none of our Directors, their respective close
associates or any shareholder who owns more than 5% of our issued share capital had any
interest in any of our five largest customers during the Track Record Period. None of our five
largest customers during the Track Record Period is our supplier or subcontractor.

SUBCONTRACTING AND CONSULTANCY ARRANGEMENTS

In order to complement our services on projects of differing needs, and to provide
flexibility in resource deployment, we engage subcontractors to perform relatively labour
intensive installation works and provide services such as transportation and cleaning services,
where it is more cost-effective, and procure consultancy services and advice from third-party
consultancy firms on our projects and business operations depending on the project
requirements, such as specialised expertise and project reference, and our business needs
from time to time.

In FY2016, FY2017 and FY2018, total subcontracting costs were HK$1,485.2 million,
HK$1,252.2 million and HK$2,088.5 million, respectively, representing 38.5%, 31.0% and
41.1% of our total cost of sales in the corresponding periods.
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Subcontractors

We had over 650 subcontractors on our internal approved lists of subcontractors as at 31
December 2018. We maintain two internal lists of subcontractors who are assessed and
approved by us in accordance with ISO 9001 requirements on selection of subcontractors. The
first list consists of subcontractors with longer business relationships and a history of
satisfactory performance. The second list consists of probationary subcontractors newly
accepted and approved by our Group based on our selection criteria.

We select subcontractors for inclusion into our approved lists of subcontractors based on
factors such as:

Whether they have sufficient resources and skills to conform to contractual,
statutory, safety, and environmental protection requirements;

° Our evaluation of their performance and track record;

° Whether they use approved quality, safety, environmental and/or other management
systems;

° The types of public and private work they are qualified to undertake based on
statutory and/or specialty registration(s) they hold;

° Their scale of operation and financial performance; and

o Other factors such as their commitment to corporate social responsibility.

We review and update our internal approved lists of subcontractors according to
performance appraisals on an annual basis. Our approved subcontractors are evaluated based
on their ability to continue to meet the selection criteria for inclusion in our internal approved
lists, with particular focus on their performance in the relevant contract(s) and their compliance
with our in-house environmental, safety and health requirements. Our management may also
assess the suitability for ongoing inclusion of subcontractors in our internal approved lists in
terms of factors other than those which are performance-related. These might include their
credit history and any recent litigations in which they have been involved. Subcontractors
whose overall performance is unsatisfactory may be suspended from projects until they
demonstrate improvement, downgraded as a probationary subcontractor, or removed from our
internal approved lists.

In engaging subcontractors for a particular project, we select subcontractors from our
approved list based on their previous performance, experience, ability to meet client
requirements and safety and environmental performance standards. Selection of
subcontractors for subcontracting works with contract value over a fixed amount are generally
made by tender.
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To avoid over-reliance on a few subcontractors, our lists of approved subcontractors
include multiple subcontractors for each particular type of work. During the Track Record
Period, there were no material non-performance issues or disputes with our subcontractors
and we had not experienced any material difficulty in securing services from sub-contractors.

Work of Subcontractors

To improve control over the performance of our subcontractors, we have established
conditions imposing the responsibility to meet our our in-house environmental, safety and
health standards. These are incorporated into the contracts with each of our subcontractors.

Subcontractors are required to:

° Comply with the environmental, health and safety standards of the main contractor
and our Group;

° Ensure all workers employed in our projects possess valid safety training certificates
recognised by the Labour Department of Hong Kong;

° Assign a qualified site safety supervisor if the subcontractor has more than 20
employees on site;

° Supply their workers with the necessary safety equipment;

° Implement a safe system of work and comply with relevant laws and regulations; and

° Comply with applicable environmental protection and hygiene regulations and green
building requirements.

To monitor the compliance with the above list of conditions and subcontractors’
performance in ongoing projects, we:

° Have an on-site project team that coordinates and monitors the works of our
subcontractors on work sites to ensure that our subcontractors strictly follow our

work safety measures;

° Hold meetings and communicate from time to time with the subcontractors to review
their work progress; and

° Conduct site inspection on and test our subcontractors’ work.
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Principal Terms of Subcontracting Arrangements

We enter into subcontract agreements on a project basis, depending on the duration of
the contract that we enter into with our customer. Many such subcontract agreements have
term over one year. The subcontract agreements typically contain the following principal

Payment terms set out monthly progress claims to be certified and paid based on the
value of completed work;

Typically, we withhold 5% to 10% of each payment to our subcontractors as retention
money, up to 5% of the total subcontract amount. A portion, generally 50%, of the
retention sum is released to the subcontractor upon the receipt of the practical
completion certificate. The balance is released upon the receipt of the certificate
proving that any defects have been rectified, which is issued after the end of the
defect liability period;

The defect liability period with the subcontractor is based on the defect liability
period in the contract with our customer, during which the subcontractors are
responsible to rectify any defects in their work;

Once we have verified the subcontractor’s request to release payment based on
verification with the customer, we release payment less the retention money;

Subcontractors are prohibited from hiring illegal immigrants;

Subcontractors are restricted from further assignment or subcontracting without our
prior permission;

Conditions under which we may terminate subcontracting agreements include if the
subcontractor suspends or abandons the work without reasonable cause; and if the
subcontractor repeatedly fails to comply with the subcontract terms or breaches any
relevant laws and regulations; and

Our subcontractors undertake to indemnify us against any loss, expense or claim
arising from negligence, misconduct, or failure to comply with subcontracting
agreements by the subcontractors and/or their employees, and if workers employed
by subcontractors fail to follow reasonable instructions on work safety.

Subcontracting fees are generally determined through competitive tendering, with
reference to estimates of market rates for comparable projects, taking into account the scope,
size, complexity and contract value of the project. If our customer defaults in making
payments, we remain liable to settle the subcontracting fees should the subcontracting work
have already been performed.
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Our subcontractors generally grant credit period of 30 to 45 days from the invoice date.
During the Track Record Period, there has been no default in making payment by our customer
to us in relation to work performed by our subcontractors.

For those subcontractors who are required to source and supply materials as part of their
subcontract services, we provide specifications for the materials. Should the subcontractors
request us to procure these materials on their behalf, the subcontractors reimburse us for the
cost of such materials.

Our subcontractors are neither our employees nor agents and we are not a party to the
employment arrangements between our subcontractors and their employees. As the
subcontractors are responsible for providing the workers, relevant labour costs are borne by
our subcontractors.

We may be liable to our customers for the performance of our subcontractors and we may
also be liable to any potential employee compensation claims and personal injury claims made
by the employees of our subcontractors arising from work injuries in our projects, as may
happen from time to time.

Top Five Subcontractors

In FY2016, FY2017 and FY2018, our five largest subcontractors, each an Independent
Third Party, accounted for 10.0%, 9.6% and 9.0% of our total cost of sales, respectively. Our
single largest subcontractor accounted for 3.0%, 2.4% and 3.4% of our total cost of sales for
the corresponding periods.

The table below sets out information on our top five subcontractors during the Track
Record Period:

For FY2016
Years of
business % of our Credit terms
Work relationship  Amount of total cost and payment
Subcontractor Background subcontracted with us costs of sales method
(HK$°000)

Subcontractor A Hong Kong-listed Supply of labour, 13 116,453 3.0% 14 days upon
conglomerate that is tools and receipt of
principally engaged in equipment for payment from
the construction and mechanical and the employer;
engineering, electrical Cheque payment

insurance and installation
investment, property

development and

hotel, senior housing,

car dealership and

enterprise and

network solutions

businesses
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Years of
business % of our Credit terms
Work relationship  Amount of total cost and payment
Subcontractor Background subcontracted with us costs of sales method
(HK$°000)

Subcontractor B Hong Kong- Supply of labour, 5 103,441 2.7% 30-45 days from
incorporated tools and the date of
subcontractor for materials for invoice; Cheque
electrical installation electrical payment
works installation

Subcontractor C Hong Kong- Supply of labour, 16 74,707 1.9% 30-45 days from
incorporated tools and the date of
subcontractor for materials for invoice; Cheque
electrical installation electrical payment
works installation

Subcontractor D Hong Kong- Supply of labour, 11 53,995 1.4% 30 days from the
incorporated tools and date of invoice;
subcontractor for materials for Cheque payment
plumbing and plumbing and
drainage installation drainage
works installation

Subcontractor E Hong Kong- Design and 4 39,221 1.0% 30 days from the
incorporated supply of fire date of invoice;
subcontractor for fire services Cheque payment
services installation installation
works

For FY2017

Years of
business % of our Credit terms
Work relationship  Amount of total cost and payment
Subcontractor Background subcontracted with us costs of sales method
(HK$°000)

Subcontractor B See table above See table above 5 96,865 2.4% See table above

Subcontractor F Hong Kong- Supply of labour, 3 91,912 2.3% 30 days from the
incorporated tools and date of invoice;
subcontractor for materials for Cheque payment
HVAC installation HVAC installation
works

Subcontractor C See table above See table above 16 87,438 2.2% See table above

Subcontractor A See table above See table above 13 61,251 1.5% See table above

Subcontractor D See table above See table above 11 48,161 1.2% See table above
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For FY2018
Year(s) of
business % of our Credit terms
Work relationship  Amount of total cost and payment
Subcontractor Background subcontracted with us costs of sales method
(HK$°000)
Subcontractor B See table above See table above 5 171,302 3.4% See table above
Subcontractor C See table above See table above 16 90,172 1.8% See table above
Subcontractor G A Hong Kong-listed Design and/or 1 74,743 1.5% 30 days from
property and asset supply of labour, date of invoice;
management services tools and Cheque payment
provider in Hong materials for civil
Kong and Mainland and builder
China with a market works
capitalisation of
around HK$215
million as at the
Latest Practicable
Date
Subcontractor H Hong Kong based Design, supply 26 61,569 1.2% 7-45 days from
information and and installation the date of
communications for ELV works invoice; Cheque
technology company and payment
listed on Hong Kong telecommunications
Stock Exchange with systems
a market
capitalisation of
around HK$35 billion
as at the Latest
Practicable Date
Subcontractor F See table above See table above 3 54,036 1.1% See table above

To the best of the knowledge of our Directors, none of our Directors, their respective close
associates or any shareholder who owns more than 5% of our issued share capital had any
interest in any of our five largest subcontractors during the Track Record Period. None of our
five largest subcontractors during the Track Record Period is our customer.

Consultancy Arrangements

We engage consultants on some of our projects and business operations, and structural
engineers for structural engineering and design. This arrangement is from time to time adopted
in various business segments of our Group in our operations. In FY2016, FY2017 and FY2018,
our Group engaged 29, 32 and 26 consultants (the “General Consultants”), respectively, on
our projects and business operations for the provision of advisory services on our projects,
such as preparation of tender, project design on architecture/ civil engineering and execution,
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contract advice and administration, quantity survey and project planning. These consultants
included, among others, international conglomerates, contract advisory service providers and
specialised design, technical and commissioning consultancy companies, some of which are
middle- or large- scale and experienced consultancy firms. Please also see “Financial
Information — Description and Management Discussion and Analysis of Selected Items in
Consolidated Statements of Profit or Loss and Other Comprehensive Income — Administrative
expenses” for information between the consultancy arrangements of our Group and the PRC
Local Consultants (as defined in the aforementioned section and are not categorised as
General Consultants) for our environmental engineering business in Mainland China.

The engagement of General Consultants had been disclosed to and/or approved by the
relevant project customers of our Group where required under our respective agreements and
engagements with them. Our Directors believe that this is consistent with the industry practice
and not uncommon in the E&M engineering industry.

To the best of the knowledge of our Directors, save that Mr. Fong Chun Yau (a
shareholder of 5% of the Shares of our Company as at the Latest Practicable Date and a
former director, supervisor and/or shareholder of a number of our Company’s subsidiaries) is
an employee of one of the General Consultants (“Consultant A”), the General Consultants
engaged by our Group during the Track Record Period are Independent Third Parties and have
no past or present relationship with our Group, the directors, senior management and
shareholders of our Group members and their respective associates, except for our
engagement of such General Consultants on our projects and business operations as
disclosed above. For more information on Mr. Fong Chun Yau, please see “History,
Reorganisation and Corporate Structure”. To the best knowledge of our Directors, Mr. Fong
joined Consultant A after he had resigned as our Director and ceased his various offices with
our Group in August 2015. Our Group has a long term business relationship with Consultant
A and has engaged it since 2005 on various projects from time to time to provide advisory
services mainly for contract advice and administration, cost control and monitoring system,
quantity survey, contract management, contracts engineering, and final account settlement
services. Having considered (i) Consultant A’'s extensive experience in the E&M engineering
market, its expertise in the provision of the above advisory services required by our Group
from time to time, and its in-depth understanding of the specific requirements of our Group
developed in the course of our business relationship of over ten years, and (ii) the internal
control measures adopted by our Group in the selection of new and existing suppliers and
subcontractors, which include General Consultants, as well as joint venture partners and their
significant vendors (including consultants) and subcontractors, on our projects (details of
which are disclosed in “History, Reorganisation and Corporate Structure — The Macau
Incident - Internal control on selection of joint venture partner(s) and their vendor(s)”), our
Directors considered the continued engagement of Consultant A by our Group is in the interest
of our Company and its Shareholders as a whole notwithstanding that Consultant A employed
Mr. Fong as its employee at its discretion after he left our Group.

In FY2016, FY2017 and FY2018, the aggregate amount of consultancy fees invoiced by

the General Consultants and incurred by our Group amounted to HK$31.2 million, HK$31.2
million and HK$34.2 million, respectively.
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SUPPLY OF MATERIALS AND EQUIPMENT

The principal materials and equipment used by our business include HVAC equipment,
electrical equipment, fire services equipment, plumbing and drainage equipment, ELV
equipment, water and wastewater treatment chemicals and equipment, security and access
control system components, lift and escalator components, pipes, sheet metal and cables.
During the Track Record Period, most of these materials and equipment were sourced from
Hong Kong and international companies with local agents or sales channels in Hong Kong. For
projects in Mainland China, most of the materials and equipment were sourced from local
suppliers.

Suppliers

During the Track Record Period, our major suppliers included suppliers of E&M
engineering equipment and parts, pipes and cable. We have had business relationships with
most of our top five suppliers for over 10 years. We have excellent relationships with our major
suppliers and had no material difficulty in sourcing materials and equipment during the Track
Record Period.

To ensure consistency in quality, purchase orders are only placed with companies that are
on our lists of approved suppliers. Similar to our selection of subcontractors, we maintain two
internal lists of suppliers who are evaluated and approved by us. The first list consists of
suppliers with longer business relationships and a history of satisfactory performance with our
Group. The second list consists of probationary suppliers.

We select suppliers for inclusion into our internal approved lists of suppliers based on
factors similar to those we use for our selection of subcontractors, and the quality and price
of their supplies. Some clients may nominate suppliers to us or require us to purchase from
suppliers on their list of approved suppliers, but they have to go through the same process to
be listed as approved suppliers before we place orders with them. We review our approved
supplier list annually and appraise their performance annually in order to maintain a strong
base of reliable material suppliers at competitive prices for the required materials and
equipment. We generally have more than one supplier on our approved supplier list for most
of our material and equipment inputs. As at 31 December 2018, there were over 1,000
suppliers on our lists of approved suppliers.

Procurement Process and Supply Arrangements

We usually enter into supply contracts with our suppliers on a project basis, based on the
requirements of each project. For supply contracts with contract sum over a fixed amount, we
select suppliers through a tender process and source price quotations from at least three
potential suppliers.

We order materials based on the progress of each project. We conduct on-site inspection

of our supplies as materials are received before acceptance, in order to ensure they meet our
specifications and quality requirements. During the Track Record Period, we have not
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experienced any significant price increases in materials, or shortages or delays in delivery of
materials by our suppliers or dispute with our suppliers causing material disruption to our
operation. We take into consideration the increase in costs of materials and transfer a portion
of the actual or anticipated price increases to our customers when we tender for projects.
Please see “Financial Information — Key Factors Affecting our Results of Operations —
Fluctuation in Cost of Sales and Services” for sensitivity analysis illustrating the impact of
hypothetical fluctuations in the costs of raw materials and subcontracting on pre-tax profit
during the Track Record Period.

We normally settle by cheque or telegraphic transfer. Our suppliers usually grant us credit
periods of 30 to 60 days from the invoice date of the relevant purchases.

Top Five Suppliers
In FY2016, FY2017 and FY2018, our five largest suppliers accounted for 5.0%, 4.7% and
3.9% of our total costs of sales, respectively. Our single largest supplier accounted for 1.4%,

1.4% and 1.5% of our total costs of sales during the same periods, respectively.

The table below sets out information on our top five suppliers during the Track Record
Period:

For FY2016
Years of
business % of our Credit terms
Materials relationship  Amount of total cost and payment
Supplier Background supplied with us costs of sales method
(HK$°000)
Supplier A A multinational Electrical 12 52,717 1.4% 60 days from the
corporation listed on the switchgear and date of invoice;
Paris Stock Exchange equipment Cheque payment
that specialises in energy
management and
automation solutions with
a market capitalisation of
around €40 billion as at
the Latest Practicable
Date
Supplier B Hong Kong-incorporated Cables 4 38,815 1.0% 60 days from the
supplier of cables and date of invoice;
cable enclosures and Cheque payment
related products
Supplier C Hong Kong-incorporated Pumps, plant 13 36,371 0.9% 45 days from the
supplier of water and treatment date of invoice;
wastewater treatment equipment and Cheque payment

equipment accessories
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Years of
business % of our Credit terms
Materials relationship  Amount of total cost and payment
Supplier Background supplied with us costs of sales method
(HK$°000)

Supplier D Hong Kong-incorporated Cables 4 33,758 0.9% 30-60 days from
supplier of wires and the date of
cables invoice; Cheque

payment

Supplier E Hong Kong-incorporated Cables 13 31,513 0.8% 30-45 days from
supplier of wires and the date of
cables invoice; Cheque

payment

For FY2017

Years of
business % of our Credit terms
Materials relationship  Amount of total cost and payment
Supplier Background supplied with us costs of sales method
(HK$°000)

Supplier F U.S. supplier of on-site Plant treatment 2 58,281 1.4% 15-30 days from
chlorine and sodium equipment and the date of
hypochlorite generation accessories invoice;
systems Telegraphic

transfer or letters
of credit

Supplier A See table above See table above 12 51,760 1.3% See table above

Supplier E See table above See table above 13 32,771 0.8% See table above

Supplier G Hong Kong- incorporated E&M equipment 17 27,637 0.7% 30 days from the
supplier of E&M date of invoice;
engineering equipment Cheque payment
and building products

Supplier D See table above See table above 4 20,652 0.5% See table above
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For FY2018
Years of
business % of our Credit terms
Materials relationship  Amount of total cost and payment
Supplier Background supplied with us costs of sales method
(HK$°000)
Supplier A See table above See table above 12 78,461 1.5% See table above
Supplier D See table above See table above 4 33,986 0.7% See table above
Supplier B See table above See table above 4 29,715 0.6% See table above
Supplier H Hong Kong- Cables 4 29,515 0.6% 60 days from
incorporated supplier of date of invoice;
cables Cheque payment
Supplier | Hong Kong- Plumbing and 1 23,960 0.5% 60 days from
incorporated supplier of drainage date of invoice;
plumbing and drainage equipment Cheque payment

equipment

To the best of the knowledge of our Directors, none of our directors, their respective close
associates or any shareholder who owns more than 5% of our issued share capital had any
interest in any of our five largest suppliers during the Track Record Period. None of our five
largest suppliers during the Track Record Period is our customer.

COST CONTROLS

Cost overruns, whether due to unfavourable construction conditions, inefficiency of other
parties involved in the project, inaccurate estimates or other factors such as delay in work
progress arising from disputes or incoordination among the parties involved, which are not
uncommon, may result in a lower profit or even a loss on a project. Please see “Risk Factors
— If we are unable to accurately estimate the risks, progress, revenues or costs when we enter
into contracts or fail to perform our contracts based on our estimates, or if we fail to agree on
the pricing of work done pursuant to variation orders or otherwise, we may be unable to realise
the anticipated profits or incur losses on the contracts”.

We implement a cost control and management system covering different aspects of our
operations to control and monitor the costs of our projects in order to avoid or reduce the
impact of cost overruns.

Tender

We have developed a systematic tender assessment process involving a thorough
analysis by our tender submission committee of each project to be undertaken by our Group,
including its contract requirements, possible risks, potential costs structure and expected
completion schedule. Based on this analysis, our management would be able to estimate the
profitability and cost recovery prospects of these projects prior to the submission of tender.
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In pricing our tenders, we make references to a wide range of relevant factors, such as
equipment and manpower requirements of the project, material and labour costs estimated to
be incurred for the project, subcontractor quotations, as well as expected price trends during
the term of the project, in order for us to attain a competitive tender while remaining profitable
and avoiding any underpriced tender that may increase the possibility of cost overrun. We
have also established stable business relationships with most of our major suppliers and
subcontractors, which enable us to control budget and scheduling.

For details, please see “Our Operations — Building Services, Environmental Engineering
and ICBT Operations — Preparation and Review of Tenders and Contracts” in this section
above.

Project management

We have implemented a time and cost estimation process for our projects that enables
our Group to operate in line with our pricing strategies. We monitor work progress through our
project management reports and our financial control register, which provide a means of
charting our expenditures of resources, such as cumulative costs and manpower which allow
us to determine whether our projects are carried out on schedule in accordance with our
respective project execution plans and within our budgeted costs, and manage any
foreseeable cost overruns.

Moreover, our service contracts usually provide for progress payments to be made on a
monthly basis or milestone payments to be made upon achievement of defined stages of
progress as agreed with the customer. During the project implementation stage, our project
management team monitors the work progress of the project and make progress payment
applications on a timely basis. For details, please see “Our Operations — Building Services,
Environmental Engineering and ICBT Operations — Key terms of contracts with our customers
— Progress payments” in this section above.

Subcontracting

We generally subcontract labour works to selected subcontractors based on the
labour-intensiveness of the work involved, and may also subcontract other works according to
specialist requirements and the need for cost effectiveness. This enables us to obviate the
need for keeping a large number of workers under our permanent employment, thereby giving
us the feasibility to deploy our resources more cost effectively without compromising our
quality.

Our subcontracting agreements generally provide a back-to-back defect liability period in
line with that under our contracts with customers, during which any defects in the work
delivered to our customers that are caused by our subcontractors would be rectified by them
at their costs. Retention money withheld from our payment to subcontractors is generally only
fully released to subcontractors upon issue of a certificate after the end of their defect liability
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period proving that any defects in their works have been rectified. For other protective clauses
in the contracts with our subcontractors, see “Subcontracting — Principal Terms of
Subcontracting Arrangements”.

Our Directors consider that our cost control and management system is effective in
reducing the impact of cost overrun since we only had five projects that recorded cumulative
loss over HK$30 million during the Track Record Period mainly due to delay or extension of
project period and cost overrun in certain joint venture project. We incurred additional costs
and losses for the delayed projects as a result of factors not under our control, such as (i) other
parties engaged in the projects, such as civil contractors as our E&M works could only
commence after the civil works have been largely completed; (ii) design changes; (iii)
unforeseeable site conditions or requirements; or (iv) engaging additional subcontractors for
the project.

QUALITY CONTROLS

We aim to achieve total customer satisfaction by delivering high-quality, reliable
engineering services and products. Our quality management system meets the ISO 9001:2015
standards and is subject to ongoing improvements.

At the commencement of a project, we prepare a project quality plan and assess the
safety risks and the environmental impacts of the project. During project implementation, the
schedule and plan will be reviewed regularly to ensure compliance. We conduct inspection on
a regular basis to ensure that the project complies with the requirements as set out
contractually and in regulatory guidelines.

Quality Control Personnel

Management monitors the progress of each project to ensure that our services meet our
customers’ requirements, are completed within the time stipulated in the contract, are
completed within the budget allocated for the project, and comply with all relevant and
applicable rules and regulations.

We assign at least one experienced engineer-in-charge for each of our projects as the
first line of monitoring on quality. Our project managers are responsible for the overall
monitoring of work quality and progress of the project. They are responsible for ensuring that
our team members are qualified and trained in the relevant disciplines sufficiently to perform
the duties of their position in satisfactory manner. Finally, project managers are responsible for
ensuring that work is completed according to schedule. We appoint quality control employees
to review relevant certificates and documentation of raw materials and conduct verification,
inspections and supervision.

Equipment and materials

We monitor the quality of purchased materials and equipment required for our contracts.
Prior to placing orders for raw materials with our suppliers, we usually obtain certificates from
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our suppliers setting out their specifications, in order to ensure that materials are up to the
quality standards specified in our contracts with customers. All materials are delivered for our
initial inspection before utilisation. Inspection includes checking of the type and quantity of raw
materials delivered, and whether there is any observable defect. Any defective materials or
materials that fall short of specified quality standards would be returned to our suppliers for
replacement. During the Track Record Period, there had been no material incident where our
materials were returned to our suppliers due to quality deficiencies.

Subcontractors and Suppliers

We maintain internal approved lists of subcontractors and suppliers based on a set of
selection criteria and periodic performance appraisals. For details on our quality control for our
subcontractors and suppliers, please see “Subcontracting” and “Supply of Materials and
Equipment” above.

Project Execution and Quality Inspections

We keep track of the work progress for our projects with our project management control
reports and our financial control register, which chart our expenditures of resources, such as
cumulative costs and manpower, for each project over the project period, and allow us to
determine whether our projects are carried out on schedule in accordance with our respective
project execution plans and within our budgeted costs, and better manage any foreseeable
cost overruns in our projects.

Our engineers-in-charge assist our project managers and management to monitor overall
work quality and project progress, perform on-site inspections, supervise site workers on a
daily basis, and report the project status and any quality issues arising from project execution
to our management on a timely basis.

In respect of any non-conforming installations or other quality issues identified in our
projects, our engineers-in-charge shall determine an appropriate course of remedial actions
such as rectification, rework or further installation work to obtain conformity after taking into
account factors including the nature of non-conformity and estimated costs for the remedial
actions. We will conduct re-inspection after remedial actions have been taken to ensure the
identified quality issues have been resolved.

Upon completion of each project, our engineer-in-charge also conducts a final handover
inspection and testing and commissioning to confirm that our work has been completed in
accordance with our customer’s requirements and quality standards, as well as the relevant
statutory and regulatory requirements.

Quality Management System
In respect of our quality management system, we manage our processes in accordance

with the “plan-do-check-act” approach and incorporate feedbacks obtained from process
controls, evaluations and indications of customer satisfaction for our continual improvement.
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We have established a customer satisfaction survey program for monitoring customer
satisfaction with our products and services. The survey helps to identify gaps in our quality
management system. We use it to initiate corrective actions in a timely manner to address
quality issues and to improve our quality management system. During the Track Record Period
and up to the Latest Practicable Date, our Group had not received any material complaints
about quality of our products and services.

Our management regularly reviews the resources required to implement, maintain and
improve our quality management system. We ensure that our operations are carried out by
persons who are duly qualified and adequately trained, who have the appropriate level of
knowledge, skills and experience to conduct their jobs, and who are physically able to perform
the required job functions.

We appoint quality, safety and environmental (“QSE”) coordinators from various
departments of our Group to:

° Carry out project pre-implementation work, including planning of necessary
resources and drafting of method statements and risk assessment reports to

enhance our QSE controls and compliance;

° Assist, and work together with, our management to implement and maintain our
quality management system;

° Conduct regular checks, inspections and supervisions to execute projects
satisfactorily and in conformity with the contract requirements;

o Provide training on QSE matters;
° Establish and review QSE objectives applicable to our operations; and

o Propose corrective and preventive actions and recommendations for improvement of
our quality management system.

MARKET AND COMPETITION

According to the Frost & Sullivan Report, the E&M engineering market in Hong Kong is
fragmented with the top five players contributing to approximately 21.5% of the entire market
in terms of revenue in 2018. Entry barrier mainly includes technical know-how and licensing
requirement, track record and relationship with clients, main contractors, suppliers and
subcontractors, and management and delivery capabilities.

Please see “Industry Overview” for further information on our market and competition.
SEASONALITY

Due to the nature of our business which is project-based, we did not have any significant

seasonal trends during the Track Record Period.
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CERTIFICATIONS, AWARDS AND RECOGNITIONS

Certifications

The following table sets out the major certifications which we have received:

Nature Certification

Awarding
organisation or
authority

Recipient

Period of validity

Quality Management 1S09001:2015

Environmental 1ISO14001:2015

Management

Occupational Health OHSAS18001:2007
and Safety

Management

GB/T19001-2016 /
1809001:2015

Quality Management

Quality Management GBT50430-2007

Hong Kong Quality
Assurance Agency

Hong Kong Quality
Assurance Agency

Hong Kong Quality
Assurance Agency

Beijing Zhong Lian
Tian Run Certification
Center

Beijing Zhong Lian
Tian Run Certification
Center
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(1)
(2)

(1)

(2)

Analogue Technical
Agencies

Anlev Elex Elevator
ATAL Building
Services
Engineering

ATAL Data Centre
Infrastructure

ATAL Engineering
ATAL Technologies

Anlev Elex Elevator
ATAL Building
Services
Engineering

ATAL Data Centre
Infrastructure

ATAL Engineering
ATAL Technologies

Anlev Elex Elevator
ATAL Building
Services
Engineering

ATAL Data Centre
Infrastructure

ATAL Engineering
ATAL Technologies

Analogue Technical
Agencies
(Shanghai)

ATAL Engineering
(Shanghai)

ATAL Engineering
(Shanghai)

(1)
(2)
(3)
(4)
(5)

20/12/2007 to
19/12/2019
30/5/1996 to
27/12/2021
27/9/2010 to
26/9/2019
27/2/2015 to
26/2/2021
4/5/1995 to
27/4/2020
1/4/2011 to
31/3/2020

28/12/2006 to
27/12/2021
25/11/2010 to
24/11/2019
27/2/2015 to
26/2/2021
28/4/2005 to
27/4/2020
1/4/2011 to
31/3/2020

28/4/2008 to
11/3/2021
25/11/2010 to
24/11/2019
27/2/2015 to
26/2/2021
29/4/2002 to
28/4/2020
30/8/2017 to
29/8/2020

14/8/2018 to
13/8/2021
30/8/2017 to
29/8/2020

30/8/2017 to
29/8/2020



BUSINESS

Awarding
organisation or

Nature Certification authority Recipient Period of validity
Environmental GB/T24001-2016 / Beijing Zhong Lian (1) Analogue Technical (1) 14/8/2018 to

Management 1SO14001:2015 Tian Run Certification Agencies 13/8/2021

System......coocveenns Center (Shanghai) (2) 8/8/2018 to

(2) ATAL Engineering 7/8/2021
(Shanghai)

Occupational Health GB/T28001-2011 / Beijing Zhong Lian (1) Analogue Technical (1) 14/8/2018 to

and Safety OHSAS18001:2007  Tian Run Certification Agencies 11/3/2021
Management Center (Shanghai) (2) 8/8/2018 to
System......cooeevinnns (2) ATAL Engineering 11/3/2021
(Shanghai)

Quality Management 1S09001:2015 British Standards Nanjing Anlev Elevator 29/6/2018 to
System......coocevinnns Institution 28/6/2021

Environmental 1SO14001:2015 British Standards Nanjing Anlev Elevator 29/6/2018 to
Management Institution 28/6/2021
System .....oeeiiinnl

Our certifications demonstrate that we have achieved an international standard of quality
construction management in an environmental friendly manner. We implement our commitment
to 1ISO 9001:2015 (Quality Management), ISO 14001:2015 (Environmental Management) and
OHSAS 18001 (Occupational Health and Safety Management) standards by setting internal
targets and guidelines that align to the performance indicators of the ISO standards.

Awards and Recognitions

During the Track Record Period, our Group and the projects in which we participated
received recognition for our achievements and performance from various organisations. The
table below sets out major examples of such awards:

Award Year Issuer of Award Business segment Recipient

Construction Industry Safety Awards 2019 Hong Kong Labour Building services ATAL Engineering
Scheme 2018/2019 “Gold Award” Department

(Building Construction Sites —

Subcontractors category)* (i 2E % 24

JEh 7t #12018/2019 HEF @ MM — VORI

) M42))

2018 Guangdong Province Construction 2018 Guangdong Building services ATAL Engineering
and Engineering Gold Award and Quality Province (Shanghai)
Award* (2018 4 Jig iU gt sk TR 4 5 4% Construction

MR 5E) Association*

(RN E)
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Award Year Issuer of Award Business segment Recipient
China Installation Works Merit Award 2018 China Installation Building services ATAL Engineering
2017/2018 (Second Batch)* Association* (Shanghai)
(2017-184F B (55 k) 42 4 TRE (8B 8 (FH B2t )

(F %2 B)) — shortlisted and

recognised as an Outstanding

Contributor* (% =L %)

The 6th Construction Industry Safety 2018 Macau Labour Building services Analogue Building
Awards Scheme 2018 — “Merit Award” Affairs Bureau Services (Macao)
in the “Best Renovation and Repair and

Maintenance Works Subcontractor in

Occupational Health and Safety”

category* (557 Jial 5 3 %2 4 it T 4% Jh 51 1

— BRI (B e A R R —

(K- 3

The 6th Construction Industry Safety 2018 Macau Labour Building services Analogue Building
Awards Scheme 2018 — “Merit Award” Affairs Bureau Services (Macao)
in the “Best Safety Management Team”

category* (57 el H 48 3 4 A it T 8% i =1 81

— T AEMANE — [ERE])

Construction Sites Safety and 2018 Hong Kong Environmental ATAL Engineering
Housekeeping Award Scheme 2018 — Drainage Services Engineering

Half-yearly Outstanding Performance Department

Award in Maintenance Contracts of E&M

Branch Category and E&M Works

Contracts Category

Construction Sites Safety and 2018 Hong Kong Environmental ATAL Engineering
Housekeeping Award Scheme 2018 — Drainage Services Engineering

Best Construction Sites Safety and Department

Housekeeping Award in the Large Scale

Civil Works Contracts category

19th Construction Safety Competition — 2018 Hong Kong Lift & Escalator Anlev Elex Elevator

Silver Award for “Best Refurbishment
and Maintenance Contractor in
Occupation Safety and Health” in the
Main Contractor category

BEAM Plus Certification 2018 — Final 2018
Platinum rating under BEAM Plus for

New Buildings Version 1.1

CIC Sustainable Construction Award 2018

2018 — Merit Award of Contractor in
RMAA Works (Repair, Maintenance,
Alternation and Addition Works) in
respect of the Refurbishment of Central
to Mid-Levels Escalator and Walkway
System

Occupational Safety
and Health Council

Hong Kong Green
Building Council

Hong Kong
Construction
Industry Council
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Award Year Issuer of Award Business segment Recipient
2018 HKMA Quality Award: Excellence 2018 Hong Kong Lift & Escalator Anlev Elex Elevator
Award Management

Association

Construction Safety Awards Scheme 2017 Hong Kong Labour Building services ATAL Building
2016/2017 Building Construction Department Services
(Worksites Subcontractor) - “Bronze Engineering
Award” (E#: 257 248 5 #2016/2017

M 1l M (VORI TS 852 ))

Construction Safety Awards Scheme 2017 Hong Kong Labour Building services ATAL Engineering
2016/2017 Civil Engineering Department

Construction (Worksites Subcontractor) -

“Merit Award” (£ 2% 2 58 51 12016

12017 TR LAR e g (UK 7)

[EsED)

15th Tien-yow Jeme Civil Engineering 2017 China Civil Environmental ATAL Engineering
Prize* (&5 10 v | - AR TR 5 KA 4E) Engineering Society engineering

and the Beijing

Tien-Yow Jeme

Foundation for

Development of

Science and

Technology in Civil

Engineering
Hong Kong Green Award 2017 - Green 2017 Green Council Environmental China State - ATAL
Management Award (Large Corporation) engineering Joint Venture
- Project Management — Bronze
AR AR 2017
Autodesk Hong Kong BIM Award 2017 2017 Autodesk, Inc. Environmental China State - ATAL

engineering Joint Venture

2016 ASHRAE Regional XlII Technology 2016 ASHRAE Building services ATAL Building
Award in the “Commercial Building” Services
category Engineering
Construction Sites Housekeeping Award 2016 Hong Kong Environmental ATAL Engineering
Scheme 2016 — Half-Yearly Drainage Services engineering
Outstanding Performance Award in the Department
“Maintenance Contracts of E&M Branch”
category and “Large Scale Civil Works
Contracts” category
Construction Safety Awards Scheme 2016 Macau Labour Building services ATAL Building
2015/2016 Worksites Subcontractor of Affairs Bureau Services (Macao)

Building Construction - “Bronze Award”
(R 2 At T AE B 51 #12015/2016 5
A M BT TR FIR T 4E))
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Award Year Issuer of Award Business segment Recipient
Construction Safety Awards Scheme 2016 Macau Labour Building services ATAL Building
2015/2016 Best Safety Management Affairs Bureau Services (Macao)
System - “Merit Award”

(H%E ¥ Al T 825t #12015/2016

IRAE A R TR AR )

Construction Safety Awards Scheme 2016 Macau Labour Building services ATAL Building
2015/2016 Best Safety Management Affairs Bureau Services (Macao)
Team in the “Macau” category - “Merit

Award”

(% % 2t TAE MR #12015/2016

T REMANE — WL ]

Asia Pacific Intelligent Green Building 2016 Asia Pacific ICBT ATAL Building
Alliance Hong Kong Award: Excellent Intelligent Green Services
Intelligent Green Building System Award Building Alliance Engineering

- Hong Kong i K b [ 5 5% 4k 7 SE a8
Excellent Intelligent Green Building
System Award - Hong Kong

EMPLOYEES

(Hong Kong Region)

We had a total of 2,166 employees as at 31 December 2018. The following table provides
a breakdown of the number of our employees by function and geographical location as at 31

December 2018.

Number of employees by function and Mainland
location Hong Kong Macau China Total
Engineering and Technical

Operations .....cocviiiiiiiiiiiiins 1,684 55 234 1,973
Finance .......cooviiiiiiiii 40 0 11 51
Quality, Safety & Environment........... 31 4 13 48
Human resources, Legal, Corporate

Communications, Administration, IT

and Others ......ccoviiiiiiiiiin 81 1 12 94
Total ... 1,836 60 270 2,166
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Our success depends upon our ability to attract, motivate and retain a sufficient number
of qualified employees, including managers and employees. We emphasise internal promotion
in order to offer long-term career development and performance incentives to our employees.
We believe internal promotion is an important way to promote employee satisfaction, which in
turn enables us to improve service quality, enjoy a low turnover rate and remain competitive.
Talented employees are identified through comprehensive system of evaluation, including
training results, business and technical skills, and customer satisfaction.

We offer attractive remuneration packages, including competitive fixed salaries, sales
commissions, discretionary year-end bonuses and discretionary incentive bonuses. Our
employees are subject to regular job performance reviews which determine their promotion
prospects and compensation.

Our employee costs include all salaries and benefits payable to our employees, including
executive Directors, managers and general employees. Employee costs represented 18.5%,
18.6% and 16.9% of revenue for FY2016, FY2017 and FY2018, respectively.

Due to changes in local labour laws and the general upward market trend, the salary level
of employees in the construction and engineering industry in Hong Kong has increased in
recent years. We expect our employee costs to continue to increase as inflationary pressures
in Hong Kong drive up wages. As at 31 December 2018, none of our employees were paid at
the statutory minimum wage. Further increases in the statutory minimum wage should not have
material adverse impact on our operations or financial results.

We generally recruit our employees in Hong Kong, Macau and Mainland China directly. In
a limited number of cases, we may work with independent third party employment agencies to
engage certain of our employees in Mainland China. We make social security and housing fund
contributions for the employees engaged for our Group by such employment agencies and we
remain primarily responsible for supervising and managing the employees, as well as
providing them with the training required to perform their duties.

During the Track Record Period and up to the Latest Practicable Date, we have complied
with the applicable employment and labour laws and regulations in all material respects, and
we have not experienced any material labour disputes with our employees.

Training Programs

We organise comprehensive training programs for our employees, in order to ensure the
quality of our employees at all levels and to recruit future generations of management
personnel. The goal of the training programs is to identify talent, with the aim of providing
upward mobility within our Group and fostering employee loyalty. The programs incorporate
mentoring, coaching and training.

We provide internal training to our incoming and existing employees on general and
technical knowledge and skills in respect of quality, safety, and environment, project
management, standards and codes, risk assessment and specialised knowledge in their
respective service segments.
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Nurturing young engineers is core to the sustainability of our business. Each year, we
recruit a number of engineering graduates from local and overseas universities for the position
of graduate trainee under various engineering disciplines. These graduate trainees undergo a
two or three-year Scheme ‘A’ Training Program accredited by the Hong Kong Institute of
Engineers. Mentors are assigned to provide regular coaching and guidance to our graduate
trainees throughout their training with our Group. Job rotation is also arranged to enable our
graduate trainees to gain an all-round exposure to the various disciplines and functions within
our Group and maximise their training and learning experience. The Scheme ‘A’ Training
Program is provided to graduate trainees with the aim to enabling them to become qualified
engineers.

We offer students of the Vocational Training Council of Hong Kong to join our three or
four-year Apprenticeship Training Program as apprentices with an aim to train up multi-skilled
technical staff. To ensure effective learning of practical skills, we have combined a mentoring
system with our regular in-house workshop training for our apprentices, in order to provide the
apprentices with on-the-job experience by assigning practical work to them. The aim of the
Apprenticeship Training Program is to enable the apprentices to become qualified and skilled
technicians.

In addition, we have implemented several well-structured, fast-track development
programs which target professionals with high potentials. We offer a nine-month Talent
Grooming Program for our professional grade employees. The program offers action learning,
practice-based instruction on personal communication skills, company visits and business
project.

For our executive grade employees identified for fast track development as future
leaders, we provide a one-year Executive Development Program. We engage external
consultants and specialists to develop advanced training courses for the program, focusing on
leadership development, people management and innovation. The training includes
management sharing, action learning and experiential activities on leadership, change
management and building team skills and a business project in place to reinforce the skills
learned.

We promote a culture of lifelong learning, and encourage our employees to enroll in
training courses to continuously develop their soft skills and raise their standards of service
and competence. Under our part-time degree sponsorship program, we encourage diploma
holders to pursue undergraduate engineering degree programs with the aim to become
qualified engineers. Other training sponsorship will also be provided for employees to attend
training on subjects such as quality, finance, safety, project management.

Recruitment

Recruitment is highly competitive, especially for operational employees and engineers.
We believe we are able to attract and hire high-quality employees by offering competitive
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wages and benefits, focused training, and internal promotion opportunities. We have a variety
of initiatives on recruitment, including recruitment fairs, advertisements in print media, website
advertising, on-campus recruitment in universities, use of recruitment agencies and internal
referrals.

INTELLECTUAL PROPERTY RIGHTS

We rely on our trademarks and other intellectual property rights, including trade names,
our websites, service marks, and domain names which are either owned and registered by us.
As at the Latest Practicable Date, we were the registered owner of 46 trademarks, 27 patents,
and 8 designs that were relevant to the ordinary course of our business operations.

Details of our intellectual property rights, which are material to our business and
operations, are set out in more detail in “B. Further Information about our Business — 2.
Material intellectual property rights of our Group” in Appendix IV to this prospectus.

As at the Latest Practicable Date, we had not been subject to any material intellectual
property claims against us, and we had not experienced any infringements of our intellectual
property rights.

PROPERTY INTERESTS

As at the Latest Practicable Date, we owned three properties and leased 33 premises in
Hong Kong; leased 12 properties in Macau; and had right to use one parcel of land, owned five
properties and leased 17 properties in Mainland China. Our leases typically have a term of one
to three years. Among the current leases for the 62 properties leased to our Group as at the
Latest Practicable Date, 25, 23 and 14 will expire in 2019, 2020 and 2021 or after, respectively.

Lease payments incurred by our Group in relation to the leased properties were HK$19.2
million, HK$19.6 million and HK$37.0 million in FY2016, FY2017 and FY2018, respectively.

According to section 6(2) of the Companies Ordinance (Exemption of Companies and
Prospectuses from Compliance with Provisions) Notice, this prospectus is exempted from
compliance with the requirements of section 342(1)(b) of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance in relation to paragraph 34(2) of the Third Schedule to
the Companies (Winding Up and Miscellaneous Provisions) Ordinance and Rule 5.01A of the
Listing Rules, which require a valuation report with respect to all our interests in land or
buildings, for the reason that, as at 31 December 2018, each of the properties which we leased
to third party has carrying amount of less than 1% of our consolidated total assets and in
aggregate with carrying amount of less than 10% of our consolidated total assets, and none
of our remaining properties has a carrying amount of 15% or more of our consolidated total
assets.

Properties in Hong Kong

As at the Latest Practicable Date, we owned three properties, which was leased to
Independent Third Parties, and leased 33 premises in Hong Kong, including premises for our
offices and warehouses, with an aggregate GFA of approximately 141,625 square feet.
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Among the 33 premises leased to our Group in Hong Kong, office premises located on
12/F and 13/F of Island Place Tower, North Point, Hong Kong have been and will continue to
be leased to our Group by Perfect Motive pursuant to a lease entered into between ATAL
Management Services, our wholly-owned subsidiary, and Perfect Motive on 13 April 2018
(“Connected Lease”). Perfect Motive is a wholly owned subsidiary of Wise Eagle, which in turn
is owned as to 84.63% by Arling Investment. As Perfect Motive is a controlled entity of Arling
Investment, our Controlling Shareholder, it will become a connected person of our Company,
and the Connected Lease will accordingly become a connected transaction of our Group, upon
the Listing. The term of each of the Connected Lease is from 13 April 2018 to 31 December
2020, and the aggregated rent of the Connected Lease for its entire term is HK$47,341,512.

Properties in Macau

As at the Latest Practicable Date, we leased 12 properties in Macau, including premises
for employee quarters, carparks, warehouses and office, with an aggregate GFA of over
12,445 square feet.

Properties in Mainland China

As at the Latest Practicable Date, in Mainland China, we owned five properties; had the
right to use one parcel of land with a gross land area of approximately 294,000 square feet to
serve as our production base for the lifts and escalators segment in Nanjing, Mainland China;
and also leased 17 properties in Mainland China, with an aggregate gross floor area of over
19,800 square feet, including premises for our office and employee quarters in Mainland
China.

INSURANCE

We consider that our insurance coverage is customary for businesses of our size and type
and in line with the standard commercial practice in the jurisdictions where we operate.

We maintain insurance for employee compensation, public liability and professional
indemnity. Our employee compensation insurance policy covers payments for death, injury or
disability of our employees under the relevant employment laws of Hong Kong, with coverage
of up to HK$200 million per relevant event. Our public liability insurance policy covers bodily
injury and property damage claims arising from or related to the provision of services and
caused by our negligent acts or omissions, or those of our employees, with coverage of up to
HK$30 million per relevant event. Our professional indemnity insurance policy covers any loss
or damage suffered by customers due to professional negligence or omission, with coverage
of up to HK$50 million per claim and total coverage of HK$100 million.
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In addition, we maintain marine cargo insurance. This covers more specific risks for the
export and transportation of our lifts, escalators and related products manufactured at our
production base in Nanjing, Mainland China to our distributors and direct customers. It also
covers the transport of E&M engineering and other equipment to designated project sites, for
risks of loss of or damage arising from external causes in transit.

We also ensure that subcontractors arrange and maintain the required insurance to cover
liability of our Group that may arise from contract performance by any third party
subcontractors we engage.

ENVIRONMENTAL PROTECTION

We aim to ensure that our services are conducted in an environmentally responsible
manner. Successful environment management is important for us to meet customer demand
for environmental protection and to ensure healthy and sustainable growth in our business.

Our quality, safety and environmental department is responsible for establishing,
implementing, and maintaining our environmental management system. We require that our
subcontractors and their workers comply with our environmental protection policy by providing
education and training. We hold regular meetings with subcontractors to discuss
environmental issues during the course of a project. We provide our employees with
environmental management and compliance training to ensure compliance with regulatory and
internal requirements and to build competency.

We comply with laws and regulations on environmental protection in Hong Kong, Macau
and Mainland China. Prior to the commencement of work, we will assess the implications and
requirements of the environmental protection laws and regulations and apply for necessary
permits (if applicable) to conduct its work. During the Track Record Period and up to the Latest
Practicable Date, there have been no material non-compliance with the applicable
environmental laws and regulations.

LEGAL COMPLIANCE AND LITIGATION

We have documented the procedures for identifying and accessing legal and other
requirements on work standards, occupational health and safety and environmental impact,
and maintain a register of legal and other requirements that are applicable to our operations.

As at the Latest Practicable Date, we are in compliance with applicable laws and
regulations in all jurisdictions in which we operate in all material respects, and have obtained
all necessary approvals, permits, licences, approvals and certificates that are material to our
business operations.
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Licences and Permits

The following table summarises our major licences, permits, qualifications and

registrations:

Licence/permit/approval Holding subsidiary Granting authority Date of grant Expiry date
Hong Kong
1. Registered Subcontractor 1) Anlev Elex Construction Industry 1) 19 May 2018 1) 18 May 2023
Elevator Council 2) 5 November 2018 2) 4 November 2023
2) ATAL Building 3) 3 May 2017 3) 2 May 2024
Services 4) 19 May 2018 4) 18 May 2023
Engineering 5) 11 July 2017 5) 10 July 2022
3) ATAL Data Centre 6) 21 November 2017 6) 20 November 2022
Infrastructure
4) ATAL Engineering
5) ATAL —
Degremont Joint
Venture
6) ATAL — Suez
Infrastructure Joint
Venture
2. Registered Electrical 1) Analogue Electrical and 1) 26 April 2018 1) 23 August 2021
Contractor Technical Agencies Mechanical Services 2) 6 June 2018 2) 17 August 2021
2) Anlev Elex Department 3) 5 December 2018 3) 11 February 2022
Elevator 4) 30 March 2017 4) 3 July 2020
3) ATAL Building 5) 28 April 2015 5) 1 June 2021
Services 6) 18 December 2017 6) 1 May 2020
Engineering
4) ATAL Data Centre
Infrastructure
5) ATAL Engineering
6) ATAL Technologies
3. Licenced Security 1) Analogue Security & Guarding 1) 8 July 2017 1) 7 July 2022
Company (Type III) Technical Agencies Services Industry 2) 29 May 2015 2) 28 May 2020
2) Anlev Elex Authority 3) 12 July 2015 3) 11 July 2020
Elevator 4) 6 December 2017 4) 5 December 2022
3) ATAL Building 5) 8 July 2012 5) 7 July 2022
Services 6) 28 April 2019 6) 27 April 2024
Engineering
4) ATAL Data Centre
Infrastructure
5) ATAL Engineering
6) ATAL Technologies
4. Registered Fire Service 1) ATAL Building Fire Services 1) 19 August 2010 Not applicable
Installation Contractor Services Department 2) 9 October 1985
(Class 1 & Class 2) Engineering
2) ATAL Engineering
5. Registered Specialist 1) ATAL Building Building Authority 1) 4 August 2017 1) 8 November 2020
Contractor for Services 2) 26 May 2015 2) 26 May 2021
“Ventilation Works” engineering
2) ATAL Engineering
6. Registered Lift Anlev Elex Elevator Electrical and 16 November 2017 16 December 2022

Contractor

Mechanical Services
Department
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Licence/permit/approval Holding subsidiary Granting authority Date of grant Expiry date
Registered Escalator Anlev Elex Elevator Electrical and 16 November 2017 16 December 2022
Contractor Mechanical Services

Department
Registered Minor Works  ATAL Building Building Authority 23 June 2016 30 April 2022
Contractor Services Engineering
Registered Specialist Anlev Elex Elevator Development Bureau 27 July 1993 Not applicable

Contractor for Lift,
Escalator and Passenger
Conveyor Installation

-~

Registered Specialist ATAL Building Development Bureau 5 August 2013 No
Contract of for Audio Services Engineering

applicable

Electronics Installation

-~

Registered Specialist ATAL Building Development Bureau 5 August 2013 No
Contract of for Burglar Services Engineering

Alarm and Security

Installation

applicable

-~

Registered Specialist ATAL Building Development Bureau 5 August 2013 No
Contract of for Video Services Engineering
Electronics Installation

applicable

-~

Registered Specialist ATAL Building Development Bureau 28 August 2017 No
Contract of for Broadcast Services Engineering
Reception Installation

applicable

-~

Registered Specialist ATAL Building Development Bureau 28 August 2017 No
Contract of for Radio Services Engineering
Electronics Installation

applicable

-~

Registered Specialist ATAL Building Development Bureau 7 October 2014 No
Contractor for Plumbing  Services Engineering

Installation (Group II) —

on probation

applicable

-~

Registered Specialist ATAL Engineering Development Bureau 27 April 1994 No
Contractor for Industrial

applicable

Type Electrical
Installations

-

Registered Specialist ATAL Engineering Development Bureau 27 April 1994 No
Contractor for Air

applicable

Conditioning and

Refrigeration Plants,

including Ductwork

(Group 1)

Registered Specialist ATAL Engineering Development Bureau 27 April 1994 No
Contractor for Electronic

Installations (Group 1)

-~

applicable

-

Registered Specialist ATAL Engineering Development Bureau 27 April 1994 No
Contractor for Fire

Services Installations

(Group 1)

Registered Specialist ATAL Engineering Development Bureau 27 April 1994 No
Contractor for Supply

and Installation of Water

applicable

-

applicable

Treatment Plant
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21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

31.

Licence/permit/approval

Holding subsidiary

Granting authority

Date of grant

Expiry date

Registered Specialist
Contractor for Supply
and Installation of
Electrical and Mechanical
Equipment for Sewage
Treatment and Screening
Plants

Registered Specialist
Contractor for Installation
of Diesel Generating
Sets

Registered Specialist
Contractor for
Uninterruptible Power
Supply System
Registered Specialist
Contractor for Installation
of Mechanical Handling
and Lifting Appliances
Registered Specialist
Contractor for
Manufacture and Erection
of Mechanical Plants and
Equipment (Group II)
Registered Specialist
Contractor for Supply
and Installation of
Pumpsets and Associated
Pipework

Satellite Master Antenna
Television Licence

List of Electrical
Contractors

List of Fire Services and
Water Pump Contractors
List of Lift and Escalator
Contractors
(probationary)

Wireless Internet of
Things Licence

ATAL Engineering

ATAL Engineering

ATAL Engineering

ATAL Engineering

ATAL Engineering

ATAL Engineering

ATAL Building
Services Engineering

ATAL Engineering

ATAL Engineering

Anlev Elex Elevator

ATAL Technologies

Development Bureau

Development Bureau

Development Bureau

Development Bureau

Development Bureau

Development Bureau

Office of the
Communications
Authority

Housing Authority

Housing Authority

Housing Authority

Office of the
Communications
Authority
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27 April 1994

27 April 1994

28 December 1998

28 December 1998

20 June 2000

24 May 2011

7 April 1999

5 February 2002

22 March 2018

20 November 2018

Not applicable

No

-~

applicable

No

-~

applicable

No

-~

applicable

No

-~

applicable

No

-~

applicable

No

-~

applicable

No

-~

applicable

No

-~

applicable

No

-~

applicable
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Licence/permit/approval

Holding subsidiary

Granting authority

Date of grant

Expiry date

Mainland China

32.

33.

34.

35.

Macau

36.

37.

38.

39.

Employees’ certificates and licences

Construction Enterprise
Qualification Certificate

Production Safety
Licence

Manufacture Licence of
Special Equipment

Installation, Alteration,
Repair & Maintenance
Licence of Special
Equipment

Registration as
contractor for execution
of construction works

Registration as
contractor for execution
of construction works
Registration as
contractor for execution
of construction works
Registration as
contractor for execution
of installation and
maintenance of fire
prevention system works

As at 31 December 2018, our employees in Hong Kong and Macau include over 110
individuals with professional qualifications. These include qualified engineers; environmental
professionals such as green building professionals under the BEAM and LEED schemes and
certified energy assessors; building information management (BIM) professionals; and
registered safety officers. We have over 530 trade specialists. Our licenced specialists include
registered electrical workers qualified to perform electrical installation and maintenance works
under the Electricity Ordinance; registered lift and escalator engineers or workers qualified
under the Lifts and Escalators Ordinance; licenced plumbers qualified under the Waterworks
Ordinance; registered fire safety installation contractors under the Fire Services Department;
and technicians holding permits under the Security and Guarding Services Ordinance qualified

ATAL Engineering
(Shanghai)

ATAL Engineering
(Shanghai)

Nanjing Anlev
Elevator

Nanjing Anlev
Elevator

ATAL Engineering
(Macao)

Analogue Building
Services (Macao)

ATAL Building
Services (Macao)

ATAL Building
Services (Macao)

Shanghai Municipal
Commission of
Housing and
Urban-Rural
Development
Shanghai Municipal
Commission of
Housing and
Urban-Rural
Development
General
Administration of
Quality Supervision,
Inspection and
Quarantine of the
PRC

Jiangsu Provincial
Administration of
Quality and
Technology
Supervision

Lands, Public Works
and Transport Bureau
of Macau

(VR b TS A )
(“DSSOPT”)
DSSOPT

DSSOPT

DSSOPT
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to carry out security device installation and maintenance works. As at 31 December 2018, over
25 of our employees had professional qualifications in Mainland China, including professional
registered constructors and accredited senior and middle-ranked technical workers under the
relevant certification regimes as well as safety officers in Mainland China, and 20 of our
employees hold licences and/or accreditations for conducting E&M work in Mainland China,
including qualified on-site managerial employees and technical employees.

In Hong Kong, according to the Factories and Industrial Undertakings Ordinance, only
persons who have had safety training and hold valid certificates (commonly known as the
“Green Card”) are allowed to carry out construction work at worksites. All of our employees
who participate in construction work possess Green Cards. As one of the recognised Green
Card course providers in Hong Kong, we also provide basic safety training courses to our
employees from time to time for their Green Card applications and renewals. Other than the
Green Cards, some of our employees possess the requisite certificates issued pursuant to the
Factories and Industrial Undertakings Ordinance or other laws and regulations for carrying out
certain types of work, such as work on suspended working platforms and work in confined
spaces, or for performing their roles as safety, health and environmental supervisors in our
projects.

Our internal control system monitors and updates the permit and registration status of all
of our engineering staff and technicians who are registered or hold permits under the relevant
laws and regulations. Engineering staff or technicians without valid registrations and permits
required under the relevant laws and regulations are strictly prohibited from performing the
relevant type of work for our Group or for our customers.

Legal Proceedings

From time to time we have been and may in the future occasionally become involved in
legal proceedings or disputes in the ordinary course of business that are common in our
industry. In carrying out the ordinary course of business, we are subject to the risk of being
named as a party in legal actions, claims and disputes in connection with its business
activities. The nature of legal proceedings initiated against us generally include claims for
employee compensation by our employees and claims for personal injury alleged to be caused
by us. Our monetary exposure with respect to each of the legal proceedings which we were
involved in during the Track Record Period, and our aggregate monetary exposure with respect
to these legal proceedings, if materialised, has been covered by our insurance and is
immaterial to our business operations and financial performance. As at the Latest Practicable
Date, to our best knowledge, we were not involved in any pending or threatened litigation or
arbitration proceedings pending against us or any of our Directors and senior management
that could have a material adverse effect on our business, financial condition or results of
operations.

As at the Latest Practicable Date, no member of our Group was involved in any litigation,
arbitration or claim that could have a material adverse effect on our business, financial
condition or results of operations. So far as our Directors are aware, no such litigation,
arbitration or claim is pending or threatened against any member of our Group.
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RISK MANAGEMENT AND INTERNAL CONTROLS

Our board of Directors is responsible for establishing an internal controls system and
assessing its effectiveness. In accordance with applicable laws and regulations, we have
established procedures for developing and maintaining internal control systems. Such systems
cover corporate governance, operations, management, legal matters, and finance and
auditing, as appropriate for the needs of our organisation. We have established
comprehensive risk management tools through which we monitor, evaluate and manage risks
related to quality, health and safety, the environment, financial matters, capital management
and human resources and other matters that we are exposed to in our business. We intend to
review and refine our risk management system regularly, based on changes to our business.

Health and Safety
Health and safety policy

Due to the nature of our industry, work site incidents may have detrimental effects to the
health and safety of our worker. Our workers are important to us, and to the successful
execution of E&M engineering projects. We endeavour to comply with all relevant laws and
regulations on labour, health and safety. We conduct regular evaluation of work site hazards
and develop work procedures which protect our workers. We review and update these
periodically to maintain their effectiveness.

The main contractors of construction projects have workplace health and safety
procedures which all of their subcontractors, including our Group, are required to use on-site.
For each of our projects, our on-site safety officer and/or safety supervisor will ensure that our
employees as well as our subcontractors adhere to the workplace safety procedures, in
conjunction with the safety officers of the main contractors.

Safety management system

We have a customised occupational health and safety management system which
emphasises participation of personnel in safety planning, implementation and self-monitoring
at the project level, which is in compliance with the OHSAS 18001 international standard.
Every safety plan is prepared according to the characteristics of the specific project. We carry
out safety measures including training, inspections and permit-to-work control. Our
management gives top priority to the health and safety of all our employees, subcontractors
and the public. We will continue to dedicate resources and adopt initiatives to uphold and
improve safety management in order to reduce health and safety risks in our projects.

Objectives of our occupational, health and safety policies
We formulate our occupational, health and safety policies with the objectives of:

° Prevention of accidents, ill health, occupational disease, occupational health and
safety hazards and related risks;

° Compliance with applicable laws, regulations, standards and practices governing
health and safety;
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Incorporation of health and safety principles into contract planning;
Continuous improvement;
Accident prevention; and

Promotion of awareness amongst employees, suppliers and contractors through
education, training and publicity programmes on the environment.

Our safety management organisation structure

Our safety management organisation structure generally includes a project manager, a
safety officer and safety supervisor(s) for each project.

The project manager’s responsibilities include the overall control and monitoring of
contractual and technical issues on each project, and the accomplishment of specific duties
given the distinct requirements and working environment of projects, including:

Establishing and reviewing our safety and health policy;

Developing work plans to ensure the health and safety of our workforce and other
project participants in executing our contracts with customers;

Implementing procedures and systems to put into effect health and safety policy and
work plans;

Assessing implementation in order to take timely corrective and preventive
measures;

Ensuring that project team members are adequately qualified and trained in relevant
disciplines to perform the duties of their position in a safe and satisfactory manner;

Reviewing the adequacy and effectiveness of the safety training; and

Conducting safety audits and reviewing safety audit reports.

Our safety officers are equipped with knowledge of environmental, health and safety
regulations relevant to our businesses, and promote awareness of these requirements among
all personnel employed at the work site. They are required to:

Supervise and monitor the implementation of safety plans and other environmental,
health and safety codes of practice established by management and our project
managers and ensure compliance by our employees and our subcontractors;

Assist with the training of new employees at all levels in environmental, health and

safety issues and explain potential hazards and corresponding precautions to our
team members prior to the commencement of work;
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° Inspect the work site regularly to identify potential health and safety hazards;
perform risk and impact assessment of such hazards and report these findings to our
project managers with recommendations for corrective measures to eliminate our
exposure to such hazards;

° Investigate and report accidents to our project managers with proposed measures to
prevent similar accidents in the future;

° Review reports of major accidents and incidents and relevant statistics to identify
trends and monitor safety performance; and

° Review the latest legislation and regulatory development on safety issues.

Our safety supervisors assist our project managers and safety officers to carry out their
duties, by incorporating environmental, health and safety requirements established by our
management and project managers into routine work orders, and by monitoring workers’
compliance with the requirements.

If 100 or more workers are on a single construction site on a daily basis or if construction
work constitutes HK$100 million or more of the total contract value for a project, our project
manager will establish a project-specific site committee to supervise health and safety and
environmental protection on site. The committee monitors the effectiveness of our safety
management system and project safety plan; reviews records and trends of accidents; and
plans accident prevention initiatives for implementation on the project.

Safety plans and safety measures

We adopt safety plans which our project managers and safety officers monitor and
implement to ensure work safety of our employees and our subcontractors’ employees. The
safety plans identify health and safety requirements under existing laws and regulations,
codes of practice, and guidance established internally or by our customers. They also outline
the health and safety risks that project participants may be exposed to. The plans are reviewed
from time to time to ensure they can effectively assist us to avoid accidents.

On each of our projects, we conduct risk assessment and identify measures at the outset
to mitigate health and safety risks associated with the project. After determining the preventive
measures we need to take, we implement them in the form of safe working procedures for the
identified job hazards. We require periodic updates of risk assessments to reflect current site
conditions. Depending on the nature of the hazard identified in the risk assessment, a
permit-to-work system may be implemented to control the hazard, such as work in confined
spaces and electrical work. Under a permit-to-work system, application for a permit to carry out
the work is submitted to the project manager for approval. A permit is issued only after the
relevant work site has been inspected. Each permit is valid for one day, and is revalidated after
site re-inspection and further authorisation of the project manager.
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If the risk assessment identifies the need for personal protective equipment, such as eye
protectors, hearing protection or respiratory protection, the site will adopt a personal
protection programme. The site safety induction training and inspection programme covers the
personal protection aspect, and special training is also provided for some specific equipment.

We require our subcontractors to adhere to our environmental, health and safety
requirements by incorporating the requirements into their contracts with our Group.

We assign a safety officer and/or safety supervisor to each of our projects to monitor our
subcontractor’s compliance with our environmental, health and safety requirements, to
supervise the daily safety maintenance at project work site, and to provide health and safety
guidance to our subcontractors’ employees.

Safety audits

Safety audits and reviews are carried out at least once every six months in compliance
with the Factory and Industrial Undertaking (Safety Management) Regulation. The audits
ensure our compliance with our safety plans and the relevant health and safety statutory
requirements, and help to evaluate the safety management system and its effectiveness in
meeting our policy objectives.

Work injuries and workplace accidents

We have documented procedures to handle and investigate workplace accidents, such as
injuries, damage to property, severe pollution and other issues that may have an impact on
worker health. Every accident and dangerous incidents on the work site is reported and
investigated in accordance with documented procedures in order to identify the underlying
causes and to set up control measures to prevent recurrence of similar problems.

The safety officer of the main contractor is responsible for preparing and submitting an
investigation report on any occupational accident that has happened at the project site to the
Labour Department and the project employer. The safety officer also carries out safety reviews
to improve safety measures, if necessary, and to prevent similar accidents in the future. The
safety officer is also responsible for updating records on the accident rate of the main
contractor.

Our subcontractors are required to report to us if any accidents occur on project work
sites and provide us with results of their investigation and analysis of the accidents. Our
in-house environmental, health and safety requirements are incorporated into our contracts
with subcontractors, and we keep records of all accidents and report the same to our insurers
accordingly.

Historical work injuries and accidents

From time to time, our employees or the employees of our subcontractors may be
involved in accidents caused by common workplace issues resulting in injuries given the
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nature of our operations. In FY2016, FY2017 and FY2018, we recorded 33, 23 and 8 work
injuries and accidents arising out of industrial activities of industrial undertakings as defined
under the Factories and Industrial Undertakings Ordinance (“industrial accidents”), which
involved our employees or our subcontractors’ employees. The causes of these 64 work
injuries and industrial accidents are summarised below:

Causes of work injuries and industrial accidents Number

Strike against or struck by stationary or moving object ................olll 26
Slip, trip or fall on same [eVel .....cieiiiiiii 20
Fall of person from height ..., 9
Injured while handling manual WOrks ..o 6
OThers (INOTE) ... e e e 3
e ) - 64

Note: Others include industrial accidents caused when using hand tool, exposure to hot, harmful or corrosive
substances, temporary hearing loss caused by sudden loud sound, and traffic accident occurred during
transportation to the workplace.

All claims arising from, or may arise from, the above 64 industrial accidents, whether
settled or outstanding as at the Latest Practicable Date, were or will be covered by insurance
and our Directors estimate that our aggregate monetary exposure with respect to these claims,
if materialised, is immaterial to our business operations and financial performance. During the
Track Record Period and up to the Latest Practicable Date, we had not faced any material
charges for industrial accidents at our operation sites, and we had not suffered from any
removal, downgrading or demotion of our qualifications or licences.

The accident rates and fatality rates of our Group are consistently lower than the
construction industry average, a comparison of the Group’s accident rates and fatality rates
against the industry average published by the Labour Department of the Hong Kong
Government in FY2016, FY2017 and FY2018 are as follows:

FY2016 FY2017 FY2018
Accident rate of our Group.......ccooveveiiiiiiiiiiinn, 6.9 4.4 1.6
Accident rate of the construction industry.............. 34.5 32.9 Not yet
available
Fatality rate of our Group .......cooeiiiiiiiiiiiin, nil nil nil
Fatality rate of the construction industry................ 0.1 0.2 Not yet
available

Notes:

(1)  The accident rate and fatality rate in the construction industry for each of FY2016 and FY2017 is extracted from
Occupational Safety and Health Statistics Bulletin Issue No. 18 issued by the Occupational Safety and Health
Branch, Labour Department of Hong Kong in August 2018, which represents the accident rate/fatality rate per
1,000 workers of the construction industry in Hong Kong in the respective year.
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The accident rate of our Group is calculated by taking the number of industrial accidents during the year divided
by the estimated number of staff members and site workers of our Group (both in-house workers and
subcontractors), and multiplied by 1,000. The estimated number of staff members and site workers of our Group

during the year is based on estimation on monthly staff members and site workers deployed by our Group.

To improve the safety standards and reduce the re-occurrence of industrial accidents on

our projects, we have taken or reinforced the following measures:

Our safety supervisors communicate closely with the main contractors to deliver
safety updates to subcontractors;

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

Our safety supervisors perform regular site visits to ensure that all installation works
are carried out in accordance with the safety plans issued by the main contractors;

Our safety supervisors are responsible for monitoring work safety and report to the
main contractors if they note any safety issues;

Our project management teams ensure our subcontractors attend all safety trainings
provided by the main contractors;

Our project management teams distribute updated safety guidelines to our
subcontractors on the proper use of equipment and maintenance of safe workplaces;

We adopt the permit-to-work systems for high-risk activities;

Our senior management conducts regular site visits to identify unsafe practices; and

Handy safety tools and devices and task specific pictorial instructions are developed
to improve our safety standard.

The industrial accidents and the related claims as disclosed above have not had a

material adverse impact on our operational and financial position. All compensation and legal
expenses arising out of potential and actual claims are covered by our insurance policies. We
continuously improve our safety standards to reduce the re-occurrence of workplace accidents
on our projects.
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Corporate Governance and Operations

Tender submission procedure and record-keeping

As we have to prepare tender submissions on a frequent basis, we have set clear
guidelines for our tender submission procedures and require our employees to adhere to our
internal documentation or record-keeping requirements. A summary of the procedure and
record-keeping at the tender preparation stage is summarised below:

Procedure

Person-in-charge

Records (if any)

Registration of tender
enquiry

Review of tender

Review of all technical
information, i.e. referenced
documents and drawings of
the tender enquiry
(including contract
conditions, bills of
quantities and engineering
specifications etc.)

Cost estimation

Tender submission
discussion to review the
contractual, technical,
financial, etc. requirements
of the tender and the
proposed tender offer

Compilation of a tender
offer

Clerical staff

Business segment director

Manager / project manager
(tender)

Manager / project manager
(tender)

Business segment director/
department manager and/or
project manager (tender)

Department manager /
project manager (tender)
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Tender enquiry register

If decline: record in the
tender enquiry register/
letter of regret; or if
proceed: pass on to next
step

Tender/ contract review
checklist. Any ambiguity or
clarifications subsequently
made should be recorded
in the checklist

Cost estimation sheet

Items such as pricing
strategy, percentage for
overheads, profit margin,
qualifications shall be
signed on conclusion of the
discussion and reflected in
the cost estimation sheet

Any grey areas identified in
the client’s tender
requirements shall be
qualified in the tender offer
and the cost estimation
sheet shall be completed
and endorsed
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Procedure

Person-in-charge

Records (if any)

Approval of the tender offer Business segment director

Retain a copy of the tender
offer

Status update

(or by the department
manager/ project manager
(tender) in accordance with
the relevant authorisation
limit)

Department manager /
project manager (tender)

Clerical staff

Project financial controls and record-keeping

Signature of the tender
offer

A full copy of the tender
offer and cost estimation
sheet is retained and kept

Tender enquiry register

In order to constantly monitor the financial performance of our projects, we have

Steps

implemented the following control mechanisms:

Personnel involved

Records (if any)

Records of payments in
and out

Budget control

Monthly summary on key
financial data of a project

Project controller/ project
manager (contract)

Project controller/ project
manager (contract)

Project controller/ project
manager
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Project financial control
register for double checking
on the records provided by
the accounting department
when preparing invoices.
Credits notes and certifying
vendors’ invoices.

Budget control list,
providing updates on the
budget of a project on a
regular basis with particular
attention to items such as
over-budget items/ profit
changes.

Monthly project financial
control summary
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Anti-corruption compliance system and conflict of interest

We maintain an anti-corruption system through the implementation of various policies
against corruption and fraudulent activities, including measures against bribes and kickbacks.
We have gradually and continuously enhanced and implemented policies and procedures
designed to prevent corruption in our Group. These are set out as follows:

o We regularly invite the Independent Commission Against Corruption (ICAC) of Hong
Kong to give talks to our employees to heighten employee awareness about
anti-corruption and anti-bribery matters.

° Clear guidelines and provisions regarding business ethics are included in the letter
of employment of all new employees joining our Group. Further, Dr. Poon, chairman
and executive Director of our Group, will give presentation at the orientation
sessions with our new employees on our Group’s culture, with particular emphasis
on integrity and business ethics.

° We have an internal code of conduct setting out the basic standard of ethics and
conducts expected of our employees, including without limitation to (i) the prevention
of bribery, such as our “Bribery, Advantage and Entertainment” policy which prohibits
our employees from soliciting, accepting or offering any advantage when conducting
business on behalf of our Group; and (ii) the avoidance of conflict of interests, which
imposes a duty on our employees to act in the interest of our Group and to avoid
conflict between their personal interests and our Group’s interest. For instance, we
require our employees to make declarations of their outside work upon joining our
Group and on an annual basis, and to obtain our consent prior to taking up any
outside work, and we generally do not permit our employees to take up any outside
work with third parties which have business dealings with our Group. Our code of
conduct is circulated to our Directors, senior management and employees, and we
accept both named and anonymous complaints regarding any breach of our code of
conduct.

° To ensure a fair and transparent subcontracting and sourcing process, selection of
suppliers and subcontractors shall be approved by the proper level of management.

° We have provided and will continue to provide anti-corruption compliance training
periodically to our Directors, senior management and employees.

° We have maintained a financial control practice under which, director’s approval is
necessary for all our payments and disbursement and in particular, dual signatures
of authorised signatories of our Group are necessary where any cheque amounting
to HK$300,000 or more has to be issued.
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Our Directors confirm that we had not been investigated by regulatory authorities in
respect of any bribery activities during the Track Record Period and up to the Latest
Practicable Date.

To the best of their knowledge, our Directors further confirm that, during the Track Record
Period and up to the Latest Practicable Date, save and except for the Macau Incident (as
defined in the section headed “History, Reorganisation and Corporate Structure”), none of our
Group’s current and former employees was involved in criminal convictions in relation to our
Group’s businesses or convicted of any misconduct or bribery in any jurisdiction in which we
operated during the same period.

We have also implemented measures against conflict of interests by our employees,
whereby all of employees are regularly reminded to declare any positions that may result in a
conflict of interests situation and all Directors and senior employees have to make declaration
on a regular basis.

lllegal Workers

We have internal controls to prevent the employment of illegal workers on our
construction sites, which are set out as follows:

° All construction site workers in our Hong Kong and Macau projects are required to
provide us with records of their work permits issued by the main contractor and
details of the relevant certificates issued upon completion of safety training courses
required under the relevant laws and regulations of Hong Kong and Macau.

° Such work permits and certificates can only be obtained by a worker with a valid
identity card.

° All workers are required to submit a work permit request to the main contractor
through our Group and a copy of their identity card is kept for records.

° Principal terms of our subcontracting agreements include a term which states that
subcontractors are prohibited from hiring illegal immigrants.

We are not aware of any hiring of illegal workers on our construction sites during the
Track Record Period and up to the Latest Practicable Date.

Credit Management
We closely monitor payments from our customers pursuant to the terms of each project.
We will take into account the length of business relationship, past reputation, financial strength

and repayment history of our customers to monitor the payments and decide on the
appropriate follow-up actions.
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BUSINESS ACTIVITIES IN COUNTRIES SUBJECT TO INTERNATIONAL SANCTIONS

During 2016, we made direct sales of our escalators to a customer located in Iran, which
was on normal commercial terms, generating revenue in an aggregate amount of
approximately RMB3.2 million, representing approximately 0.07% of our total revenue for the
same year. Iran is subject to comprehensive sanctions during the Track Record Period and as
of the date of this prospectus. Except for the above, we did not make any sale to Iran during
the Track Record Period and up to the Latest Practicable Date.

Hogan Lovells, our International Sanctions Legal Advisers, performed the following
procedures to evaluate our risk of exposure to penalties imposed under International
Sanctions laws and regulations:

(a) reviewed documents provided by us about our Group, our business operations,
revenues, sales contracts and the customer in Iran, where applicable, ownership
structure and management;

(b) reviewed the customer in Iran during the Track Record Period against the lists of
persons and organisations subject to International Sanctions, and confirmed that it
is not on such lists; and

(c) received written confirmation from us that except as otherwise disclosed in this
prospectus, neither our Group nor any of our affiliates (including any representative
office, branch, subsidiary or other entity which forms part of our Group) conducted
during the Track Record Period any business dealings in or with any other countries
or persons that are subject to International Sanctions.

As advised by our International Sanctions Legal Advisers after performing the procedures
set out above, our activities during the Track Record Period do not appear to implicate
restrictions under International Sanctions. Further, given the scope of our Global Offering and
the expected use of proceeds as set out in the Prospectus, our International Sanctions Legal
Advisers are of the view that the involvement by parties in the Global Offering will not implicate
any applicable International Sanctions on such parties, including our Company, our Company’s
investors, shareholders, the Stock Exchange and its listing committee and group companies,
or any person involved in the Global Offering and accordingly, the sanction risk exposure to our
Company, its investors and shareholders, and persons who might, directly or indirectly, be
involved in permitting the listing, trading and clearing of our Company’s shares (including the
Stock Exchange, its listing committee and related group companies) is very low.

Our Directors confirm that we have not been notified that any International Sanctions will
be imposed on us for our sales and/or deliveries to the Countries subject to International
Sanctions during the Track Record Period. The customer in Iran is not specifically identified on
the Specially Designated Nationals and Blocked Persons by OFAC or other restricted parties
lists maintained by the European Union, Australia and the United Nations and therefore would
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not be deemed as sanctioned targets. Such sales and/or deliveries do not involve industries
or sectors that are currently subject to International Sanctions and therefore are not deemed
to be prohibited activities under the relevant International Sanctions.

Our Undertakings and Internal Control Procedures

All of our sales transactions with the customer in Iran had been completed in 2016, and
we have no other business activities in connection with Countries subject to International
Sanctions during the Track Record Period and up to the Latest Practicable Date. Subject to the
full implementation of our internal control procedures set out below, we intend to continue our
sales of our lifts and escalators to Iran and may sell to other Countries subject to International
Sanctions after the Listing, provided that no Special Designated Nationals and Blocked
Persons under the SDN List are involved and no violations of the export control laws take
place. However, our Directors do not expect any significant increase in our sales to Iran or any
material sales to other Countries subject to International Sanctions following the Listing.

We have undertaken to the Stock Exchange that we will not use the proceeds from the
Global Offering, as well as any other funds raised through the Stock Exchange, to finance or
facilitate, directly or indirectly, activities or business with, or for the benefit of, any Countries
subject to International Sanctions or any other government, individual or entity sanctioned by
the U.S., the European Union, the United Nations or Australia, including, without limitation, any
government, individual or entity that is the subject of any OFAC-administered sanctions.

In addition, we have undertaken not to enter into any future business that would cause us,
the Stock Exchange, HKSCC, HKSCC Nominees or our Shareholders and investors to violate
or become a target of sanctions laws by the U.S., the European Union, the United Nations or
Australia. If we believe that the transactions our Group entered into in Countries subject to
International Sanctions or with Sanctioned Persons would put our Group or our Shareholders
and investors to risks of being sanctioned, we will disclose on the respective websites of the
Stock Exchange and our Group and in our annual reports or interim reports our efforts on
monitoring our business exposure to sanctions risk, the status of future business, if any, in
Countries subject to International Sanctions and with Sanctioned Persons and our business
intention relating to Countries subject to International Sanctions and with Sanctioned Persons.
If we were in breach of such undertakings to the Stock Exchange, we would be subject to the
risk of possible delisting of our Shares on the Stock Exchange.

We have adopted enhanced internal control and risk management measures to help us
continuously monitor our exposure to economic sanctions risks and ensure our compliance
with our undertakings and take measures to protect the interest of our Group and our
Shareholders from economic sanctions risks. The following measures will be implemented
upon Listing:

° We will set up a separate bank account, which is designated for the sole purpose of

the deposit and deployment of the proceeds from the Global Offering or any other
funds raised through the Stock Exchange;
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Our Directors will continuously monitor the use of proceeds from the Global Offering,
as well as any other funds raised through the Stock Exchange, to ensure that such
funds will not be used to finance or facilitate, directly or indirectly, activities or
business with, or for the benefit of, Countries subject to International Sanctions or
Sanctioned Persons where this would be in breach of International Sanctions;

to further enhance our existing internal risk management functions, our Board has
established a risk management committee (sanctioned countries), comprising Dr.
Poon, chairman and executive Director of our Company, Mr. Phaisalakani Vichai, our
chief financial officer and Ms. Li Kit Chi Fiona, our company secretary and legal
counsel as initial members, with written policies adopted with effect upon the Listing.
The responsibilities of the risk management committee (sanctioned countries)
include, among other things, monitoring our exposure to sanctions risks and our
implementation of the related internal control procedures. According to the
abovementioned written policies, our risk management committee (sanctioned
countries) will, upon the Listing, meet to approve whenever there exists a tender that
involves any countries subject to International Sanctions or Sanctioned Persons. In
any event, the committee will, upon the Listing, hold at least two meetings each year
to monitor our exposure to sanctions risks;

the risk management committee (sanctioned countries) will meet and evaluate the
sanctions risks prior to determining whether we should embark on any business
opportunities in Countries subject to International Sanctions and with Sanctioned
Persons. The risk management committee (sanctioned countries) needs to review
and approve all relevant business transaction from existing customers or potential
customers from Countries subject to International Sanctions and with Sanctioned
Persons. In particular, the risk management committee (sanctioned countries) will
review the information (such as identity and nature of business as well as its
ownership) relating to the counterparty. The risk management committee
(sanctioned countries) will check the counterparty against the various lists of
restricted parties and countries maintained by the U.S., the European Union, United
Nations or Australia, including, without limitation, any government, individual or
entity that is the subject of any OFAC-administered sanctions which lists are publicly
available, and determine whether the counterparty is, or is owned or controlled by,
a person located in Countries subject to International Sanctions or a Sanctioned
Person. If any potential sanctions risk is identified, we will seek advice from
reputable external international legal counsel with necessary expertise and
experience in International Sanctions matters;

the risk management committee (sanctioned countries) will periodically review our
internal control policies and procedures with respect to sanctions matters. As and
when the risk management committee (sanctioned countries) considers necessary,
we will retain external international legal counsel with necessary expertise and
experience in sanctions matters for recommendations and advice; and
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° if necessary, external international legal counsel will provide training programs
relating to the sanctions to our Directors, our senior management and other relevant
personnel to assist them in evaluating the potential sanctions risks in our daily
operations. Our external international legal counsel will provide current list of
Countries subject to International Sanctions and Sanctioned Persons to our
Directors, senior management and other relevant personnel, who will in turn
disseminate such information throughout our domestic operations and overseas
offices and branches.

Our International Sanctions Legal Advisers have reviewed and evaluated these internal
control measures and are of the view that these measures are adequate and effective for the
Company to comply with our undertaking to the Stock Exchange.

Having taken the above advice of our International Sanctions Legal Advisers into account,
our Directors are of the view that our measures provide an adequate and effective internal
control framework to assist us in identifying and monitoring any material risk relating to
sanctions laws so as to protect the interests of our Shareholders and us. After undertaking the
relevant due diligence, and subject to the full implementation and enforcement of such
measures, the Sole Sponsor concurs with our Directors’ view that these measures will provide
an adequate and effective internal control framework to assist our Company in identifying and
monitoring any material risk relating to sanction laws.
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OVERVIEW

Our Directors

Our Board currently consists of eight Directors, comprising four executive Directors, one
non-executive Director and three independent non-executive Directors. The following table
sets out certain information of our Directors:

Date of first Roles and
appointment as Date of joining responsibilities in

Name Age Position Director our Group our Group
Dr. Poon Lok To 78  Executive Director 27 September 1995 7 October 1977 Leadership, overall

Otto (W 44k e 1-).

Mr. Cheng Siu Ngai
Kevin

(BR/NERSEA) L

Mr. Law Wei Tak
(RERAESEA) ...

Mr. Chan Hoi Ming
(BRI SEA) ..

Dr. Mak Kin Wah
(L) .

Mr. Chan Fu Keung
(BRI ...

Mr. Lam Kin Fung
Jeffrey
(MRAESEEAE) ...

Mr. Wong King On
Samuel

(B SE)

61

63

58

63

70

67

66

and chairman

Executive Director
and chief executive
officer

Executive Director

Executive Director

Non-executive
Director and deputy
chairman

Independent
non-executive
Director

Independent
non-executive
Director

Independent
non-executive
Director

27 September 1995

27 September 1995

25 November 2015

1 September 2017

1 August 2015

1 May 2018

1 May 2018
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16 July 1982

1 November 1987

28 August 1991

1 September 2017

1 August 2015

1 May 2018

1 May 2018

strategic planning
and major decision
making for our
Group

Overseeing all
business units and
corporate units of
our Group

Advising on the
overall strategic
planning for our
Group

Advising on the
overall strategic
planning for our
Group

Advising on the
overall strategic
planning for our
Group

Overseeing the
management of our
Group
independently

Overseeing the
management of our
Group
independently

Overseeing the
management of our
Group
independently
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DIRECTORS
Executive Directors

Dr. Poon Lok To Otto (BE%F{E 1), aged 78, was appointed as our Director on 27
September 1995 and re-designated as our executive Director on 13 April 2018. He has acted
as chairman of our Group since July 2010, and is a director of all subsidiaries of our Company.
Dr. Poon is in charge of developing, monitoring and evaluating our business, and is primarily
responsible for the leadership, overall strategic planning and major decision making for our
Group.

Dr. Poon has over 45 years of experience in the engineering business. He founded our
Group in 1977 and held the position of managing director from October 1977 to June 2010.
Prior to joining our Group, Dr. Poon had served as the chief engineer at Electra Instruments
Limited and Integrated Electronics Limited of the Integrated Electronic Group from August
1969 to August 1973, as director at Eurotherm (Far East) Limited from 1973 to June 1975 and
as the senior local staff at John Swire & Sons (H.K.) Limited in 1975.

Dr. Poon obtained an honorary degree of doctor of technology at the Coventry University
in the United Kingdom in November 2011. He had passed Part |1l of the institution examination
of the Institution of Electrical Engineers and Part | and Il of the institution examination of the
Institution of Mechanical Engineers (“IMechE”) in 1963 and 1965 respectively.

Dr. Poon is a chartered engineer of the Engineering Council. Dr. Poon is a fellow of the
Hong Kong Institution of Engineers (“HKIE”), the Hong Kong Academy of Engineering
Sciences, the Institution of Engineering and Technology and the IMechE and a founding fellow
member of the Hong Kong Institute of Qualified Environmental Professionals. Dr. Poon is also
a member of the Chartered Institution of Water and Environmental Management and the
Chartered Institution of Building Services Engineers and a senior member of the Chinese
Mechanical Engineering Society (“CMES”).

Dr. Poon participated in public services both to the community and the engineering
profession including, among others, Advisory Council on the Environment, Energy Advisory
Committee, Council for Sustainable Development, Solicitors Disciplinary Tribunal Panel, Hong
Kong Quality Assurance Agency, Hong Kong Green Building Council, Trustee Board of the
IMechE and the CMES. He is the past president of the HKIE, Hong Kong Association of Energy
Engineers, Hong Kong Chapter of the Association of Energy Engineers and the Hong Kong
Federation of Electrical and Mechanical Contractors Limited (“HKFEMC”) as well as the past
chairman of Hong Kong Branch of the IMechE and Hong Kong Climate Change Forum.

Currently, Dr. Poon is a member of the Election Committee - Engineering Subsector and
the life president of HKFEMC. He also serves as the chairperson of the Lift and Escalator
Safety Advisory Committee, the chairman of the School Advisory Committee of School of
Energy and Environment of City University of Hong Kong, a member of the International

— 231 —



DIRECTORS AND SENIOR MANAGEMENT

Advisory Committee of Research Institute for Sustainable Urban Development of Hong Kong
Polytechnic University, a member of the Advisory Committee of Department of Electrical &
Electronic Engineering of the University of Hong Kong, a member of the Hong Kong-France
Business Council of Hong Kong Trade Development Council, an advisor to the Bauhinia
Foundation Research Centre, an honorary advisor to the Wu Zhi Qiao (Bridge to China)
Charitable Foundation, a school manager of the Shun Tak Fraternal Association Cheng Yu
Tung Secondary School and a school manager of the Shun Tak Fraternal Association Lee Shau
Kee College.

Since August 2003, Dr. Poon has been a director of Nanjing Canatal, a company listed on
the Shanghai Stock Exchange (stock code: 603912) since November 2017 and owned as to
25.81% by our Company as at the Latest Practicable Date.

Dr. Poon confirmed that, based on the results of background and litigation searches
conducted, there had been no material non-compliance or litigation record found against him
during the Track Record Period and up to the Latest Practicable Date. On 23 April 2019, Dr.
Poon was sentenced to a fine of HK$20,000 by the Hong Kong Magistrate Court due to a
contravention of section 14(1) of the Buildings Ordinance. As advised, any person who
contravenes section 14(1) of the Buildings Ordinance could be subject to a maximum fine of
HK$400,000 and 2 years imprisonment. The Directors and the Sole Sponsor are of the view
that, despite Dr. Poon’s recent conviction aforementioned, yet (i) a fine of HK$20,000 falls
towards the lower end of the fine range, which reflects the relative immateriality of the offence;
(ii) Dr. Poon has promptly completed the required rectification actions; and (iii) the brief for
verdict in relation to the conviction does not involve any finding of dishonesty or fraud on the
part of Dr. Poon nor reflect negatively on his integrity, and therefore the conviction does not
impact his suitability as a Director of the Company under Rule 3.08 and 3.09 of the Listing
Rules. As at the Latest Practicable Date, Dr. Poon is appealing against the conviction.

Mr. Cheng Siu Ngai Kevin (Ef/N& % 4), aged 61, was appointed as our Director on 27
September 1995 and is re-designated as our executive Director on 13 April 2018. Mr. Cheng
is also the chief executive officer of our Group. He sits on the boards of various companies
within our Group and serves as a member of our nomination committee. He oversees all
business units and corporate units of our Group and is also responsible for devising business
strategies, driving innovations and bolstering partnership with all stakeholders.

Mr. Cheng obtained a bachelor of science in engineering degree in November 1980 and
a master of science in engineering degree in January 1995, both from The University of Hong
Kong. He also obtained a master of accounting degree from the Curtin University of
Technology in February 2000.

After obtaining his first bachelor degree, Mr. Cheng worked as an assistant unit engineer
and subsequently an assistant engineer at the Hongkong Electric Company Limited from 1980
to 1982. He then joined our Group in July 1982 as a project engineer and was promoted as a
contracts manager of ATAL Engineering (then known as Analogue Technical Agencies Limited)
in March 1984. Mr. Cheng was subsequently appointed as a director of our Company and
various major operating subsidiaries of our Company, including ATAL Engineering, Analogue
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Technical Agencies, ATAL Engineering (Macao), ATAL Engineering (Shanghai) and ATAL
Building Services Engineering in respective years during 1987 to 2010, during which he
oversaw the project management and project execution of our building services segment and
led the expansion of the building services contracting operations of our Group in Mainland
China and Macau, and had also been the director-in-charge of the Group’s lifts and escalators
operations and accounts department. Mr. Cheng was further appointed as the chief executive
of ATAL Building Services Engineering, ATAL Building Services (Macao) and Analogue Building
Services (Macao) and the chief executive of the building services segment of our Group in
respective years during 2012 to 2014, and has been primarily responsible for advising on the
overall strategic planning of the building services segment of our Group, which at the relevant
time included the intelligent & green building solutions operations. Over the past 35 years, Mr.
Cheng was in charge of various business units and corporate functions in our Group and
spearheaded the delivery of many major E&M engineering projects in Hong Kong, Macau and
Mainland China by our Group. With such experience and in-depth knowledge in the E&M
engineering industry and development of our diverse business portfolios, he was further
appointed as our chief executive officer in April 2017.

Mr. Cheng has been a member of the Institution of Mechanical Engineers since 1988, a
fellow of the Chartered Institution of Building Services Engineers since 2005 and a fellow of
the Hong Kong Institution of Engineers since 1997.

Mr. Law Wei Tak (BB ZE % %), aged 63, was appointed as our Director on 27 September
1995 and re-designated as our executive Director on 13 April 2018. He also sits on the boards
of various companies within our Group. Mr. Law is primarily responsible for advising on the
overall strategic planning for our Group.

Mr. Law has worked in the engineering industry for over 38 years and joined our Group
in November 1987 as an assistant manager with main area of responsibility in HVAC project
management and execution. He acted as a manager of the building services segment of our
Group from January 1989 to October 1990, and was mainly responsible for the marketing,
tendering and execution of building services projects. Mr. Law was appointed as a director of
ATAL Engineering (then known as Analogue Technical Agencies Limited) in November 1990,
and was primarily responsible for overseeing the business operations of the building services
segment of our Group. In July 2011, Mr. Law was promoted as managing director of ATAL Data
Centre Infrastructure and since January 2012, he has become the chief executive of ATAL Data
Centre Infrastructure and has been responsible for forming business strategies for the
development and expansion of our Group’s building services for data centres, infrastructure
and healthcare facilities, and overseeing the project management, project execution and
marketing for data centres, infrastructure and healthcare facilities projects of the building
services segment of our Group. Prior to joining our Group, Mr. Law served as an assistant
engineer from November 1980 to December 1982, an engineer from January 1983 to
December 1986, and a senior engineer from January to October 1987, at The Jardine
Engineering Corporation Limited, a company principally engaged in the provision of E&M
engineering contracting and product trading, where he was mainly responsible for engineering
design work, tender estimation and contract management of building services engineering.
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Mr. Law obtained a bachelor of science in engineering degree at The University of Hong
Kong in November 1980. He has been a member of the Chartered Institution of Building
Services Engineers since 1986 and a member of The Hong Kong Institution of Engineers since
1990. He is currently a registered professional engineer of the Engineers Registration Board
and has been a chartered engineer of The Engineering Council since 1986, and a certified data
centre engineer of the Institution of Data Centre Engineers since 2015.

Mr. Law is the past president and honorary life president of The Hong Kong Air
Conditioning and Refrigeration Association Limited. He is also a past vice president and
currently a council member of the Hong Kong Federation of Electrical and Mechanical
Contractors Ltd. (“FEMC”), and a council member of The Hong Kong E&M Contractors’
Association Limited.

Since January 2017 and March 2017, Mr. Law has been a director and deputy chairman
of Nanjing Canatal, a company listed on the Shanghai Stock Exchange (stock code: 603912)
since November 2017 and owned as to 25.81% by our Company as at the Latest Practicable
Date, respectively.

Mr. Chan Hoi Ming (FR/883% %), aged 58, was appointed as our Director on 25
November 2015 and re-designated as our executive Director on 13 April 2018. He also sits on
the boards of various companies within our Group. He is primarily responsible for advising on
the overall strategic planning for our Group.

Mr. Chan joined our Group as a project manager in August 1991. He was appointed as a
manager of the environmental engineering segment of our Group in January 1997, and was
mainly responsible for the design, construction and testing and commissioning of our water,
wastewater and solid waste treatment plants projects. Mr. Chan was promoted as an associate
director of ATAL Engineering in January 2001 and was primarily responsible for overseeing the
E&M engineering design, project management and commissioning for wastewater and sewage
treatment plant projects awarded to our Group. He was subsequently appointed as a director
of ATAL Engineering, ATAL Engineering (Shanghai) and Analogue Technical Agencies
(Shanghai) in July 2010, February 2005 and July 2009 respectively. He was also appointed as
the deputy chief executive of the environmental engineering segment of our Group in April
2015, and has since been overseeing the environmental engineering operations of our Group
in Hong Kong, Mainland China and Macau, including the design, supply, construction,
installation, testing and commissioning, operation and maintenance of municipal and industrial
water, wastewater and solid waste treatment plants and related infrastructure projects. Since
January 2016, Mr. Chan has been acting as the chief executive of the environmental
engineering segment of our Group and has been actively involved in devising business
strategies for the development and expansion of the environmental engineering operations of
our Group in Hong Kong, Mainland China and Macau, overseeing the project management and
project execution for our environmental engineering segment, and leading the overall
development and implementation of operational methodologies, tools, guidelines and policies
for our Group.
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Mr. Chan had previously worked as a project engineer at Chevalier (Envirotech) Limited,
a company principally engaged in water and wastewater treatment, solid waste treatment and
disposal as well as fuel gas transmission and distribution systems in Hong Kong, from July
1986 to February 1988, where he was mainly responsible for tendering, product design, site
installation and commissioning for sewage treatment projects. He joined Construction &
Production Systems Limited, a construction company in Hong Kong, as a project manager from
April 1988 to August 1989, and was in charge of the execution of contracts and commissioning
of machinery and equipment. Mr. Chan also worked as a project engineer of the mechanical
projects division at The General Electric Company of Hong Kong Limited, which is now known
as GELEC (HK) Limited and a supplier of electrical, mechanical and lighting products in Hong
Kong, from September 1989 to January 1990 where his scope of works included tendering,
project supervision and site co-ordination.

Mr. Chan graduated from The Hong Kong Polytechnic University with a higher diploma in
electrical engineering in November 1984. Mr. Chan was certified by the Engineering Council
of the United Kingdom in 29th July 1987 to have satisfied the academic requirements for stage
1 of the professional engineer section of The Engineering Council Register (commonly known
as “EC Part 11”). He also obtained a postgraduate diploma in environment management from
the University of London in December 2001 as an external student.

Mr. Chan is a chartered engineer of The Engineering Council since 1998, a registered
professional engineer of the Engineers Registration Board and a class 1 & 2 authorised
signatory and qualified person of the Fire Services Department since 2016. Mr. Chan has also
been a member of the Institution of Engineering and Technology since 1998, The Chartered
Institution of Water and Environmental Management since 1998, a member of the Chartered
Institution of Building Service Engineers since 1999, and a fellow of The Hong Kong Institution
of Engineers since 2015.

Mr. Chan acted as a director of Shanghai Ganghao Environmental Technology
Engineering Limited* ( Lif#sTBRE R TRABR A7) since its establishment in the PRC in
April 2003 and up to November 2005, when its business licence was revoked by the competent
PRC governmental authority due to its non-participation in the requisite annual inspections
within the prescribed timeframe pursuant to the relevant PRC requirements. Mr. Chan
confirmed that the competent company registration authority has not imposed any
administrative penalty on him and he has not been subject to any claims as a result of the
revocation of the business licence of the aforesaid company.

Since January 2016, Mr. Chan has been a supervisor of Nanjing Canatal, a company
listed on the Shanghai Stock Exchange (stock code: 603912) since November 2017 and owned
as to 25.81% by our Company as at the Latest Practicable Date.

Non-executive Director

Dr. Mak Kin Wah (ZZ% {8 1), aged 63, was appointed as our Director and our deputy
chairman on 1 September 2017. Dr. Mak was re-designated as our non-executive Director on
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13 April 2018. Dr. Mak assumes an advisory role in respect of the overall strategic planning for
our Group. He also serves as a member of each of our remuneration committee, nomination
committee and audit committee.

Dr. Mak began his career as an engineer at Clough Engineering Group in Perth, Australia
and has over 25 years of experience in business management. During his employment at
Maunsell Consultants Asia in Hong Kong and before his departure in September 1980, he was
involved in various development projects, including Hong Kong Island Eastern Corridor and
mass transit escalators in Ocean Park. Dr. Mak joined The Hong Kong Jockey Club in March
1993 and later became an executive director of corporate affairs until January 2017. Since
2017, he has been the president of the Caritas Institute of Higher Education and concurrently
the principal of Caritas Bianchi College of Careers. He won the director of the year award of
the Hong Kong Institute of Directors in 2009 and the 2013 excellent HR leader award of the
Hong Kong Institute of Human Resource Management.

Dr. Mak obtained a master of business administration degree in May 1987 at City
University, London, and a doctor of philosophy degree in May 1984 and a master of philosophy
degree in December 1981 at University of Cambridge, United Kingdom. He also obtained a
bachelor of engineering degree with first class honours in April 1980 at The University of
Western Australia.

Dr. Mak is a member of the Institution of Civil Engineers and the Institute of Marine
Engineering, Science and Technology. Dr. Mak is a member of the Labour Advisory Board and
the Court of Baptist University. Dr. Mak is also the chairman of the Hong Kong Society for the
Aged, a general committee member of the Employers’ Federation of Hong Kong, a member of
the Hong Kong Housing Society and a council member and chairman of the Membership
Committee of the Hong Kong Management Association.

Independent non-executive Directors

Mr. Chan Fu Keung (FRE®5% %), aged 70, was appointed as an independent
non-executive Director of our Company on 1 August 2015. He is also the chairman of our
remuneration committee and a member of each of our nomination committee and audit
committee.

Since his appointment as an independent non-executive Director on 1 August 2015, Mr.
Chan has been providing independent advice to our Group on various areas, particularly on
our Group’s employee incentive scheme, remuneration policies and organisation structure.

Mr. Chan joined the MTR Corporation Limited (Hong Kong stock code: 66) (the “MTR
Corporation”) in 1989. He was the human resources director of the MTR Corporation from
1998 to 2012 and a member of its executive directorate from 1996 to 2012. He retired after 23
years of service at the MTR Corporation in July 2012. Prior to joining the MTR Corporation, Mr.
Chan held senior management positions in various commercial, utility and public sectors in
Hong Kong, including the Hong Kong Government, the Hong Kong Productivity Council,
Hutchison Whampoa Limited and Hong Kong Telephone Company Limited. In early 1976, he
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joined Hutchison Whampoa Limited and became its remuneration manager in May 1981. Mr.
Chan subsequently joined Hong Kong Telephone Company Limited in April 1983, where he was
involved in a wide spectrum of human resources functions, including development and review
on human resources policies, remuneration, employee incentive and benefits schemes.

Mr. Chan was a council member of the Hong Kong Institute of Human Resource
Management and has been its fellow member since 1985. He served the Hospital Authority
Board from December 2012 to November 2018. Currently he is the chairman of the Hospital
Governing Committee of Tuen Mun Hospital and is the trustee of the Hospital Authority
Provident Fund Scheme. He is also a member of the remuneration committee of the board of
the West Kowloon Cultural District Authority.

Mr. Chan received a bachelor of social sciences degree from The University of Hong Kong
in October 1971.

Mr. Chan has held the following position in the following company listed on the Stock
Exchange in the three years immediately prior to the Latest Practicable Date:

Listing on the

Company Name Stock Exchange  Stock code Period Role(s)
Stella International Holdings Main Board 1836 Since 2012 Independent non-executive
Limited ..., director

Chairman of remuneration
committee, member of the
audit committee, the
corporate governance
committee and the
nomination committee

Mr. Lam Kin Fung Jeffrey (#{@# 5% 4%), aged 67, was appointed as an independent
non-executive Director of our Company on 1 May 2018. He is also the chairman of our
nomination committee.

Mr. Lam obtained a bachelor degree in mechanical engineering from Tufts University in
the United States in June 1974. He has over 30 years of experience in the toy manufacturing
industry and is currently the managing director of Forward Winsome Industries Limited, which
is engaged in toy manufacturing.

Mr. Lam is a member of the National Committee of the Chinese People’s Political
Consultative Conference. He also holds a number of other public and community service
positions including being a non-official member of the Executive Council and a member of the
Legislative Council in Hong Kong, a general committee member of the Hong Kong General
Chamber of Commerce, the chairman of Independent Commission Against Corruption (ICAC)
Complaints Committee, a director of the Hong Kong Mortgage Corporation Limited and a
member of the board of directors of Heifer International-Hong Kong.
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Mr. Lam held the following positions in the following companies listed on the Stock
Exchange in the three years immediately prior to the Latest Practicable Date:

Listing on the
Company Name Stock Exchange  Stock code Period Role(s)

Bracell Limited.............. Main Board Not October 2010  Independent non-executive director
applicable* to
October 2016

October 2010  Member of the audit committee
to August 2013

March 2012 to Chairman of the remuneration
October 2016  committee

August 2014 to Member of the independent board
October 2016  committee

CC Land Holdings Main Board 1224 Since June Independent non-executive director
Limited ...l 1998

Chairman of the audit committee,
member of the nomination
committee and remuneration

committee
China Overseas Grand Main Board 81 Since May Independent non-executive director
Oceans Group 2010
Limited oo Chairman of the remuneration
committee, member of the audit
committee and the nomination
committee
Chow Tai Fook Main Board 1929 Since Independent non-executive director
Jewellery Group November Member of the audit committee and
Limited .....cocooeeiiinies 2011 S .
the nomination committee
CWT International Main Board 521 Since October Independent non-executive director
Limited oo 2013 Member of the audit committee,
nomination committee and
remuneration committee
i-CABLE Main Board 1097 Since Independent non-executive director
Communications September Chairman of the compensation
Limited ........cooeenn. 2017 .
committee, member of the
nomination committee
Wing Tai Properties Main Board 369 Since 6 June Independent non-executive director
Limited......ccooiiiiiiennes 2018
Wynn Macau, Limited ... Main Board 1128 Since Independent non-executive director
September Member of the remuneration
2009

committee and chairman of the
nomination and corporate
governance committee

* Delisted as at the Latest Practicable Date
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Our Directors and the Sole Sponsor are of the view that Mr. Lam will be able to devote
sufficient time to discharge his duties and responsibilities as our independent non-executive
Director on the following bases: (i) his involvement in other listed companies as independent
non-executive director primarily requires him to oversee their management independently,
rather than his allocation of substantial time on the participation of the day to day management
and operations of their respective businesses; (ii) notwithstanding his current engagement as
independent non-executive director of seven other listed companies, he has demonstrated that
he is capable of devoting sufficient time to discharge his duties owed to each of these listed
companies by attending all board meetings and board committee meetings of these listed
companies during their latest financial year, or where he was appointed as independent
non-executive director of the relevant company after the commencement of its latest financial
year, since his appointment, as disclosed in these listed companies’ latest published annual
reports; (iii) he has acquired extensive management experience and developed substantial
knowledge on corporate governance through his directorships in other listed companies, which
is expected to facilitate the proper discharge of his duties and responsibilities as our
independent non-executive Director; and (iv) he will devote sufficient time to perform his duties
as our independent non-executive Director.

Mr. Wong King On Samuel (E#Z % %), aged 66, was appointed as an independent
non-executive Director of our Company on 1 May 2018. He is also the chairman of our audit
committee and a member of each of our remuneration committee and nomination committee.

Mr. Wong has over 30 years of experience in accounting and finance. He joined Ernst &
Young’s predecessor firm, Arthur Young & Company in October 1979 and was elected to
partnership of Ernst & Young in January 1993. Mr. Wong was the managing partner, China
Central and a member of the management committee of the China firm of Ernst & Young from
2005 until his retirement in December 2009.

Mr. Wong holds a master of business administration degree from the University of
Bradford in the United Kingdom where he was awarded the Binder Hamlyn Prize for the best
student in financial subjects in management and administration in December 1978.

Mr. Wong is a fellow member of the Hong Kong Institute of Certified Public Accountants,
the Association of Chartered Certified Accountants (“ACCA”) and the Certified Practising
Accountant Australia. He was the president of ACCA Hong Kong from 1998 to 1999 and a
member of the global Council of ACCA from 1999 to 2005. Mr. Wong was also the first
non-European global president of ACCA from 2003 to 2004. Mr. Wong was awarded the
outstanding accounting alumnus by the Hong Kong Polytechnic University in 2002 and the
outstanding Polytechnic University alumnus by the Hong Kong Polytechnic University in 2003.
Mr. Wong had been the adjunct professor of the school of accounting and finance of the Hong
Kong Polytechnic University from September 2002 to August 2010 and the professor of
practice (accounting) from September 2013 to August 2016.
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Mr. Wong held the following position in the following company listed on the Stock
Exchange in the three years immediately prior to the Latest Practicable Date:

Listing on the

Company Name Stock Exchange  Stock code Period Role(s)
Alibaba Health Main Board 241 Since 2014 Independent non-executive director
Information

Chairman of audit committee, and
member of the remuneration
committee and the nomination
committee

Technology Limited ..

Since 2016 Chairman of the risk management
committee

Save as disclosed in “Directors” in this section above and “Appendix IV — Statutory and
General Information”, each Director had not held any other directorships in listed companies
during the three years immediately prior to the Latest Practicable Date and each Director has
no relationship with any other Directors, members of our senior management, our Substantial
Shareholders and our Controlling Shareholders. To the best of the knowledge, information and
belief of our Directors having made all reasonable enquiries, there is no other matter that
needs to be brought to the attention of our Shareholders, and there is no other information
relating to our Directors to be disclosed pursuant to Rule 13.51(2) of the Listing Rules as at
the Latest Practicable Date.

SENIOR MANAGEMENT

Our Senior Management

Our senior management is responsible for the day-to-day management of our business.
The table below sets out certain information of our senior management:

Date of
appointment
as senior Date of joining Roles and responsibilities

Name Age management our Group in our Group

Mr. Chan Chi Hung (B HESE4E) 53 1 July 2010 3 July 1989 Overseeing the information
communication technologies,
energy management, intelligent
and green building business of
our Group

Mr. Hong Chi Man (F&& RE4E) .. 59 1 April 2015 19 January 1995 Overseeing the sewage
treatment operations of the
environmental engineering
segment of our Group

Mr. Cheung Ha Ming 50 15 June 2016 15 June 2015 Overseeing the Hong Kong

(REBEA) operations of the lift and

escalator segment of our Group
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Date of
appointment
as senior Date of joining Roles and responsibilities
Name Age management our Group in our Group
Mr. Cheong Hei Sing Alex 52 1 January 2005 1 December 1986 Overseeing the Mainland China
(RAEREESEA) operations of the lift and
escalator segment of our Group,
covering research and
development, marketing and
sales, production and service
support
Mr. Phaisalakani Vichai 70 18 December 18 December Overseeing the financial
(REAIMISEAE) oo 2017 2017 management of our Group

Mr. Chan Chi Hung (FREME4), aged 53, has been appointed as a director of the
information, communications and building technologies segment of our Group since March
2017, and is primarily responsible for overseeing the information communication technologies,
energy management, intelligent and green building business of our Group.

Mr. Chan has more than 25 years of experience in building technologies specialising in
building management system, security system, information and communication technologies
system, ELV system, energy management, lighting system and air-conditioning system. He
has also been responsible for the design, installation, engineering and maintenance of large
scale intelligent building systems contracts in Hong Kong and Macau.

Mr. Chan started his career in the control and building automation business in our Group
in 1989. He was promoted as a manager of the intelligent building systems division of the ICBT
segment of our Group in 1996, and was primarily responsible for overseeing its sales,
installation, engineering and maintenance operations of the intelligent building systems
division. He was further promoted as a director of the intelligent building systems division of
our Group in 2010, and was primarily responsible for overseeing the intelligent systems, ELV,
energy saving and green technologies business of our Group. He was then appointed as a
director of our information, communications and buildings technologies segment in March
2017.

Mr. Chan graduated with a master of business administration in general management
degree from the Hong Kong Polytechnic University in December 2007. He also obtained a
bachelor of science degree in engineering from The University of Hong Kong in December
1989 and a diploma in marketing and international business from The Chinese University of
Hong Kong in November 1993.

Mr. Chan is a member of the Hong Kong Institution of Engineers and the American Society
of Heating, Refrigerating and Air-conditioning Engineers (ASHRAE). He is currently a
registered professional engineer of the Engineers Registration Board. He is also a BEAM
(Building Environmental Assessment Method) professional in Hong Kong.
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Mr. Chan is the past president of Hong Kong Air-conditioning and Refrigeration
Association Limited (HKACRA) and is currently a council member of Hong Kong Federation of
Electrical & Mechanical Contractors Limited (FEMC). Mr. Chan is also a board member of the
Pneumoconiosis Compensation Fund Board (PCFB).

Mr. Hong Chi Man (EE K % 4), aged 59, has been a director of ATAL Engineering since
1 April 2015. He oversees the sewage treatment operations of the environmental engineering
segment of our Group, and is primarily responsible for the overall management of our projects
which involve design, procurement, contract management and administration, program
planning and quality assurance system.

Mr. Hong started his career by joining an apprenticeship training program in 1978. He
joined our Group in 1989 as a project engineer and he executed a number of projects which
involved designing, building, testing and commissioning of small package sewage treatment
plants for residential development in the New Territories, Hong Kong. He joined Kenworth
Engineering Limited, an E&M engineering services provider, in 1993 and served as a project
engineer until 1995. In 1995, he rejoined our Group as an assistant project manager, and was
promoted as an associate director of the environmental engineering operations of ATAL
Engineering in 2010, and was mainly responsible for administration of the sewage treatment
business. In addition, he was also involved in the project execution including process and E&M
design, contract management and administration, equipment selection and procurement,
supervision of installations, testing and commission of municipal and domestic sewage
treatment plants and water treatment facilities. He was subsequently appointed as a director
of the environmental engineering operations of ATAL Engineering in 2015.

Mr. Hong was certified by the Engineering Council of the United Kingdom in September
1992 to have satisfied the academic requirements for Stage 1 of the professional engineer
section of The Engineering Council Register (commonly known as “EC Part II”), which is
recognised by the Institution of Mechanical Engineers. He also holds a master of science
degree in civil engineering from the Hong Kong Polytechnic University in November 2000, and
a master of business administration degree in technology management from La Trobe
University in September 2005 through distance learning.

Mr. Hong is a chartered engineer of the Engineering Council in the United Kingdom, and
a member of each of the Institution of Mechanical Engineers and the Hong Kong Institution of
Engineers.

Mr. Cheung Ha Ming ((RE B8 %k %), aged 50, has been a director of Anlev Elex Elevator
since June 2016, and oversees the Hong Kong operations of the lift and escalator segment of
our Group.

Mr. Cheung started his career as an assistant engineer in the maintenance department of
Goldstar Industrial Systems (HK) Limited during 1993 to 1995. He served Otis Elevator
Company (HK) Limited from 1995 to 2004 and his last position with this company was senior
engineer-field support of the new equipment department. Later in 2004, he joined Kone
Elevator (HK) Limited as a technical sales manager, and his last position with this company
was senior sales operations manager. He joined Thyssenkrupp Elevator (HK) Limited in 2010

— 242 —



DIRECTORS AND SENIOR MANAGEMENT

as the head of new installation and modernisation until joining our Group in June 2015 as an
associate director of Anlev Elex Elevator. He was subsequently promoted as a director of Anlev
Elex Elevator in June 2016.

Mr. Cheung obtained a master of business administration degree from City University of
Hong Kong in November 2002 and a bachelor of engineering in mechanical engineering
degree from Hong Kong Polytechnic (now known as The Hong Kong Polytechnic University) in
1993.

Mr. Cheung is a chartered engineer of the Engineering Council in the United Kingdom, a
registered lift engineer, a registered escalator engineer in Hong Kong and a member of each
of the Institution of Mechanical Engineers and The International Association of Elevator
Engineers.

Mr. Cheong Hei Sing Alex (FR/E® % 4), aged 52, has been a director of Nanjing Anlev
Elevator since 2003, and a director of Anlev (HK) since 2005. He oversees the Mainland China
business operations of the lift and escalator segment of our Group, including research and
development, marketing and sales, production and customer service and support.

Mr. Cheong joined our Group in 1986 as a design draftsman and was involved in the early
development of a new series of precision air-conditioning products. He later became an
assistant design engineer, design engineer and senior design engineer during 1988 to 2004
and was the key person responsible for the design of certain series of data-chillers, precision
air-conditioning systems, escalators and moving walkways. Since 2003, he has been a director
of Nanjing Anlev Elevator, and is mainly responsible for overseeing the production and export
of Anlev lifts and escalators at our manufacturing plant in Nanjing, Mainland China. In 2005,
he was appointed as a director and a manager of Anlev (HK) and has since been overseeing
the sales and marketing and customer services functions of the Hong Kong operations of our
lifts and escalators segment. Since 2012, Mr. Cheong has also been a director of research and
development and production of our Group and is primarily in charge of the product
development and business development of our lifts and escalators segment.

Prior to joining our Group, Mr. Cheong worked as an engineering assistant at Glory
Engineering Company Limited from October 1985 to October 1986.

Mr. Cheong obtained from the Hong Kong Polytechnic an endorsement to the higher
certificate in mechanical engineering in November 1988, an endorsement certificate in
air-conditioning and refrigeration in November 1987 and a higher certificate in mechanical
engineering in November 1986. In July 1985, Mr. Cheong obtained a diploma in mechanical
engineering from Morrison Hill Technical Institute.

Mr. Phaisalakani Vichai (alias Mr. Andy Hung) (B&8k#l £ &), aged 70, was appointed as
our chief financial officer on 18 December 2017 and is primarily responsible for overseeing the
financial management of our Group.

Mr. Phaisalakani had worked for an international accounting firm for over 10 years and
has extensive experiences in finance and corporate management in various industries. He
served as the group controller of Gold Peak Industries (Holdings) Limited (Hong Kong stock
code: 40) from February 1985 to November 1987, and a director of finance at Lee Kum Kee
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Group Limited from April 1994 to April 1999. In July 2001, he was first appointed as the chief
financial officer and was then appointed as executive director of Willas-Array Electronics
(Holdings) Limited (Hong Kong stock code: 854 and Singapore stock code: BDR) in November
2004 until his retirement in June 2013. He had also served as a senior consultant of Vestate
Group Holdings Limited (then known as Walker Group Holdings Limited, Hong Kong stock
code: 1386) from December 2013 until September 2015.

Mr. Phaisalakani is currently an independent non-executive director of two other
companies listed in Hong Kong, namely Victory City International Holdings Limited (Hong Kong
stock code: 539), where he is a member of its audit committee, remuneration committee and
nomination committee, and Eagle Ride Investment Holdings Limited (Hong Kong stock code:
901), where he is the chairman of its audit committee and a member of its remuneration
committee and nomination committee.

Mr. Phaisalakani graduated from Minnesota State University — Mankato, Minnesota,
United States of America in June 1973, where he obtained a bachelor of science degree. He
is a chartered professional accountant in Canada as well as a member of Hong Kong Institute
of Certified Public Accountants.

COMPANY SECRETARY

Ms. Li Kit Chi Fiona (Z&&/NH), aged 59, was appointed as our company secretary on
14 September 2018.

Ms. Li joined our Group since 11 November 2015 as legal counsel, providing legal support
to our Group’s various businesses.

Ms. Li is a solicitor in Hong Kong and obtained a bachelor of economics degree and
bachelor of laws degree from Monash University, Australia, in December 1983 and May 1985
respectively. She also obtained a Chinese bachelor of laws degree from the China University
of Political Science and Law (FEBEKE) in June 1999 and a master of business
administration degree from The Chinese University of Hong Kong in December 1998. She has
won the South China Morning Post/Henley Management Award in January 1995.

Ms. Li has over 20 years of legal experience. She has worked for Molomby & Molomby
in Melbourne, Australia and Deacons in Hong Kong. She was the manager and legal adviser
of CNT (Holdings) Group Limited and the legal and secretarial manager at B.A.T. China Limited
in Hong Kong. She later served as a legal counsel to various companies, including Smart Faith
Management Limited and Nagaworld Limited.

Ms. Li had been an independent non-executive director, a member of the remuneration
committee and the audit committee and the chairman of the nomination committee of Green
Energy Group Limited (Hong Kong stock code: 979) from 31 May 2012 to 21 June 2018.

Since October 2018, Ms. Li has been a supervisor of Nanjing Canatal, a company listed
on the Shanghai Stock Exchange (stock code: 603912) since November 2017 and owned as
to 25.81% by our Company as at the Latest Practicable Date.
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BOARD COMMITTEES
Audit Committee

We have established our audit committee with written terms of reference in compliance
with Rule 3.21 of the Listing Rules and the Corporate Governance Code as set out in Appendix
14 to the Listing Rules. Our audit committee comprises three members, namely Mr. Wong King
On, Samuel, Mr. Chan Fu Keung, both of whom are our independent non-executive Directors,
and Dr. Mak Kin Wah, our non-executive Director. Mr. Wong King On, Samuel is the chairman
of our audit committee and is the independent non-executive Director who possesses the
appropriate professional qualifications.

The primary duties of our audit committee include, among other things, considering
issues relating to the appointment, re-appointment and removal of the external auditor,
reviewing our financial information, overseeing our financial reporting system, risk
management and internal control systems.

Remuneration Committee

We have established our remuneration committee with written terms of reference in
compliance with Rule 3.25 of the Listing Rules and the Corporate Governance Code as set out
in Appendix 14 to the Listing Rules. Our remuneration committee comprises three members,
namely Mr. Chan Fu Keung, Mr. Wong King On, Samuel and Dr. Mak Kin Wah. Mr. Chan Fu
Keung was appointed as the chairman of our remuneration committee.

The primary duties of our remuneration committee include, among other things, making
recommendations to our Board on our policy and structure for all Directors’ and senior
management’s remuneration, the establishment of a formal and transparent procedure for
developing remuneration policy and the remuneration packages of our Directors and senior
management.

Nomination Committee

We have established our nomination committee with written terms of reference in
compliance with the Corporate Governance Code as set out in Appendix 14 to the Listing
Rules. Our nomination committee comprises five members, namely, Mr. Lam Kin Fung, Jeffrey,
Mr. Chan Fu Keung, Mr. Wong King On, Samuel, Dr. Mak Kin Wah and Mr. Cheng Siu Ngai,
Kevin. Mr. Lam Kin Fung, Jeffrey has been appointed as the chairman of our nomination
committee.

The primary duties of our nomination committee include, among other things, making
recommendations on any proposed changes to our Board to complement our corporate
strategy.

REMUNERATION OF DIRECTORS AND THE FIVE HIGHEST PAID INDIVIDUALS

The aggregate amounts of remuneration (including fees, salaries, contributions to
retirement benefit schemes, performance-related bonuses, other allowances and benefits in
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kind) paid to our Directors for FY2016, FY2017 and FY2018 were HK$23.4 million, HK$16.9
million and HK$27.9 million, respectively. None of our Directors had waived any remuneration
during the same periods.

Five, four and four of the five highest paid individuals of our Group for FY2016, FY2017
and FY2018, respectively were our Directors. The aggregate amounts of remuneration
(including salaries, contributions to retirement benefit schemes, performance related bonuses
and other allowances) paid to our highest paid non-Director individuals were nil, HK$2.5
million and HK$4.3 million for FY2016, FY2017 and FY2018, respectively. Approximately nil,
nil and nil were paid by our Group to our Directors or the top five highest paid employees of
our Group as an inducement to join or upon joining us or as a compensation for loss of office
for FY2016, FY2017 and FY2018, respectively.

Save as disclosed above, no other payments have been made or are payable in respect
of the Track Record Period by any of member of our Group to any of our Directors.

Under the arrangements currently in force, we estimate the aggregate remuneration,
excluding performance related bonus, of our Directors for FY2018 to be approximately
HK$11.7 million.

See “Appendix IV — Statutory and General Information — C. Further Information About
Our Directors and Substantial Shareholders — 1. Particulars of Directors’ Letters of
Appointment” for further information.

COMPLIANCE ADVISER

We have appointed BOCOM International Asia as our compliance adviser in compliance
with Rule 3A.19 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, we will
consult with, and if necessary, seek advice from, our compliance adviser on a timely basis in
the following circumstances:

(a) before the publication of any regulatory announcement, circular or financial report;

(b) where a transaction, which might be a notifiable or connected transaction, is
contemplated including share issues and share repurchases;

(c) where our business activities, developments or results deviate from any forecast,
estimate, or other information in this listing document; and

(d) where the Stock Exchange makes an inquiry of our Company regarding unusual
movements in the price or trading volume of our Shares, the possible development
of a false market in our Shares or any other matters.

The term of the appointment shall commence on the Listing Date and end on the date on

which our Company distributes its annual report in respect of its financial results for the first
full financial year commencing after the Listing Date.
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OVERVIEW

Upon the Listing, each of Dr. Poon and Arling Investment will be a Controlling Shareholder
of our Company under the Listing Rules. The table below sets forth the information regarding
the ownership of our Shares by our Controlling Shareholders immediately following the
completion of the Capitalisation Issue and the Global Offering (assuming the Over-allotment
Option is not exercised and without taking into account the Shares to be issued upon exercise
of the options under the Share Option Scheme):

Approximate
percentage of

Number of Shares voting rights
D POON 888,650,000 63.48%
Arling Investment... ... 888,650,000 63.48%

Please see “History, Reorganisation and Corporate Structure — Capitalisation Issue” and
“Substantial Shareholders” for further information.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Our Directors are satisfied that our Group can function, operate and carry on our business
independently from our Controlling Shareholders based on the following reasons:

No competition and clear delineation of business

Our Directors, including our independent non-executive Directors, are of the view that to
the best of their knowledge, belief and information, none of our Controlling Shareholders, our
Directors and none of their respective close associates have interests in businesses which
compete, or are likely to compete, either directly or indirectly, with our business.

Independence of management and directorship

Our Company has a Board and members of senior management that function
independently from our Controlling Shareholders and their respective associates. Our Board
is comprised of four executive Directors, one non-executive Director and three independent
non-executive Directors. Our senior management consists of five members. On the basis of
the following reasons, our Directors believe that our Directors and members of our senior
management are able to manage our business independently from our Controlling
Shareholders:

(i) with three independent non-executive Directors out of a total of eight Directors in our
Board, which exceeds the minimum requirement under the Listing Rules, there will
be a sufficiently robust and independent voice within our Board to counter-balance
any situation involving a conflict of interest and protect the interests of our
independent Shareholders;
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(if)

(iif)

(V)

(vi)

all members of our senior management are full-time employees of our Group and
have, for the entire or substantially the entire Track Record Period, undertaken
senior management supervisory responsibilities in our business. The responsibilities
of our senior management team include managing operational and financial matters,
making general capital expenditure decisions and the daily implementation of the
business strategies of our Group. This ensures the independence of the daily
management and operations of our Group from those of our Controlling
Shareholders;

each of our Directors is aware of his fiduciary duties as a Director of our Company,
which require, among other things, that he acts for the benefit and in the best
interests of our Shareholders as a whole and does not allow any conflict between his
duties as a Director and his personal interests to affect the performance of his duties
as a Director;

connected transactions between our Company and companies controlled by our
Controlling Shareholders are subject to the Listing Rules including rules relating to
announcement, reporting and independent Shareholders’ approval (where
applicable);

all of the businesses that are related to the operation of electrical and mechanical
engineering services in Hong Kong, Macau and Mainland China held by our
Controlling Shareholders have been consolidated into our Group as part of our
Reorganisation. Therefore, there is no competition that would adversely affect the
management independence of our Group; and

a number of corporate governance measures are in place to avoid any potential
conflict of interest between our Company and our Controlling Shareholders, and to
safeguard the interests of our independent Shareholders. See “Corporate
governance measures” in this section below.

Operational independence

Our Company makes business decisions independently. On the basis of the following

reasons,

our Directors consider that our Company will continue to be operationally

independent from our Controlling Shareholders and other companies controlled by our
Controlling Shareholders:

(iif)

our Company is not reliant on trademarks owned by our Controlling Shareholders, or
other companies controlled by our Controlling Shareholders;

our Group is the holder of all relevant licences material to the operation of our
business and has sufficient capital, equipment and employees to operate our
business independently;

our Company has its own administrative and corporate governance infrastructure

(including its own accounting, legal and human resources departments);
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(iv)

(v)

(vii)

our Company has established a set of internal control procedures to facilitate the
effective operation of our business;

save for the two office premises leased to our Group by Perfect Motive pursuant to
a lease entered into between our Group and Perfect Motive on 13 April 2018
(“Connected Lease”) (further details of which are set out in “Business — Property
Interests — Properties in Hong Kong”), all of the properties used as our office
premises, warehouses are owned by us or leased from Independent Third Parties by
our Company or our subsidiaries;

all external service required by our Company or our subsidiaries are provided by
Independent Third Parties; and

we do not rely on our Controlling Shareholders for access to suppliers and
customers.

Based on the above-mentioned arrangements, our Directors are of the view that our
Company will be able to operate independently from our Controlling Shareholders.

Our Directors confirm that, save and except for the Connected Lease, all related party
transactions with our Controlling Shareholders will be discontinued upon the Listing. These
transactions between our Group and entities controlled by our Controlling Shareholders are
not material in value as far as our Group is concerned.

Financial independence

Our

Directors are of the view that our Group will be financially independent of our

Controlling Shareholders and any of their respective associates upon the Listing for the
following reasons:

(i)

(if)

Strong financial positions: We have been financially sound throughout the Track
Record Period. For FY2016, FY2017 and FY2018, our Group’s revenue was
HK$4,411.7 million, HK$4,965.3 million and HK$5,966.0 million, respectively, and
our profit for the year for the same periods were HK$120.8 million, HK$433.6 million
and HK$315.3 million, respectively. As at 31 December 2017 and 2018, our Group
had cash and bank balances of HK$544.2 million and HK$570.0 million, respectively.
Our Group’s net cash flows from operating activities for FY2017 and FY2018 was
HK$380.4 million and HK$595.6 million, respectively.

Strong credit position: Besides having a strong financial position and cash
generating operation as mentioned above, based on discussions with relevant
lending banks, our Directors confirm that our Group also has a strong credit position
on a stand-alone basis. Our Group expects to maintain a net cash position after the
Listing.

All the non-trade amounts due to and from our Controlling Shareholders and companies
controlled by our Controlling Shareholders, as well as all guarantees, indemnities and other
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securities provided by us for the benefit of our Controlling Shareholders, and companies
controlled by our Controlling Shareholders, or vice versa, will be fully settled or released upon
or before Listing. There will be no financial assistance, security and/or guarantee provided by
our Controlling Shareholders in favour of our Group or vice versa upon the Listing.

CORPORATE GOVERNANCE MEASURES

Upon the Listing, our Company will continue to enter into connected transactions with
certain companies controlled by our Controlling Shareholders from time to time. Our Company
will adopt the following measures to manage the conflict of interests arising from the possible
competing business of our Controlling Shareholders and to safeguard the interests of our
independent Shareholders:

(i) in preparation for the Listing, our Company has amended our Bye-laws to comply
with the Listing Rules. In particular, our Bye-laws provide that, except for certain
exceptions permitted under the Listing Rules or the Stock Exchange, a Director shall
not vote on any board resolution approving any contract in relation to which he or his
close associates has/have a material interest, nor shall such Director be counted in
the quorum present at the meeting;

(i) we have appointed BOCOM International Asia as our compliance adviser, which will
provide advice and guidance to us with respect to compliance with the applicable
laws and the Listing Rules, including but not limited to various requirements relating
to Directors’ duties and internal controls;

(iii) the management structure of our Group includes an audit committee, a remuneration
committee, and a nomination committee, the terms of reference of each of which will
require them to be alert to prospective conflict of interest and to formulate their
proposals accordingly; and

(iv) pursuant to the Code of Corporate Governance Practices in Appendix 14 of the
Listing Rules, our Directors, including our independent non-executive Directors, will
be able to seek independent professional advice from external parties in appropriate
circumstances at our Company’s costs.

Our Company is expected to comply with the Code of Corporate Governance Practices in
Appendix 14 of the Listing Rules which sets out principles of good corporate governance in
relation to, among others, Directors, chief executive, Board composition, the appointment,
re-election and removal of Directors, their responsibilities and remuneration and
communication with our Shareholders. Our Company will state in our interim and annual
reports whether we have compiled with such code, and will provide details of, and reasons for,
any deviation from it in the corporate governance reports attached to our annual reports.
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SUBSTANTIAL SHAREHOLDERS

So far as our Directors are aware, immediately following the completion of the Global
Offering and the Capitalisation Issue (but without taking into account any Shares which may
be taken up or acquired under the Global Offering and any Shares which may be allotted and
issued upon the exercise of the Over-allotment Option and the options as may be granted
under the Share Option Scheme), the following persons will become substantial shareholders
(as defined in the Listing Rules) of our Company:

Approximate
percentage of

Capacity/Nature of Number of Shares shareholding in the
Name of shareholder interest held Company
Dr. POON..coiiii Founder of a 888,650,000 63.48%
discretionary trust
Arling Investment........................ Beneficial interest 888,650,000 63.48%

Notes:

(1)  Our Company will be directly owned as to 63.48% by Arling Investment. Arling Investment is wholly owned by
Ardik Investment and Ardik Investment is in turn wholly owned by HSBC International Trustee Limited as the
trustee of The Otto Poon Family Trust. Dr. Poon is the settlor and protector of The Otto Poon Family Trust.
Accordingly, Ardik Investment and Dr. Poon is deemed to be interested in the same number of Shares held by
Arling Investment. Nevertheless, HSBC International Trustee Limited and Ardik Investment are not entitled to
exercise or control the exercise of 30% or more of the voting power at general meetings of our Company
pursuant to the trust deed of The Otto Poon Family Trust and will not be our Controlling Shareholders under the
Listing Rules upon completion of the Capitalisation Issue and the Global Offering. For more details, please see
“History, Reorganisation and Corporate Structure — Capitalisation Issue”.

(2)  For details of persons who will have an interest or short position in the Share and the underlying Share which
would fall to be disclosed to our Company under the SFO, please see “Appendix |V — Statutory and General
Information — 3. Disclosure of Interests — (b) Interests of Substantial Shareholders”.

Save as disclosed in this prospectus, our Directors are not aware of any persons who will,
immediately following completion of the Capitalisation Issue and the Global Offering (but
without taking into account any Shares which may be taken up or acquired under the Global
Offering and any Shares which may be allotted and issued upon the exercise of the
Over-allotment Option and the options as may be granted under the Share Option Scheme),
become substantial shareholders (as defined in the Listing Rules) of our Company, or will be
directly or indirectly, interested in 10% or more of the total number of shares in of any class
of share capital carrying rights to vote in all circumstances at general meetings of any of our
subsidiaries. Our Directors are not aware of any arrangement which may at a subsequent date
result in a change of control of our Company or our subsidiaries.
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The authorised and issued share capital of our Company is as follows:

Authorised share capital:
As at the date of this prospectus:

100,000,000,000 Shares of HK$0.01 each.................... HK$1,000,000,000

In contemplation of the Global Offering, the authorised share capital of our Company was
increased pursuant to the written resolutions of our Shareholders passed on 14 September
2018 by HK$1,000,000,000 by the creation of 100,000,000,000 Shares with par value of
HK$0.01 each, ranking pari passu in all respects with the then existing shares of our Company.
Immediately following such increase, the authorised share capital of our Company was
US$12,600 divided into 12,600 shares with a par value of US$1.00 each and
HK$1,000,000,000 divided into 100,000,000,000 Shares with par value of HK$0.01 each.

On the same day, our Company allotted and issued 7,921,680 Shares at par value for
HK$79,216.80 to Arling Investment, 468,000 Shares at par value for HK$4,680 to each of Mr.
Cheng, Mr. Fong Chun Yau and Mr. Law, and 34,320 Shares at par value for HK$343.20 to Ms.
Ng Yuk Ling Margaret, which were set-off against and funded out of the repurchase price paid
by our Company for the repurchase of 10,156 shares of our Company with par value of
US$1.00 each for a total repurchase price of US$10,156 from Arling Investment, 600 shares
of our Company with par value of US$1.00 each for a total repurchase price of US$600 from
each of Mr. Cheng, Mr. Fong Chun Yau and Mr. Law, and 44 shares of our Company with par
value of US$1.00 each from Ms. Ng Yuk Ling Margaret for a total repurchase price of US$44.

Following the said repurchase, the authorised but unissued share capital of our Company
was diminished by cancellation of all the unissued share capital of our Company with par value
of US$1.00 each in the share capital of our Company pursuant to the written resolutions of our
Shareholders passed on 14 September 2018. After such cancellation, our share capital was
HK$1,000,000,000 divided into 100,000,000,000 Shares with par value of HK$0.01 each.
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Assuming the Over-allotment Option is not exercised, the issued share capital of our
Company immediately following completion of the Global Offering and Capitalisation Issue will
be as follows (without taking into account any Shares which may be issued and allotted
pursuant to any exercise of the options which have been or may be granted under the Share
Option Scheme):

Issued and to be issued, fully paid or credited as fully paid: HK$

9,360,000 Shares in issue immediately prior to the Capitalisation 93,600
Issue

1,040,640,000 Shares to be issued pursuant to the Capitalisation Issue 10,406,400

350,000,000 Shares to be issued pursuant to the Global Offering 3,500,000

(excluding any Shares which may be issued under the
Over-allotment Option)

1,400,000,000 Shares 14,000,000

Assuming the Over-allotment Option is exercised in full, the share capital of our Company
immediately following completion of the Global Offering and Capitalisation Issue will be as
follows (without taking into account any Shares which may be issued and allotted pursuant to
any exercise of the options which have been or may be granted under the Share Option
Scheme):

Issued and to be issued, fully paid or credited as fully paid: HK$

9,360,000 Shares in issue immediately prior to the Capitalisation 93,600
Issue

1,040,640,000 Shares to be issued pursuant to the Capitalisation Issue 10,406,400

402,500,000 Shares to be issued pursuant to the Global Offering 4,025,000

(inclusive of any Shares which may be issued under the
Over-allotment Option)

1,452,500,000 Shares 14,525,000

ASSUMPTIONS

This table assumes the Global Offering has become unconditional and the issue of
Shares pursuant thereto is made as described herein. It does not take into account (a) Shares
which may be allotted and issued upon the exercise of options which have been or may be
granted under the Share Option Scheme; or (b) of any Shares which may be allotted and
issued or repurchased by our Company under the general mandates for the allotment and
issue or repurchase of Shares granted to our Directors as referred to below or otherwise.
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RANKING

The Offer Shares and the Shares that may be issued pursuant to the Over-allotment
Option shall rank pari passu with all existing Shares in issue on the date of the allotment and
issue of such Shares, and in particular will be entitled to all dividends or other distributions
declared, made or paid after the date of this prospectus except for the Capitalisation Issue.

CAPITALISATION ISSUE

Pursuant to the written resolutions of our Shareholders passed on 14 September 2018,
conditional upon the share premium account of our Company being credited as a result of the
issue of Offer Shares pursuant to the Global Offering, our Directors were authorised to allot
and issue a total of 1,040,640,000 Shares, credited as fully paid, at par to our Shareholders
whose names appear on the register of members of our Company at close of business on 11
October 2018 (or any other date as our Directors may direct) in proportion (as nearly as
possible without involving fractions so that no fraction of a Share shall be allotted) to their then
respective shareholdings by way of capitalisation of the sum of HK$10,406,400 standing to the
credit of the share premium account of our Company, and the Shares to be allotted and issued
pursuant to the Capitalisation Issue shall rank pari passu in all respects with the existing
issued Shares.

MINIMUM PUBLIC FLOAT

Pursuant to Rule 8.08(1)(a) of the Listing Rules, at the time of the Listing and at all times
thereafter, we must maintain the minimum prescribed percentage of at least 25% of our total
issued share capital in the hands of the public.

SHARE OPTION SCHEME

Our Company has conditionally adopted the Share Option Scheme on 14 September
2018. A summary of the principal terms of the Share Option Scheme is set out in “D. Share
Option Scheme” in Appendix IV to this prospectus.

We did not have any outstanding share option(s), warrant(s), convertible instrument(s) or
similar right(s) convertible into our Shares as at the Latest Practicable Date.

GENERAL MANDATE TO ISSUE SHARES

Conditional on the fulfilment of all conditions as stated in “Structure of the Global
Offering”, our Directors have been granted with a general unconditional mandate to allot, issue
and deal with Shares in aggregate number of not more than the sum of:

(a) 20% of the aggregate number of the Shares in issue immediately following

completion of the Global Offering and the Capitalisation Issue (but excluding any
Shares that may be issued upon exercise of the Over-allotment Option); and
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(b) the aggregate number of Shares repurchased by our Company, if any, under the
general mandate to repurchase Shares referred to below.

The aggregate number 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 Shares pursuant to (i) a
rights issue, or (ii) any scrip dividend scheme or similar arrangement providing for the
allotment and issue of Shares in lieu of the whole or part of a dividend on Shares in accordance
with the Bye-laws; or (iii) any specific authority granted by the Shareholders in general
meeting(s); or (iv) the exercise of options which may be granted under the Share Option
Scheme or any arrangement which may be regulated under Chapter 17 of the Listing Rules.

This mandate will expire at the earliest of:

(a) the conclusion of our Company’s next annual general meeting unless by ordinary
resolution passed at that meeting, the issuing mandate is renewed, either
unconditionally or subject to conditions; or

(b) the expiration of the period within which our Company is required by the applicable
Bermuda law or the Bye-laws to hold its next annual general meeting; or

(c) when varied, revoked or renewed by an ordinary resolution of our Shareholders in
general meeting.

For further details of this general mandate, see “A. Further Information about our Group
— 5. Written resolutions of our Shareholders passed on 14 September 2018” in Appendix IV
to this prospectus.

GENERAL MANDATE TO REPURCHASE SHARES

Our Directors have been granted with a general unconditional mandate to exercise all the
powers of our Company to repurchase Shares in an aggregate number of not more than 10%
of the aggregate number of the Shares in issue following the completion of the Global Offering
and the Capitalisation Issue (but excluding any Shares that may be issued upon exercise of
the Over-allotment Option).

This mandate only relates to repurchases made on the Stock Exchange, or any other
stock exchange on which the Shares are listed (and which is recognised by the SFC and the
Stock Exchange for this purpose), and which are made in accordance with all applicable laws
and requirements of the Listing Rules. Further information required by the Stock Exchange to
be included in this prospectus regarding the repurchase of Shares is set out in “A. Further
Information about our Group — 7. Repurchase by our Group of its own securities” in Appendix
IV to this prospectus.
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This mandate will expire at the earliest of:

(a) the conclusion of our Company’s next annual general meeting unless by ordinary
resolution passed at that meeting, the repurchase mandate is renewed, either
unconditionally or subject to conditions; or

(b) the expiration of the period within which our Company is required by the applicable
Bermuda law or the Bye-laws to hold its next annual general meeting; or

(c) when varied, revoked or renewed by an ordinary resolution of our Shareholders in
general meeting.

For further details of this general mandate, see “A. Further Information about our Group
— 5. Written resolutions of our Shareholders passed on 14 September 2018” in Appendix IV
to this prospectus.

CIRCUMSTANCES UNDER WHICH GENERAL MEETING AND CLASS MEETING ARE
REQUIRED

Our Company has only one class of Shares, each of which ranks pari passu to the other
Shares. The circumstances under which general meeting and class meeting have to be held
are prescribed under the Bye-laws. For further information, please see “Summary of
Constitution of the Company and Bermuda Company Law” in Appendix Il to this prospectus.
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You should read this section in conjunction with our consolidated financial information,
including the notes thereto, as set out in “Appendix | — Accountant’s Report” to this
prospectus. The consolidated financial information has been prepared in accordance with
HKFRSs.

The following discussion and analysis contains forward-looking statements that involve
risks and uncertainties. These statements are based on assumptions and analysis made by
us in light of our experience and perception of historical trends, current conditions and
expected future developments, as well as other factors we believe are appropriate under the
circumstances. However, our actual results may differ significantly from those projected in
the forward-looking statements. Factors that might cause future results to differ significantly
from those projected in the forward-looking statements include those discussed in “Risk
Factors”.

OVERVIEW

We are a leading E&M engineering group in Hong Kong which provides multi-disciplinary
and comprehensive E&M engineering and technology services to a wide range of projects and
sectors in Hong Kong, Macau and Mainland China. We also manufacture lifts and escalators
and sell them internationally. According to the Frost & Sullivan Report, we were the largest
E&M engineering service provider in Hong Kong with a market share of approximately 9.1% in
terms of revenue in 2018.

Established in 1977, we began as an E&M equipment trading company and have evolved
into a comprehensive engineering service provider. Our principal business encompasses (i)
Building services — the design, installation and maintenance of E&M engineering systems in
buildings, data centres, healthcare and infrastructure facilities, (ii) Environmental engineering
services — the design, build, operation and maintenance of environmental treatment systems,
(iii) Information, Communications, and Building Technologies (ICBT) — the design, hardware
and software development, engineering, installation and maintenance of information and
communication technologies solutions and intelligent and green building technologies
solutions, and (iv) Lifts and escalators — the design, manufacturing, installation and
maintenance of lifts and escalators. We generate our revenue from our four business
segments through (1) contracting services on a project basis, (2) operations and maintenance
services, and (3) sale of goods. Throughout our development, we have been driven by our
vision of becoming an innovative, leading and sustainable multi-disciplinary engineering

group.
During the Track Record Period, our revenue was HK$4,411.7 million, HK$4,965.3 million

and HK$5,966.0 million in FY2016, FY2017 and FY2018, respectively, while our net profit for
the respective years was HK$120.8 million, HK$433.6 million and HK$315.3 million.
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BASIS OF PRESENTATION

The financial information has been prepared by our Directors based on accounting
policies which conform with HKFRS issued by the Hong Kong Institute of Certified Public
Accountants, on the basis of presentation as set out in note 2 of the Accountants’ Report
contained in Appendix | to this prospectus, and no adjustments have been made in preparing
the financial information.

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations have been and will continue to be affected by a number of
factors, including those set out below:

Construction activities in Hong Kong, Mainland China and Macau

We principally provide our E&M engineering services to commercial properties and
facilities development projects in Hong Kong, Mainland China and Macau. In FY2016, FY2017
and FY2018, our total revenue amounted to HK$4,411.7 million, HK$4,965.3 million and
HK$5,966.0 million, respectively. Revenue derived from contracting works which depends on
the construction activities in Hong Kong, Mainland China and Macau, accounted for over 85%
of our total revenue during the Track Record Period. Accordingly, changes in construction
activities in Hong Kong, Mainland China and Macau could have significant impact on the
demand for our services and, therefore, significant impact on our business and results of
operations.

Ability to secure new projects and maintain our backlog

We generated the majority of our revenue from projects which are on contract basis and
non-recurring in nature. We generally secure our government and non-government projects
through tenders. Our future growth and success will then depend on our ability to maintain a
stable and sustainable project backlog. During the Track Record Period, our tender success
rate in terms of contract value were approximately 8.7%, 12.2% and 14.7% for FY2016,
FY2017 and FY2018, respectively. Our results of operations will be adversely affected if we
are unable to secure sufficient number and sizeable contracts in the future.

Ability to complete our projects with quality on a timely basis

If there is any quality problem in relation to our services or delay in our projects, we may
incur liability. Moreover, service standard and works quality are usually one of the
considerations in awarding tenders by our customers. Accordingly, if we are unable to maintain
our service standards and work quality or unable to complete our projects on a timely basis,
our financial performance may be adversely affected due to cost-overruns for catching up
scheduled time or reworking for substandard works. In addition, since our revenue recognition
is based on measurement of progress by output method of our contract works, any delay in
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completing our works with appropriate certification will affect our revenue recognised during
the same period. Thus, our revenue and results of the operation may be affected if we are
unable to complete our scheduled work on time.

Fluctuation in cost of sales and services

Our cost of materials, equipment and spare parts and subcontracting cost are the major
components of our cost of sales during the Track Record Period. The price and availability of
different materials, equipment and spare parts may vary from period to period due to factors
such as customer specification, demand and market conditions. Our cost of materials,
equipment and spare parts accounted for 42.8%, 48.6% and 35.6% of our total cost of sales
and services in FY2016, FY2017 and FY2018, respectively.

Any unexpected changes to our subcontracting cost may also affect our profitability. In
FY2016, FY2017 and FY2018, subcontracting cost accounted for 38.5%, 31.0% and 41.1% of
our total cost of sales and services, respectively.

The following sensitivity analysis illustrates the impact of certain hypothetical fluctuations
of our (i) cost of materials, equipment and spare parts and (ii) subcontracting cost on our profit
before tax during the Track Record Period. Based on the relevant historical changes,
hypothetical fluctuations of our cost of materials, equipment and spare parts are assumed to
be 10%, 15% and 20%, while those of our subcontracting cost are assumed to be 10%, 15%
and 20%.

Changes in cost of materials, equipment and

spare parts

Hypothetical fluctuations +/-10% +/-15% +/-20%
HK$°000 HK$000 HK$’000
Decrease/increase in profit before tax
L 20 1 -/+122,121  -/+183,182 -/+244,242
FY 2017 o -/+145,315  -/+217,972 -/+290,630
FY 2018 . i -/+133,588 -/+200,381 -/+267,175
Changes in subcontracting cost
Hypothetical fluctuations +/-10% +/-15% +/-20%
HK$°000 HK$'000 HK$’000
Decrease/increase in profit before tax
FY 2016 ..o -/+109,757 -/+164,635 -/+219,514
FY 2017 o -/+92,539 -/+138,808 -/+185,078
FY 2018 . i -/+154,344  -/+231,515 -/+308,687
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Fluctuation of staff cost and supply of qualified staff

We depend on qualified and experienced engineering staff to provide quality services.
Any shortage of qualified and experienced engineering staff may lead to delay of our existing
work or affect our ability to take up new projects, and hence affect our results of operations.
Consequently, our direct staff cost may vary, period from period, due to the construction
market and supply of labour. Even though we take into consideration the expected increase in
direct staff cost when we submit tenders, the unexpected increase in direct staff cost due to
market conditions may adversely affect our results of operations. In FY2016, FY2017 and
FY2018, direct staff cost accounted for 14.2%, 13.6% and 12.0% of our total cost of sales and
services, respectively.

The following sensitivity analysis illustrates the impact of hypothetical fluctuations of our
direct staff cost on our profit before tax during the Track Record Period. Based on the historical
fluctuations of our direct staff cost, the hypothetical fluctuations are assumed to be 5%, 10%
and 15%.

Changes in direct staff cost

Hypothetical fluctuations +/-5% +/-10% +/-15%
HK$°000 HK$000 HK$°000

Decrease/increase in profit before tax

FY 2016 .. -/+20,276 -/+40,551 -/+60,827

FY 2017 o -/+20,250 -/+40,499 -/+60,749

FY 2018 i -/+22,432 -/+44,863 -/+67,295

SIGNIFICANT ACCOUNTING POLICIES AND CRITICAL ESTIMATES AND JUDGEMENT

We have identified certain accounting policies that are significant to the preparation of our
Group’s financial statements. Some of our accounting policies involve subjective assumptions
and estimates, as well as complex judgments relating to accounting items. In each case, the
determination of these items requires management judgments based on information and
financial data that may change in future periods. When reviewing our financial statements, you
should consider: (i) our selection of critical accounting policies; (ii) the judgments and other
uncertainties affecting the application of such policies; and (iii) the sensitivity of reported
results to changes in conditions and assumptions. For our accounting estimates on (i) revenue
and profit recognition of construction contracts; (ii) useful lives and impairment of property,
plant and equipment; and (iii) estimated impairment of trade receivables and contract assets,
we had not noted material difference of our estimates from the actual results during the Track
Record Period. Also, we had not experienced any change in estimates nor the underlying
assumptions in the past. The method and assumptions on such estimates will unlikely be
changed in the future. Our significant accounting policies, estimates and judgments, which are
important for an understanding of our financial condition and results of operations, are
summarised below, and the full text is set out in notes 4 and 5 of the Accountant’s Report
contained in Appendix | to this prospectus.
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Significant accounting policies
Revenue recognition

Revenue is recognised to depict the transfer of promised goods or services to customers
in an amount that reflects the consideration to which we expect to be entitled in exchange for
those goods or services. Specifically, we use a 5-step approach to revenue recognition:

° Step 1: Identify the contract(s) with a customer

° Step 2: ldentify the performance obligations in the contract

° Step 3: Determine the transaction price

° Step 4: Allocate the transaction price to the performance obligations in the contract

° Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation

We recognise revenue when (or as) a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the particular performance obligation is

transferred to customers.

Control of the asset may be transferred over time or at a point in time. Control of the asset
is transferred over time if:

o the customer simultaneously receives and consumes the benefits provided by our
performance as we perform;

° our performance creates and enhances an asset that the customer controls as we
perform; or

° our performance does not create an asset with an alternative use to us and we have
an enforceable right to payment for performance completed to date.

If control of the asset transfers over time, revenue is recognised over the period of the
contract by reference to the progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a point in time when the customer obtains
control of the asset.

Revenue is measured based on the consideration specified in a contract with a customer
and excludes amounts collected on behalf of third parties. We recognise revenue when it
transfers control of a product or service to a customer. We recognise revenue from the
following major sources: 1) provision of contracting services, 2) provision of maintenance
services and 3) sales of goods.
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a. Provision of contracting services

Recognition

We provide contracting services under long-term contracts with customers. Such
contracts are entered into before the contracting services begin. Under the terms of the
contracts, our customers control the properties during the course of construction by us.
Revenue from provision of contracting services is therefore recognised over time using output
method, i.e. based on surveys of contracting work completed by us to date as certified by
architects, surveyors or other representatives appointed by the customer or estimated with
reference to the progress payment application submitted by us to the customer in relation to
the work completed by us relative to the remaining goods or services promised under the
contract. The Directors of our Company consider that output method would faithfully depict our
performance towards complete satisfaction of the performance obligation under HKFRS 15.

For contracts that contain variable consideration (i.e. variation order), we estimate the
amount of consideration to which it will be entitled using either (a) the expected value method
or (b) the most likely amount, depending on which method better predicts the amount of
consideration to which we will be entitled.

The estimated amount of variable consideration is included in the transaction price only
to the extent that it is highly probable that such an inclusion will not result in a significant
revenue reversal in the future when the uncertainty associated with the variable consideration
is subsequently resolved.

At the end of each reporting period, we update the estimated transaction price (including
updating its assessment of whether an estimate of variable consideration is constrained) to
represent faithfully the circumstances present at the end of the reporting period and the
change in circumstances during the reporting period.

For warranty embedded to the construction contracts, we account for the warranty in
accordance with HKAS 37 Provisions, Contingent Liabilities and Contingent Assets unless the
warranty provides the customer with a service in addition to the assurance that the contracting
work complies with the agreed-upon specifications.

Contract assets/liabilities

We have enforceable rights to considerations from customers for the provision of
contracting services. Contract assets arise when we completed the contracting work under
such construction contracts but not yet certified by architects, surveyors or other
representatives appointed by customers. Any amount previously recognised as a contract
asset is reclassified to trade receivables at the point at which it is invoiced to the customer. If
the progress payment exceeds the revenue recognised to date under the output method then
we recognise a contract liability for the difference.

— 262 —



FINANCIAL INFORMATION

b. Provision of maintenance services

Recognition

We provide maintenance services, including operation and maintenance services to
customers. Income is recognised over the contract period when the relevant services are
provided by us and the customers simultaneously receive and consume the benefits provided
by our performance.

c. Sales of goods

Recognition

We sell lifts and escalators to customers. Revenue is recognised when control of the
goods has transferred according to respective agreed terms of delivery. Revenue is
recognised at a point in time when the customer obtains control of the distinct good.

d. Other income

Dividend income from investments is recognised when the rights to receive payment have
been established.

Interest income is accrued on a time basis, by reference to the principal outstanding and
at the effective interest rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset to that asset’s net carrying
amount on initial recognition.

Rental income from operating leases is recognised in profit or loss on a straight-line basis
over the term of the relevant lease. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset. Other than investment
properties measured under fair value model, such costs are recognised as expenses on a
straight-line basis over the lease term.

Inventories
Inventories comprise direct materials to be applied to contracts and are stated at the
lower of cost and net realisable value. Costs of inventories are calculated using the first-in,

first-out method. Net realisable value represents the estimated selling price less estimated
costs of completion and estimated costs necessary to make the sale.
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Impairment of financial assets and contract assets (before the adoption of HKFRS 9 on
1 January 2018)

Financial assets, other than those at FVTPL, and contract assets, are assessed for
indicators of impairment at the end of each reporting period. Financial assets are considered
to be impaired when there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset and contract assets, the estimated
future cash flows of the financial assets and contract assets have been affected.

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or counter party; or

° breach of contract, such as default or delinquency in interest or principal payments;
or

° it becoming probable that the borrower will enter bankruptcy or financial
re-organisation.

Objective evidence of impairment for a portfolio of receivables could include our past
experience of collecting payments, an increase in the number of delayed payments in the
portfolio over the credit period ranging from 14 to 90 days and observable changes in national
or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost and contract assets, the amount of the
impairment loss recognised is the difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at the financial asset’s original
effective interest rate.

For financial assets carried at cost, the amount of the impairment loss is measured as the
difference between the asset’s carrying amount and the present value of the estimated future
cash flows discounted at the current market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset and contract assets is reduced by the
impairment loss directly for all financial assets with the exception of trade receivables, where
the carrying amount is reduced through the use of an allowance account. Changes in the
carrying amount of the allowance account are recognised in profit or loss. When a trade
receivable is considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited to profit or loss.
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For financial assets measured at amortised cost and contract assets, if, in a subsequent
period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been recognised.

Impairment of financial assets under expected credit losses (“ECL”) model (upon the
adoption of HKFRS 9 on 1 January 2018)

We recognise a loss allowance for ECL on financial assets which are subject to
impairment under HKFRS 9, contract assets, loan commitments and financial guarantee
contracts. The amount of ECL is updated at each reporting date to reflect changes in credit risk
since initial recognition of the respective financial instrument.

Lifetime ECL represent the ECL that will result from all possible default events over the
expected life of the relevant instrument. In contrast, twelve-months ECL represent the portion
of lifetime ECL that is expected to result from default events that are possible within twelve
months after the reporting date. Assessment are done based on our Group’s historical credit
loss experience, adjusted for factors that are specific to the debtors, general economic
conditions and an assessment of both the current conditions at the reporting date as well as
the forecast of future conditions.

We always recognise lifetime ECL for trade receivables and contract assets. The ECL on
these assets are assessed individually for debtors with significant balances and collectively for
other debtors based on our Group’s internal credit rating, historical credit loss experience,
adjusted for factors that are specific to the debtors, general economic conditions and an
assessment of both the current as well as the forecast direction of conditions at the reporting
date, including time value of money where appropriate.

For all other financial instruments, we recognise lifetime ECL when there has been a
significant increase in credit risk since initial recognition. If, on the other hand, the credit risk
on the financial instrument has not increased significantly since initial recognition, we measure
the loss allowance for that financial instrument at an amount equal to twelve-months ECL. The
assessment of whether lifetime ECL should be recognised is based on significant increases in
the likelihood or risk of a default occurring since initial recognition instead of on evidence of
a financial asset being credit-impaired at the reporting date or an actual default occurring.

Significant increase in credit risk
In assessing whether the credit risk has increased significantly since initial recognition,
we compare the risk of a default occurring on the financial instrument as at the reporting date

with the risk of a default occurring on the financial instrument as at the date of initial
recognition. In making this assessment, we consider both quantitative and qualitative
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information that is reasonable and supportable, including historical experience and
forward-looking information that is available without undue cost or effort. Forward-looking
information considered includes the future prospects of the industries in which our Group’s
debtors operate, obtained from economic expert reports, financial analysts, governmental
bodies, relevant think-tanks and other similar organisations, as well as consideration of
various external sources of actual and forecast economic information that relate to our Group’s
core operations.

In particular, the following information is taken into account when assessing whether
credit risk has increased significantly since initial recognition:

° an actual or expected significant deterioration in the financial instrument’s external
(if available) or internal credit rating;

° significant deterioration in external market indicators of credit risk, e.g. a significant
increase in the credit spread, the credit default swap prices for the debtor;

o existing or forecast adverse changes in business, financial or economic conditions
that are expected to cause a significant decrease in the debtor’s ability to meet its
debt obligations;

° an actual or expected significant deterioration in the operating results of the debtor;

° significant increases in credit risk on other financial instruments of the same debtor;

o an actual or expected significant adverse change in the regulatory, economic, or
technological environment of the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, we presume that the credit risk has
increased significantly since initial recognition when contractual payments are more than 30
days past due, unless we have reasonable and supportable information that demonstrates
otherwise.

Despite the aforegoing, we assume that the credit risk on a debt instrument has not
increased significantly since initial recognition if the debt instrument is determined to have low
credit risk at the reporting date. A debt instrument is determined to have low credit risk if i) it
has a low risk of default, ii) the borrower has a strong capacity to meet its contractual cash flow
obligations in the near term and iii) adverse changes in economic and business conditions in
the longer term may, but will not necessarily, reduce the ability of the borrower to fulfil its
contractual cash flow obligations. We consider a debt instrument to have low credit risk when
it has an internal or external credit rating of ‘investment grade’ as per globally understood
definitions.
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We regularly monitor the effectiveness of the criteria used to identify whether there has
been a significant increase in credit risk and revises them as appropriate to ensure that the
criteria are capable of identifying significant increase in credit risk before the amount becomes
past due.

Definition of default

We consider the following as constituting an event of default for internal credit risk
management purposes as historical experience indicates that receivables that meet either of
the following criteria are generally not recoverable.

° when there is a breach of financial covenants by the counterparty; or

° information developed internally or obtained from external sources indicates that the

debtor is unlikely to pay its creditors, including our Group, in full (without taking into
account any collaterals held by our Group).

Irrespective of the above analysis, we consider that default has occurred when a financial
asset is more than 90 days past due unless we have reasonable and supportable information
to demonstrate that a more lagging default criterion is more appropriate.

Credit-impaired financial assets

Financial asset is credit-impaired when one or more events that have a detrimental impact
on the estimated future cash flows of that financial asset have occurred. Evidence that a
financial asset is credit-impaired includes observable data about the following events:

a) significant financial difficulty of the issuer or the borrower;

b) a breach of contract, such as a default or past due event;

c) the lender(s) of the borrower, for economic or contractual reasons relating to the

borrower’s financial difficulty, having granted to the borrower a concession(s) that

the lender(s) would not otherwise consider;

d) it is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or

e) the disappearance of an active market for that financial asset because of financial
difficulties.
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Write-off policy

We write off a financial asset when there is information indicating that the counterparty is
in severe financial difficulty and there is no realistic prospect of recovery, e.g. when the
counterparty has been placed under liquidation or has entered into bankruptcy proceedings.
Financial assets written off may still be subject to enforcement activities under our Group’s
recovery procedures, taking into account legal advice where appropriate. Any recoveries made
are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e.
the magnitude of the loss if there is a default) and the exposure at default. The assessment
of the probability of default and loss given default is based on historical data adjusted by
forward-looking information as described above. As for the exposure at default, for financial
assets, this is represented by the assets’ gross carrying amount at the reporting date.

Generally, the ECL is estimated as the difference between all contractual cash flows that
are due to our Group in accordance with the contract and all the cash flows that we expect to
receive, discounted at the original effective interest rate.

Where lifetime ECL is measured on a collective basis to cater for cases where evidence
of significant increases in credit risk at the individual instrument level may not yet be available,
the financial instruments are grouped on the following basis:

° nature of financial instruments;

° past-due status; and

° nature, size and industry of debtors

The grouping is regularly reviewed by management to ensure the constituents of each
group continue to share similar credit risk characteristics.

Interest income is calculated based on the gross carrying amount of the financial asset
unless the financial asset is credit impaired, in which case interest income is calculated based
on amortised costs of the financial asset.

Provisions
Provisions are recognised when we have a present obligation (legal or constructive) as
a result of a past event, it is probable that we will be required to settle that obligation, and a

reliable estimate can be made of the amount of the obligation. The amount recognised as a
provision is the best estimate of the consideration required to settle the present obligation at

— 268 —



FINANCIAL INFORMATION

the end of each reporting period, taking into account the risks and uncertainties surrounding
the obligation. When a provision is measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present value of those cash flows (where the
effect of the time value of money is material).

Critical judgements in applying accounting policies

The following are the critical judgements, apart from those involving estimations (see
below), that the directors of our Company have made in the process of applying our Group’s
accounting policies and that have the most significant effect on the amounts recognised in the
historical financial information.

Deferred taxation on investment properties

For the purposes of measuring deferred tax arising from investment properties that are
measured using the fair value model, our Directors have reviewed our investment property
portfolios and concluded that our investment properties are not held under a business model
whose objective is to consume substantially all of the economic benefits embodied in the
investment properties over time. Therefore, in determining our deferred taxation on investment
properties, our Directors have determined that the presumption that the carrying amounts of
investment properties measured using the fair value model are recovered entirely through sale
is not rebutted. We have not recognised any deferred tax on changes in fair value of
investment properties as we are not subject to any income taxes on the fair value changes of
the investment properties on disposal.

Key sources of estimation uncertainty

The followings are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that have significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next financial
year.

Revenue and profit recognition of construction contracts

We recognise contract revenue and profit of a construction contract according to the
management’s estimation of the total outcome of the project as well as the measurement of
progress of construction works. Estimated construction revenue is determined in accordance
with the terms set out in the relevant contract. Construction cost which mainly comprise
sub-contracting charges and costs of materials are estimated by the management on the basis
of quotations from time to time provided by the major contractors/suppliers/vendors involved
and the experience of the management. Notwithstanding that management reviews and
revises the estimates of both contract revenue and costs for the construction contract as the
contract progresses, the actual outcome of the contract in terms of its total revenue and costs
may be higher or lower than the estimates and this will have significant impact on the revenue
and profit recognised.
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Useful lives and impairment of property, plant and equipment

Our management determines the estimated useful lives and the depreciation method in
determining the related depreciation charges for its property, plant and equipment. The
estimate is based on the management’s experience of the actual useful lives of property, plant
and equipment of similar nature and functions. In addition, management assesses impairment
whenever events or changes in circumstances indicate that the carrying amount of an item of
property, plant and equipment may not be recoverable. Management will increase the
depreciation charge where useful lives are estimated to be shorter than previously estimated,
or will write off or write down obsolete assets that have been abandoned or impaired. Any
change in these estimates may have a material impact on the results of our Group.

As at 31 December 2016 and 2017 and 2018, the carrying amount of property, plant and
equipment of our Group, excluding leasehold properties in Hong Kong amounted to HK$48.7
million, HK$43.8 million and HK$44.3 million, respectively.

Estimated impairment of trade receivables and contract assets

Before the adoption of HKFRS 9, we made allowances for trade receivables and contract
assets based on the assessment of the recoverability of trade receivables and contract assets.

When there is objective evidence of impairment loss, we take into consideration the
estimation of future cash flows. The amount of the impairment loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash
flows (excluding future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e. the effective interest rate computed at initial
recognition, where appropriate). Where the actual future cash flows are less than expected, or
being revised downward due to changes in facts and circumstances, a material impairment
loss/further impairment loss may arise.

Since the adoption of HKFRS 9 on 1 January 2018, management estimates the amount
of loss allowance for expected credit losses on trade receivables and contract assets that are
measured at amortised cost based on the credit risk of trade receivables. The loss allowance
amount is measured as the asset’s carrying amount and the present value of estimated future
cash flows with the consideration of expected future credit loss of the trade receivables. The
assessment of the credit risk of trade receivables involve high degree of estimation and
uncertainty. When the actual future cash flows are less than expected or more than expected,
a material impairment loss or a material reversal of impairment loss may arise, accordingly. As
at 31 December 2016 and 2017 and 2018, the total carrying amount of trade receivables and
contract assets of our Group amounted to HK$1,682.8 million, HK$1,735.7 million and
HK$1,700.1 million, net of allowance for impairment of HK$26.5 million, HK$24.9 million and
HK$49.8 million, respectively.
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IMPACT OF ADOPTION OF NEW AND AMENDMENTS TO CERTAIN ACCOUNTING
POLICIES

For the purpose of preparing and presenting the historical financial information for the
Track Record Period, we have consistently applied Hong Kong Accounting Standards
("HKAS”), HKFRSs, amendments and related Interpretations (“HK(IFRIC) — Int”) (hereinafter
collectively referred to as the “HKFRSs”), which are effective for the annual periods beginning
on 1 January 2018 throughout the Track Record Period except that we adopted HKFRS 9
Financial Instruments on 1 January 2018 and applied HKAS 39 Financial Instruments:
Recognition and Measurement for the two years ended 31 December 2017. The HKICPA
issued new accounting standards including HKFRS 16 “Leases”, which will be effective for
annual periods beginning on or after 1 January 2019. See note 3 of the Accountants’ Report
in Appendix | to this prospectus for details of application of these accounting policies. The
impacts of the applications of these accounting policies are as follows:

Our Group has applied HKFRS 9 in accordance with the transition provisions set out in
HKFRS 9, i.e. applied the classification and measurement requirements (including impairment)
retrospectively to instruments that have not been derecognised as at 1 January 2018 (date of
initial application) and has not applied the requirements to instruments that have already been
derecognised as at 1 January 2018.

For further information regarding the classification and measurement of financial assets
and financial liabilities under HKFRS 9 and HKAS 39 at the date of initial application, 1 January
2018, please refer to Note 3 of the Accountants’ Report as set out in Appendix | to this
prospectus.

Our Group and our Company have not recognised additional impairment loss allowance
upon the initial recognition of HKFRS 9 on 1 January 2018 as the amounts involved are
insignificant.

The adoption of HKFRS 9 and HKFRS 15 for the preparation of the Accountants’ Report
has no significant impact on the financial position and performance of our Group when
compared to the requirements of HKAS 39 and HKAS 18/HKAS 11.

HKFRS 16 Leases

As at 31 December 2018, we have non-cancellable operating lease commitments of
approximately HK$31.6 million. A preliminary assessment indicates that these arrangements
will meet the definition of a lease. Upon application of HKFRS 16, we will recognise a
right-of-use asset and a corresponding liability in respect of all these leases unless they
qualify for low value or short-term leases.

In addition, we currently consider refundable rental deposits paid of HK$5.2 million and
refundable rental deposits received of HK$0.5 million as rights and obligations under leases
to which HKAS 17 applies. Based on the definition of lease payments under HKFRS 16, such
deposits are not payment relating to the right to use the underlying assets, accordingly, the
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carrying amounts of such deposits may be adjusted to amortised cost and such adjustment are
considered as additional lease payments. Adjustment to refundable rental deposits paid would
be included in the carrying amount of right-of-use assets. Adjustments to refundable rental
deposits received would be considered as advance lease payments.

Furthermore, the application of new requirements may result in changes in measurement,
presentation and disclosure as indicated in note 3 of the Accountants’ Report in Appendix | to
this prospectus.

RESULTS OF OPERATIONS
The following table summarises the consolidated statement of profit or loss from the

financial statements during the Track Record Period, details of which are set out in the
Accountants’ Report in Appendix | to this prospectus.

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %

Revenue ........ccooveviiiiiiniann, 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0
Cost of sales .......coccvvevenenn.. (3,862,159) (87.5) (4,041,917) (81.4) (5,077,652) (85.1)
Gross profit ....coocoviiiiiiiin. 549,553 12.5 923,360 18.6 888,394 14.9
Other income ..........coceenenn.. 16,772 0.4 9,739 0.2 10,213 0.2
Other gains and losses ......... (3,314) (0.1) 56,311 1.1 8,199 0.1
Impairment losses reversed/

(recognised) in respect of

trade receivables, net........ 3,500 0.1 40 —(Note) (27,485) (0.5)
Selling and distribution

EXPENSES..cuiviiiiieeaaenenn (2,874) (0.1) (2,756) (0.1) (3,525) (0.1)
Administrative expenses........ (361,834) (8.2) (488,775) (9.8) (499,883) (8.4)
Listing expenses .................. — — (1,619) —(Note) (28,303) (0.5)
Share of results of

associates........coceveieninnnn. (40,271) (0.9) 13,522 0.3 27,286 0.5
Share of results of joint

ventures ........ocoeeeeeeeeeeeen... (1,186)  —(Note) (523)  —Note) 607 —(Note)
Finance costs .............ccccuvnn. (1,606)  —(Note) (691)  —(Note) (689)  —Note)
Profit before tax.................... 158,740 3.6 508,608 10.2 374,814 6.3
Income tax expense.............. (37,908) (0.9) (75,031) (1.5) (59,532) (1.0)
Profit for the year................ 120,832 2.7 433,577 8.7 315,282 5.3

Note: Amount less than 0.05%
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DESCRIPTION AND MANAGEMENT DISCUSSION AND ANALYSIS OF SELECTED ITEMS
IN CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME

Revenue

During the Track Record Period, we recorded total revenue of HK$4,411.7 million,
HK$4,965.3 million and HK$5,966.0 million, in FY2016, FY2017 and FY2018, respectively. Our
revenue represents income from our provision of services and sale of goods in our ordinary
course of such businesses and is shown net of discounts and sales-related taxes. Our revenue
comprises (i) contracting works; (ii) maintenance works; and (iii) sale of goods, the breakdown
of which is as follows:

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$°000 %
Contracting works ................. 3,865,787 87.6 4,254,972 85.7 5,220,719 87.5
Maintenance works .............. 430,590 9.8 476,538 9.6 551,381 9.2
Sale of goods .....ccoevvvienennnn. 115,335 2.6 233,767 4.7 193,946 3.3

Total oo 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0

Our contracting works revenue represents revenue from our E & M engineering contract
works, whilst our maintenance works revenue represents revenue from operation, repair and
maintenance services. Our sale of goods represents revenue from manufacture and sales of
lifts and escalators, and sale of products in the other business segments.

During the Track Record Period, the revenue contributed by different nature of works
remained relatively stable, while the majority of our revenue is generated from contracting
works, which accounted for 87.6%, 85.7% and 87.5% in FY2016, FY2017 and FY2018,
respectively.

Due to the nature of our business, revenue from contracting works and maintenance
works is primarily driven by the number, size and types of projects involved, nature of services
provided and measurement of progress of the projects by output method which affects the
timing of recognition of our revenue. Thus, the fluctuation in our contracting revenue between
one financial year and the financial year immediately preceding it is largely dependent on the
combined effect of the different progress of the different mix of the new and ongoing projects
in the financial years.

— 273 —



FINANCIAL INFORMATION

By business segment

We generate revenue from our four business segments namely (i) building services, (ii)
environmental engineering, (iii) ICBT and (iv) lifts and escalators. The following table sets forth
the breakdowns of our revenue generated from different business segments for the periods
indicated:

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %
Building services................... 3,081,489 69.8 3,098,934 62.4 4,431,333 74.3
Environmental engineering.... 834,995 18.9 1,256,563 25.3 866,451 14.5
07 = I 354,074 8.0 429,159 8.6 530,851 8.9
Lifts and escalators............... 190,161 4.3 234,956 4.7 249,696 4.2
4,460,719 101.0 5,019,612 101.0 6,078,331 101.9

Less: inter-segment
sales™o™® ... (49,007) (1.0) (54,335) (1.0)  (112,285) (1.9)

4,411,712 100.0 4,965,277 100.0 5,966,046 100.0

Note: Inter-segment sales represent principally contracting works undertaken by our ICBT segment for our building
services segment.

Building services

Our revenue from building services segment is derived from the provision of services
such as the design, installation, testing and commissioning and maintenance of HVAC system,
fire service system, plumbing and drainage system and electrical and ELV system, combined
service E&M engineering contracts for wide range of buildings and the sale of related products
for building services.

In FY2016, FY2017 and FY2018, our revenue generated from this segment amounted to
HK$3,081.5 million, HK$3,098.9 million and HK$4,431.3 million, respectively, which accounted
for 69.8%, 62.4% and 74.3% of our total revenue for the respective year. The relatively higher
revenue of FY2018 compared to those of FY2016 and FY2017 was mainly due to increase in
value of work done and works certified from (i) a major infrastructure building services projects
in Hong Kong; (ii) revenue contributed from an infrastructure contracting work project in Hong
Kong undertaken in FY2018, in which we acted as a direct contractor; and (iii) a building
services project for a commercial building in Hong Kong, where we act as a subcontractor.

Environmental engineering
Our environmental engineering services mainly comprise total solutions for the design,
construction, operation and maintenance of environmental engineering systems and treatment

plants of sewage, water, solid waste, sludge and gas, which are mainly government projects
and also the trading of related products. In FY2016, FY2017 and FY2018, our revenue
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generated from this segment amounted to HK$835.0 million, HK$1,256.6 million and HK$866.5
million, respectively, which accounted for 18.9%, 25.3% and 14.5% of our total revenue for the
respective year. Our revenue from environmental engineering segment was relatively higher in
FY2017 mainly attributable to (i) a number of contracting works projects for sewage treatment
plants in the Mainland China with aggregate revenue recognised of approximately HK$183.2
million which mostly commenced their revenue recognition in FY2017; and (ii) increase in
revenue recognition of a number of water treatment works projects in Hong Kong by HK$235.4
million due to increase in value of work done and works certified in FY2017. Our revenue from
environmental engineering segment decreased to HK$866.5 million in FY2018, mainly due to
(i) decrease in revenue from an expansion of water treatment works project in Hong Kong; and
(ii) decrease in revenue from a contracting works project for sewage treatment plant in Hong
Kong. We acted as a direct contractor in both projects.

ICBT

Our revenue from ICBT services, which is derived mainly in Hong Kong comprise the
revenue from provision of design, software integration and development, supply, installation
and maintenance of infrastructure communications, building management control, security and
access systems, such as automatic passenger clearance system and also the trading of
related products. In FY2016, FY2017 and FY2018, our revenue generated from this segment
amounted to HK$354.1 million, HK$429.2 million and HK$530.9 million, respectively, which
accounted for 8.0%, 8.6% and 8.9% of our total revenue for the respective year.

Lifts and escalators

During the Track Record Period, our revenue from lifts and escalators represents revenue
from provision of the design, production, sale, installation and maintenance of a wide range of
lifts, escalators and walkways catering for different uses and requirements. In FY2016,
FY2017 and FY2018, our revenue generated from this segment amounted to HK$190.2 million,
HK$235.0 million and HK$249.7 million, respectively, which accounted for 4.3%, 4.7% and
4.2% of our total revenue for the respective year.

By role of our Group

During the Track Record Period, we are generally engaged by either (a) the property
owner or developer, referred to as the clients or employers of the project (in which case we act
as direct or main contractor) or (b) the main contractors (in which case we act as a
subcontractor). The following table sets out our total revenue by the engagement role of our
Group for the periods indicated:

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %
Direct contractor ................... 2,418,057 54.8 2,819,710 56.8 2,664,449 44.7
Subcontractor ....................... 1,993,655 45.2 2,145,567 43.2 3,301,597 55.3

4,411,712 100.0 4,965,277 100.0 5,966,046 100.0
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The composition of our revenue generated from projects where we acted as direct
contractor and subcontractor remained relatively stable in FY2016 and FY2017. Our revenue
from projects where we acted as subcontractor increased in FY2018 mainly due to increase in
value of work done and works certified in FY2018 from (i) major infrastructure building services
projects in Hong Kong; and (ii) a building services project for a commercial building in Hong
Kong, where we both act as a subcontractor.

By sector

The following table sets forth the breakdowns of our revenue by servicing sector for the
periods indicated:

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %
Government™ ... 762,359 17.3 1,004,621 20.2 876,790 14.7
Non-government® ................ 3,649,353 82.7 3,960,656 79.8 5,089,256 85.3
Total e 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0

Notes:

(1)  Government projects are projects in which we, or our joint operations, enter into contract directly or through joint
operation with department, unit or sub-unit of government as our customer.

(2)  Non-government projects are projects that are not classified as government projects.

In FY2016, FY2017 and FY2018, 82.7%, 79.8% and 85.3% of our total revenue was
generated from non-government projects, respectively. Government projects comprise mainly
projects in our environmental engineering segment for the design, construction, operation and
maintenance of environmental engineering systems and treatment plants of sewage, water,
solid waste, sludge and gas.

By geographical location

The following table sets forth the breakdowns of our revenue by geographical location for
the periods indicated:

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %
Hong Kong.......coeeeiiiiiiinnns 3,595,123 81.5 3,905,268 78.7 5,122,820 85.9
Mainland China..................... 442,424 10.0 740,533 14.9 349,367 5.9
Macau ........coceeiiiiiii 332,177 7.5 255,373 5.1 444,402 7.4
Others™o™®) i 41,988 1.0 64,103 1.3 49,457 0.8
Total ..o 4,411,712 100.0 4,965,277 100.0 5,966,046 100.0

Note: Others mainly represent sale to Singapore, Korea, the United Kingdom and other countries.
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During the Track Record Period, we generated substantial revenue from Hong Kong,
Mainland China and Macau. Revenue generated in Hong Kong accounted for 81.5%, 78.7%
and 85.9% of our revenue in FY2016, FY2017 and FY2018, respectively. Revenue generated
from Mainland China increased from FY2016 to FY2017, mainly due to more construction
works, mainly from environmental engineering segment carried out in Mainland China, while
the revenue generated from Macau decreased from FY2016 to FY2017 primarily attributable
to decrease in value of work done and works certified of certain casino and hotel projects as
some projects were finalised. Our revenue from Macau increased from FY2017 to FY2018
primarily attributable to certain casino and hotel projects in which we acted as a direct
contractor, with increase in value of work done and works certified in FY2018 compared to
FY2017, while the revenue generated from Mainland China decreased in FY2018 compare to
that of FY2017 mainly due to decrease in value of work done and works certified in FY2018
from integrated building services for a race horse training centre and related projects in
Conghua, Guangzhou, Mainland China in which we acted as a subcontractor.

Cost of sales and services
Our cost of sales and services mainly comprise of (i) costs of materials, equipment and
spare parts for our provision of services; (ii) subcontracting cost; (iii) direct staff cost and (iv)

others which are directly attributable to our revenue generating activities.

The following table sets forth a breakdown of our cost of sales by nature for the periods
indicated:

FY2016 FY2017 FY2018
HK$’000 % HK$°000 % HK$°000 %

Costs of materials,

equipment and spare

PArtS e 1,652,521 42.8 1,966,369 48.6 1,807,680 35.6
Subcontracting cost............... 1,485,210 38.5 1,252,214 31.0 2,088,546 411
Direct staff cost ................... 548,735 14.2 548,029 13.6 607,079 12.0
Others ..oooovieiiin, 175,693 4.5 275,305 6.8 574,347 11.3
Total v 3,862,159 100.0 4,041,917 100.0 5,077,652 100.0

Cost of materials, equipment and spare parts mainly represented (i) raw materials and
consumables used on the project sites procured by us for our construction works; (ii)
inventories sold such as lift, escalators and walkway for our lifts and escalators segment; and
(iii) spare parts used for our maintenance works. During the Track Record Period, our cost of
materials, equipment and spare parts is our major cost of sales, accounted for approximately
42.8%, 48.6% and 35.6% of our total cost of sales and services for each of the FY2016,
FY2017 and FY2018, respectively. The amount and timing of materials to be ordered usually
depend on the scope of work, the progress of works and specific requirements of each project,
and, accordingly, we do not maintain inventory level in a significant amount for our provision
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of services. We possess a level of inventory mainly for maintenance business of lifts and
escalators segment. Our cost of materials, equipment and spare parts was relatively higher in
FY2017, mainly attributable to cost incurred for a major infrastructure building services project
in Hong Kong.

Our subcontracting cost mainly represents the cost of services from third-party service
providers. Based on the labour-intensiveness of the works involved, specialist work
requirements and cost effectiveness, we may subcontract certain works of a contract to
selected subcontractors. See “Business — Subcontracting” for details. The subcontracting
cost incurred in a financial year is dependent on the subcontracting works required for different
projects, which may or may not fluctuate in a same magnitude as our fluctuation in revenue.
Our subcontracting cost accounted for 38.5%, 31.0% and 41.1% of our total cost of sales and
services for FY2016, FY2017 and FY2018, respectively. Our subcontracting cost was relatively
low in FY2017 mainly due to decrease in subcontracting cost incurred for a building services
project of contracting works for railway system extension which was substantially completed
in FY2016 and a building services project of contracting works of design and construction of
a data centre in Hong Kong for a major state-owned telecommunication group in Mainland
China which was completed in FY2016. Our subcontracting cost was relatively higher in
FY2018 mainly due to certain building services contracting projects which entailed a higher
composition of subcontracting work of the respective projects.

Direct staff cost represents our staff cost incurred which is directly attributable to our
engineering projects including contracting works, maintenance works and sale of goods
business. Our direct staff cost accounted for 14.2%, 13.6% and 12.0% of our total cost of sales
and services for FY2016, FY2017 and FY2018, respectively, which remained relatively stable.

Others mainly comprise cost adjustment which primarily arises from (i) certain
non-government projects of contracting works for railway system extension in Hong Kong; (ii)
the development of a shopping centre and hotel complex in Beijing; (iii) a contracting works
project for sewage treatment plant in Hong Kong; (iv) a major infrastructure building services
project in Hong Kong; and (v) an infrastructure contracting work project in Hong Kong which
was undertaken in FY2018, and other overheads such as site expenses, testing fee and
others. Cost adjustment arises, as a result of timing difference between actual cost billed and
cost attributable to the relevant part of revenue recognised. Our cost of sales and services
represent costs and expenses directly attributable to our revenue generating activities and are
recognised using output method; whereas our actual costs represent the actual amount billed
by our subcontractors, suppliers and direct labour for the execution of our project works and
may, therefore, vary from the direct costs recognised in the consolidated statements of profit
or loss.
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Gross profit and gross profit margin

Our gross profit and gross profit margin are dependent on various factors, amongst
others, the nature of the projects that were undertaken by us and the progress of such projects
during the respective financial year. The following table sets forth a breakdown of gross profit
and gross profit margin by business segment and nature of work for the periods indicated:

FY2016 FY2017 FY2018
Gross Gross Gross
Gross profit Gross profit Gross profit
profit margin profit margin profit margin
HK$’000 % HK$’000 % HK$’000 %
By business segment
Building services............. 282,540 9.2 600,836 19.4 558,462 12.6
Environmental
engineering ................. 113,992 13.7 119,690 9.5 95,476 11.0
ICBT oo, 84,150 23.8 113,637 26.5 139,862 26.3
Lifts and escalators......... 69,152 36.4 90,131 38.4 95,398 38.2
549,834 12.3 924,294 18.4 889,198 14.6
Less: inter-segment
sales™eot® ... (281) N/A (934) N/A (804) N/A
549,553 12.5 923,360 18.6 888,394 14.9
By nature of work
Contracting works ........... 378,910 9.8 693,009 16.3 633,530 12.1
Maintenance works ......... 129,389 30.0 158,626 33.3 179,822 32.6
Sale of goods .........c..ene. 41,254 35.8 71,725 30.7 75,042 38.7
Total oo, 549,553 12.5 923,360 18.6 888,394 14.9

Note: Inter-segment sales represent principally contracting works undertaken by our ICBT segment for our building
services segment.

During the Track Record Period, the majority of our gross profit was generated from
building services and contracting works.

Our gross profit amounted to HK$549.6 million, HK$923.4 million and HK$888.4 million in
FY2016, FY2017 and FY2018, respectively, while the gross profit margin was 12.5%, 18.6%
and 14.9% for the respective years.

Our gross profit and gross profit margin from building services segment were relatively
lower in FY2016 compared to FY2017 mainly due to gross loss recognised in relation to certain
non-government projects of contracting works for railway system extension in Hong Kong of
HK$147.1 million, which was mainly due to extension of projects construction period as a
result of factors such as unfavourable construction conditions including labour shortage and/or
inefficiencies of other parties engaged in the project. Our gross profit and gross profit margin
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for building services segment improved in FY2017 mainly due to combined effect of (i) a major
infrastructure building services project in Hong Kong; and (ii) a contracting project for
renovation works of a hotel in Macau with aggregate gross profit contribution of approximately
HK$193.8 million. Our gross profit for building services segment decreased to HK$558.5
million, with gross profit margin decreased to 12.6%, in FY2018, which is mainly due to higher
gross profit contribution of the two projects in FY2017 mentioned above.

Our gross profit margin of environmental engineering segment decreased from 13.7% in
FY2016 to 9.5% in FY2017 mainly due to cost overrun of certain of our government projects
in which we acted as direct contractor due to extension of projects construction period for
similar reasons as set out in the above paragraph. Our gross profit and gross profit margin
increased in FY2018 compared to that of FY2017 mainly due to the recognition of gross profit
from a contracting work project for a sewage treatment plant in Hong Kong, which was still in
early stage of construction in FY2017 that the gross profit could not be reasonably measured
then.

Our gross profit margin of ICBT segment remained relatively stable at 23.8%, 26.5% and
26.3% in FY2016, FY2017 and FY2018, respectively.

Our gross profit margin of lifts and escalators segment remained relatively stable at
36.4%, 38.4% and 38.2% in FY2016, FY2017 and FY2018, respectively.

Other income

Other income mainly represents interest income from an associate, government
subsidies, bank interest income, rental income arising from our investment properties, trade
and other payables written off and others. Other income amounted to HK$16.8 million, HK$9.7
million and HK$10.2 million for FY2016, FY2017 and FY2018, respectively. The following table
sets forth a breakdown of other income for the periods indicated:

FY2016 FY2017 FY2018

HK$’000 HK$’000 HK$’000

Rental INCOME ... e 2,107 2,123 2,174
Bank interest inCoOme ..o 2,167 2,645 3,880
Interest income from an associate ...........ccoovviiiiiiiiinan.. 3,244 1,105 —
Interest income from a joint venture .............ooeiiiiinn. 810 219 —

Investment income/dividend from financial assets at fair
value through profit or loss (“FVTPL”) ....cccoiiiiiininnn. 1,930 1,038 406
Government suUbSIdIES .....cvoeiiiiiiii e 2,207 933 2,475
Amounts received in respect of a litigation ..................... 155 — —
SUNAIY INCOME vt 4,152 1,676 1,278
16,772 9,739 10,213
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Bank interest income mainly represents interest income from our bank deposits and
pledged bank deposits to secure general short-term banking facilities granted to certain of our
subsidiaries. The deposits carry interest at market rates, per annum, ranging from 0% to 1.4%,
0% to 4% and 0% to 3.35% in FY2016, FY2017 and FY2018, respectively.

Interest income from an associate represents interest charged on an amount due from our
associate, at HIBOR plus 3% per annum. As stipulated in the loan agreement, the capped
interest income during the loan period is HK$4.8 million which had been fully recognised up
to FY2017.

Investment income from financial assets at FVTPL represents investment or dividend
income from unlisted investment funds and equity securities issued by listed companies in
Hong Kong.

Our government subsidies represent various government subsidies received by our
subsidiaries for (i) encouragement of employment in Hong Kong which is recurring and (ii) new
districts development in Shanghai which is one-off in nature. There were no unfulfilled
conditions or contingencies relating to these subsidies.

Amounts received in respect of a litigation were in relation to claims between our
subsidiary and a subcontractor. Such litigation was finalised in 2012 and the certain portion of
the damages awarded to us was received in FY2016. See note 45 of Accountants’ Report
contained in the Appendix | to this prospectus for details of the litigation.

Sundry income mainly represents trade and other payables written off, special receipts
from a joint venture and others. Trade and other payables written off represent payables
generally aged over 7 years and the related contractual obligation is considered expired.
Special receipts from a joint venture represent the excess portion of dividend income received
from a joint venture in Mainland China following our disposal of its equity interest from 52.5%
to 40% in the prior year.
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Other gains and losses

Other gains and losses mainly represent gain from change in fair value of investment
properties, (loss)/ gain from change in fair value of financial assets through FVTPL and
impairment loss recognised in respect of amount due from our associate and others. We
recognised other losses of HK$3.3 million, other gains of HK$56.3 million and other gains of
HK$8.2 million for FY2016, FY2017 and FY2018, respectively. The following table sets forth a
breakdown of other gains and losses for the periods indicated:

FY2016 FY2017 FY2018

HK$’000 HK$’000 HK$’000

Gain from change in fair value of investment properties .. 170 1,700 14,190
(Loss)/gain from change in fair value of financial assets

At FV T PL o (2,469) 6,335 2,233
Net exchange gains/(l0SSES)....c.oviuiiiiiiiiiiiiiiiiiiiiieeeee 353 13 (3,734)
Impairment loss recognised in respect of amount due

from an associate .......cccoiiiiii (6,822) (7,030) —
Gain/(loss) on dilution in interest in an associate ............ 6,170 55,076 (3,812)
(Loss)/gain on liquidation of subsidiaries ......................... (620) — 1,622
Cumulative loss reclassified to profit or loss on

dissolution of a joint venture ............coooiiiiii — — (1,564)
OthersNot) e (96) 217 (736)

(8,314) 56,311 8,199

Note: Others mainly represents loss on disposals/written off of property, plant and equipment in FY2016, FY2017
and FY2018, and gain on disposal of available-for-sale investment in FY2017.

(Loss)/gain from change in fair value of financial assets at FVTPL represents (loss)/gain
arising from the closing value of investment funds and equity securities which were unsold as
at each reporting dates.

Our net exchange (losses)/gains arises as most of our costs and expenses are
denominated in Hong Kong dollars and U.S. dollars, while some of our sales is denominated
in RMB and other foreign currencies.

Impairment loss recognised in respect of amount due from an associate represents
impairment made in relation to an associate, namely Oscar Bioenergy Joint Venture, as a
result of its losses incurred in FY2016 and FY2017.

Gain on dilution in interest in an associate resulted from the decrease of interest in
Nanjing Canatal from 40% to 36.04% in FY2016 and from 36.04% to 27.03% upon listing of
Nanjing Canatal on the Shanghai Stock Exchange in November 2017. In FY2018, our interest
in Nanjing Canatal decreased from 27.03% to 26.58%, and a loss on dilution of HK$3.8 million
was recognised for FY2018 upon the issue of restricted shares by Nanjing Canatal to its
eligible employees below the market price. See note 18 of Accountants’ Report set out in
Appendix | for details.
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Impairment loss reversed (recognised) in respect of trade receivables, net

We recorded net impairment loss reversed in respect of trade receivables of HK$3.5
million, HK$40,000 and impairment loss recognised in respect of trade receivables of HK$27.5
million in FY2016, FY2017 and FY2018, respectively.

We recorded net impairment loss reversed in respect of trade receivables in FY2016 and
FY2017 as a result of repayment received in such year for impaired amounts as at
31 December 2015 and 2016. Net impairment loss recognised in FY2018 in respect of trade
receivables in the amount of HK$27.5 million was recorded as a result of receivables from
certain customers which are considered as irrecoverable as the amounts remained unsettled
despite our request for settlements from these customers for months.

Selling and distribution expenses

Selling and distribution expenses primarily comprise transportation expenses for delivery
of our products, travelling expenses, packaging expenses and others.

Selling and distribution expenses amounted to HK$2.9 million, HK$2.8 million and HK$3.5
million for FY2016, FY2017 and FY2018, respectively. Selling and distribution expenses was
relatively higher in FY2018 mainly due to increase in expenses incurred for our lift and
escalators segment as a result of development of such business in Mainland China.

Administrative expenses

Administrative expenses primarily comprise staff costs, depreciation and amortisation,
rental expenses, other office expenses and others.

The following table sets forth a breakdown of our administrative expenses for the periods
indicated:

FY2016 FY2017 FY2018
HK$’000 % HK$’000 % HK$’000 %

Staff cost ..ot 256,923 71.0 366,748 75.0 374,418 74.9
Depreciation and

amortisation....................... 27,368 7.6 26,843 5.5 14,019 2.8
Professional fee.................... 9,912 2.7 26,813 5.5 16,697 3.4
Rental expenses ................... 12,659 3.5 14,423 3.0 29,706 5.9
Staff recruitment expenses.... 7,687 2.1 5,391 1.1 5,666 1.1
Others Mot®) ... 47,285 13.1 48,557 9.9 59,377 11.9
Total v 361,834 100.0 488,775 100.0 499,883 100.0

Note: Others mainly comprise maintenance expenses for motor vehicle, printing and stationery and other office
expenses.

Administrative expenses amounted to HK$361.8 million, HK$488.8 million and HK$499.9
million for FY2016, FY2017 and FY2018, respectively.

— 283 —



FINANCIAL INFORMATION

Staff cost included in administrative expenses mainly comprises of salaries and other
benefits and retirement benefit scheme contributions of our management, administrative and
supporting staff and director’s remuneration.

Increase in professional fee in FY2017 mainly represent consultancy fee paid to certain
PRC consultants engaged by our Group for (a) consultancy and advisory services in support
of our tendering and performance of a project for the supply of wastewater treatment facility
to a wastewater treatment plant in Baoding, Mainland China (“Baoding Wastewater
Treatment Plant Project”), including tendering consultancy services and technical advice on
the optimisation and testing and commissioning of the equipment procured by our clients from
us, (b) technical services in support of our performance of a project for the supply of anaerobic
bacteria to a wastewater treatment plant in Qingdao, Mainland China (“Qingdao Wastewater
Treatment Plant Project”), and (c) technical services in support of our performance of a
project for the procurement of wastewater treatment equipment by our clients from us to
upgrade a wastewater treatment plant in Jiading, Mainland China (“Jiading Wastewater
Treatment Plant Project”).

During the Track Record Period, our Group engaged 14 PRC consultants (“PRC Local
Consultants”) to provide us with consultancy, advisory and/or technical services mainly in
support of our tendering and/or performance of ten PRC environmental engineering projects
mainly including the procurement and supply, installation, testing and commissioning of
environmental engineering equipment or facilities for wastewater treatment plants in the PRC,
such as the Baoding Wastewater Treatment Plant Project, the Qingdao Wastewater Treatment
Plant Project and the Jiading Wastewater Treatment Plant Project. Such PRC Local
Consultants mainly include a subsidiary of a PRC-listed environmental engineering company
with market capitalisation of around RMB2.8 billion as at the Latest Practicable Date, a
national institute for engineering design and research, a European-based environmental
technology consultant with over 25 years of experience in the water, energy and environment
sector, and some relatively small-scale companies established in the PRC each with registered
share capital below RMB12 million. These PRC Local Consultants are principally engaged in
the trading of environmental engineering equipment and provision of related technical advisory
services. Our business relationships with these 14 PRC Local Consultants range from one to
three years. Our Directors believe that these PRC Local Consultants were experienced in the
environmental engineering equipment industry of Mainland China, and were capable of
providing our Group with the required professional technical advice, in particular as to the PRC
legal and regulatory requirements on wastewater treatment plant equipment, which is critical
to ensuring our Group’s compliance with the relevant PRC laws and regulations in the course
of our performance of the relevant equipment supply projects. Our Directors believe that it is
consistent with industry practice.

Pursuant to the terms of the consultancy agreements entered into between our Group and
the PRC Local Consultants during the Track Record Period, (a) the PRC Local Consultants
were prohibited from disclosing any confidential information in relation to these consultancy
agreements, such as technical knowhow, intellectual property and project information, to third
parties, (b) no agency, partnership or employment relationship shall exist between our Group
and the PRC Local Consultants, (c) our Group shall settle the fees within ten days from the
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date of the consultancy agreements, and the PRC Local Consultants were prohibited from
paying us any rebates or commission, and (d) each consultancy agreement was effective from
the date of its signing until the completion of the performance of the contract(s) between our
Group and our client in the relevant environmental engineering project. The consultancy
service fees paid by our Group to the PRC Local Consultants were determined based on arm’s
length negotiations between the parties, taking into account (i) the duration of the relevant
environmental engineering project and (ii) the complexity and extent of the advice and
technical services required for that project.

To the best of the knowledge of our Directors, other than the abovementioned consultancy
agreements, the PRC Local Consultants engaged by our Group during the Track Record
Period are Independent Third Parties and have no past or present relationship with our Group,
the directors, senior management and shareholders of our Group members and their
respective associates. Our Group has not entered into any other consultancy agreements of
similar nature as the abovementioned consultancy agreements for its other businesses during
the Track Record Period and up to the Latest Practicable Date.

For further details on the consultancy arrangements of our Group, please see “Business
— Subcontracting and Consultancy Arrangements — Consultancy Arrangements”.

Listing expenses

Listing expenses comprise professional fees and other expenses in relation to our Listing.
Our Listing expenses amounted to HK$1.6 million and HK$28.3 million, respectively, in
FY2017 and FY2018.

Share of results of associates and joint ventures

Our share of results of associates mainly represented our share of results derived from
our three associates in FY2016, FY2017 and FY2018, respectively.

In FY2016 and FY2017, our share of results was mainly attributable to (i) share of loss
from an associate of HK$52.9 million and HK$12.0 million, respectively, and (ii) approximately
HK$8.3 million and HK$3.5 million recognised as obligations in excess of its interest,
respectively, offset by share of gain from another associate of HK$26.3 million and HK$30.7
million, respectively.

As at 31 December 2016 and 2017, the amount due from an associate before our share
of post-acquisition losses, of approximately HK$52.9 million and HK$64.9 million, with interest
bearing at HIBOR plus 3% per annum is non-trade nature, unsecured and repayable on
demand. The directors of our Company consider the amounts due from that associate, being
Oscar Bioenergy Joint Venture (“OBJV”), are unlikely to be repaid in the foreseeable future
and forms part of the net investment in an associate as at 31 December 2016 and 2017.

Prior to the formation of the OBJV, our Group’s environmental engineering business was
principally focused on the design, construction, operation and maintenance of water and
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sewage treatment plants. With an aim to enhance our knowhow on the design, installation,
operation and maintenance of organic waste treatment plants and organic waste treatment
processes and expand the service portfolio and business reach of our environmental
engineering segment in this area, we, through ATAL Engineering, formed OBJV with two joint
venture partners, including a Hong Kong subsidiary of a global operator specialising in water
and organic waste management (“OBJV Partner A”) and a Spanish company engaged in the
design and development of environmental engineering systems and processes and waste
management products (“OBJV Partner B”), in July 2013 to jointly prepare and submit a tender
for a government contract for a project (“Siu Ho Wan Project”) to design, build and operate
phase one of Hong Kong’s first organic waste treatment plant at Siu Ho Wan (“Siu Ho Wan
Plant”), and to perform the contract if it was awarded to OBJV. The respective roles of the joint
venture partners in OBJV were divided as follows:

° OBJV Partner Ais the joint venture leader and shall be responsible for the day to day
management and coordination of the design, works and operation of the Siu Ho Wan
Project;

o ATAL Engineering is responsible for the supervision of the design and the works of
the Siu Ho Wan Project; and

° OBJV Partner B was nominated by OBJV Partner A as design consultant and
technology provider to (i) share its knowhow regarding, among others, the design,
installation, operation, maintenance and optimisation of the Siu Ho Wan Plant, and
to (ii) perform the functions, duties and design of, the environmental engineering
process of conversion by way of anaerobic digestion and composting of organic
waste into compost and biogas for the purpose of OBJV’s performance of the Siu Ho
Wan Project.

To the best of the knowledge of our Directors, OBJV Partner A and OBJV Partner B are
Independent Third Parties and had no past or present relationship with our Group, the
directors, senior management and shareholders of our Group members and their respective
associates, other than:

(a) the formation of the OBJV pursuant to the joint venture agreement entered into
between ATAL Engineering, OBJV Partner A and OBJV Partner B; and

(b) (in relation to OBJV Partner A only) the formation of other joint ventures with OBJV
Partner A or its affiliate during 2009 to 2017 to tender for and/or perform government
contracts (i) to design, build and operate the sewage treatment plant in Pillar Point,
Hong Kong, (ii) to upgrade the sludge dewatering and disposal facilities at the
Stonecutters Island, Hong Kong, and (iii) to design, build and operate phase one of
the sewage treatment works in San Wai, Hong Kong (collectively, the “Other
Projects with OBJV Partner A”).

The Siu Ho Wan Project was awarded to OBJV in November 2014. During the project
period, OBJV Partner B ceased to participate in OBJV and the Siu Ho Wan Project following
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its business restructuring exercise. As OBJV Partner B’s design and technical knowhow,
including that required for the design, installation, operation, maintenance and optimisation of
the Siu Ho Wan Plant, had been assigned to a UK technical services provider (“OBJV Process
Designer”) experienced in engineering services, technical facilities management and systems
integration and since OBJV Partner B had ceased to participate in OBJV, OBJV had engaged
OBJV Process Designer as its new design consultant and technology provider for the Siu Ho
Wan Project in place of OBJV Partner B. It was then discovered that the organic waste
treatment process for the Siu Ho Wan Plant previously proposed by OBJV Partner B was
under-designed and the design parameters of the Siu Ho Wan Plant were required to be
increased in order for it to carry out the adjusted organic waste treatment process, which had
resulted in a considerable increase in design, equipment procurement and construction costs
and a delay in the project period. The OBJV Process Designer subsequently disposed of their
design and technical knowhow to a third party and resigned from the Siu Ho Wan Project,
which had further impacted the design, equipment planning and procurement and construction
of the Siu Ho Wan Plant, and resulted in substantial extension of the project period and
significant increases in project overhead and equipment procurement costs.

The total awarded contract sum for the Siu Ho Wan Project was HK$2,381 million,
including HK$1,286 million for the design and build of the Siu Ho Wan Plant and HK$1,095
million for the operation and maintenance of the Siu Ho Wan Plant for 15 years. Due to the
aforementioned change in design and extended construction period of the Siu Ho Wan Plant,
OBJV had incurred additional cost of HK$442.6 million for the design and build of the Siu Ho
Wan Project, which is expected to result in an overall loss of HK$243.6 million as at 31
December 2018. As we are interested in the assets, distribution of funds, profits and risks of
the OBJV through the 40% interest held by ATAL Engineering, we have obligation to share its
losses and have shared post-acquisition losses that are in excess of the cost of investment
amounting to approximately HK$61.2 million, HK$76.7 million and HK$83.6 million as at 31
December 2016, 2017 and 2018, respectively. Taking into account of the impairment loss of
HK$6.8 million, HK$7.0 million and nil recognised for the amount due from OBJV for FY2016,
FY2017 and FY2018, respectively (details of which are disclosed under “Other gains and
losses” in this sub-section above), the total cumulative losses of OBJV shared by our Group
amounted to HK$68.0 million, HK$90.5 million and HK$97.4 million as at 31 December 2016,
2017 and 2018, respectively. Accordingly, we shared a total loss of HK$97.4 million for the
design and build of the Siu Ho Wan Project from the commencement of the Siu Ho Wan Project
up to 31 December 2018.

Given that (i) the design and build of the Siu Ho Wan Project was completed in December
2018, following which the Siu Ho Wan Project has entered into the operation and maintenance
period of 15 years, which involves the operation and maintenance of the Siu Ho Wan Plant by
OBJV and is expected to entail a lower level of operational risks, and (ii) foreseeable expenses
and risks in relation to the operations of OBJV had already been taken into account in
assessing the expected loss to be incurred by the time of the completion of the design and
build of the Siu Ho Wan Plant by our Group by virtue of our interest in OBJV, for which
provision had already been made in FY2017, our Directors are of the view that it is unlikely that
the financial performance of OBJV will fluctuate substantially for the remaining term of the Siu
Ho Wan Project (which is expected to be completed in 2033 upon expiry of the operation and
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maintenance period under the government contract for the Siu Ho Wan Project). Nevertheless,
since our Group’s investment in OBJV is project-based and OBJV had recorded significant
losses in respect of the design and build of the Siu Ho Wan Plant, our investment in OBJV is
unlikely to be recovered in full upon completion of the Siu Ho Wan Project even after taking
into account of the expected returns from the the operation and maintenance period of the Siu
Ho Wan Project. In light of the obligation of each of OBJV and its joint venture partners,
including ATAL Engineering, to complete the Siu Ho Wan Project under the government
contract, our Group intends to continue to work closely with other joint venture partners of
OBJV to monitor its work progress, minimise project delays and enhance cost control
measures to avoid future losses.

Having considered the satisfactory financial performance of our investments in the
aforementioned Other Projects with OBJV Partner A during 2009 to 2017, our Directors are of
the view that the performance of OBJV in the Siu Ho Wan Project and the losses incurred by
our Group by virtue of our interest in OBJV is an isolated event primarily resulting from the
changes in design consultant and technology provider for the project, which were unexpected
and beyond our Group’s and OBJV’s control.

Our share of results of associates and joint ventures for FY2016 and FY2017 also
included our share of (i) losses incurred by Hunan Prisma Electrical Company Limited*
(5 F 3 A W 35 R A PR /) (“Hunan Prisma”), one of our associates, and (ii) losses incurred
by Hunan Anlev Hiro Elevator Company Limited* (I ¥ 6 5t A BRA F]) (“Anlev Hiro”),
one of our joint ventures. We invested in Hunan Prisma and Anlev Hiro in 2013 with an aim of
expanding our business reach in Mainland China’s local elevator industry. Our Directors
considered that both Hunan Prisma and Anlev Hiro have not achieved the purposes for which
they were set up since their respective establishment, and their respective joint venture
partners have decided to commence the process of winding-up Anlev Hiro and Hunan Prisma
in February 2018 and March 2018, respectively. For details, please see “A. Further information
about our Group - 4. Winding-up of Two Joint Venture Companies” in Appendix IV. During
FY2018, Anlev Hiro was dissolved, no gain or loss was resulted from the dissolution. However,
cumulative loss of HK$1.6 million in the translation reserve was reclassified to profit or loss
upon the dissolution. Such loss was recorded in our other gains and losses in the consolidated
statements of profit or loss and other comprehensive income in FY2018.

The following table shows a breakdown of our share of results of our associates and joint
ventures for the periods indicated:

FY2016 FY2017 FY2018
HK$000 HK$°000 HK$’000
Share of profits (losses) of:
ASSOCIALES ..viiiiei i (40,271) 13,522 27,286
Joint Ventures ... (1,186) (523) 607
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See notes 18 and 19 to the Accountants’ Report in Appendix | for details of our associates
and joint ventures.

Our investment in associates may not guarantee a share of profits. If our associates and
joint ventures do not perform as expected or do not generate sufficient revenue in any financial
year, our return of investments in our associates and joint ventures, and our financial condition
or results of operations, could be materially and adversely affected. For details, please see
“Risk Factors - We are subject to liquidity risk in our investments in associates and joint
ventures and if our associates and joint ventures do not perform as we expect them to be or
do not generate sufficient revenue in any financial year, our financial condition or result of
operations could be materially and adversely affected”.

Finance costs

Other finance costs comprise interest expenses on bank borrowings and ancillary costs
in respect of banking facilities of HK$1.6 million, HK$0.7 million and HK$0.7 million for
FY2016, FY2017 and FY2018, respectively.

Income tax expense

Our Group is subject to income tax on an individual legal entity basis on profits arising in
or derived from the tax jurisdictions in which companies comprising our Group domicile or
operate.

(i) Bermuda/BVI profits tax
Our Group has not been subject to any taxation in Bermuda/BVI.
(ii) Hong Kong profits tax

Hong Kong profits tax has been provided at the rate of 16.5%, in the FY2016, FY2017 and
FY2018 on the estimated assessable profit for the Track Record Period.

On 21 March 2018, the Hong Kong Legislative Council passed The Inland Revenue
(Amendment) (No. 7) Bill 2017 (the “Bill”) which introduces the two-tiered profits tax rates
regime. The Bill was signed into law on 28 March 2018 and was gazette on the following day.

Under the two-tiered profits tax rates regime, the first HK$2 million of profits of qualifying
corporations will be taxed at 8.25%, and profits above HK$2 million will be taxed at 16.5%. The
two-tiered profits tax rates regime will be applicable to the qualifying corporation of our Group
for the annual reporting periods ending on or after 1 April 2018. The profits of corporations not
qualifying for the two-tiered profits tax rates regime will continue to be taxed at a flat rate of
16.5%.

(iii) Macau complementary tax

Under Macau Complementary Tax Law, companies are divided into Group A and Group B.
Group A companies are assessed based on the estimated assessable profit. Group B
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companies are assessed by the Macau Finance Bureau on a deemed profit basis. Macau
Complementary Tax is calculated at a rate of 12% on the estimated assessable profit above
MOP 600,000 during the Track Record Period.

(iv) PRC enterprise income tax

PRC enterprise income tax has been generally provided at the applicable enterprise
income tax rate of 25% on the estimated assessable profits of the companies in our Group
during the Track Record Period.

(v) PRC withholding income tax

Dividends declared by the PRC subsidiaries to parent companies incorporated outside
PRC are subject to withholding tax of 10% for FY2016 and FY2017. According to the
“Arrangement between the Mainland of China and the Hong Kong Special Administrative
Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect
to Taxes on Income” and Guoshuifa [2008] No. 112, where the Hong Kong resident company
directly owns at least 25% of the capital of the Mainland company, 5% dividend withholding tax
rate is applicable. 5% withholding tax rate was used for FY2018 when the 5% withholding tax
is first applicable to our Group. See note 10 of the Accountants’ Report set out in Appendix |
for details of withholding tax provision of our Group during the Track Record Period.

Our income tax expenses were HK$37.9 million, HK$75.0 million and HK$59.5 million for
FY2016, FY2017 and FY2018, respectively; our effective tax rate for the corresponding
periods was 23.9%, 14.8% and 15.9%, respectively. Since our Group is subject to Hong Kong
profit tax, Macau complementary tax and PRC enterprise income tax, our effective tax rate
fluctuated within 12% to 25% during the Track Record Period. Our effective tax rate was
relatively higher in FY2016 mainly as a result of increase in expenses not deductible for tax
purpose, such as impairment loss recognised in respect of amount due from an associate and
increase in share of losses of associates. Our effective tax rate decreased to 14.8% in FY2017
mainly due to increase in share of profits of associates and increase in income not taxable for
tax purposes such as gain on dilution of interest in an associate. Our effective tax rate
remained relatively stable at 15.9% in FY2018.

During the Track Record Period and up to the Latest Practicable Date, we had fulfilled all
our income tax obligations and have not had any unresolved income tax issues or disputes with
the relevant tax authorities.

Exchange differences on translation of foreign operations

Our exchange differences on translation of foreign operations recognised in other
comprehensive income arise from the translation of assets and liabilities of foreign operations
of our Group from their functional currencies of RMB to the presentation currency of our Group
of HK$ at the exchange rates prevailing at the end of each reporting period, and their income
and expenses at the average exchange rates for the years.
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REVIEW OF HISTORICAL RESULTS OF OPERATION

FY2018 compared to FY2017

Revenue

The following table sets forth a breakdown of our total revenue by business segment, role

of our Group, project sectors and geographical locations for the periods indicated:

By business segment
Building ServiCes .......cooviiiiiiiiii
Environmental engineering

By role of our Group
Direct contractor
Subcontractor

By sector
Government®
Non-government®

By geographical location
Hong Kong
Mainland China ........coooiiiiiiiiii e

Notes:

(1)

services segment.

FY2017 FY2018
HK$’000 % HK$’000 %
3,098,934 62.4 4,431,333 74.3
1,256,563 25.3 866,451 14.5
429,159 8.6 530,851 8.9
234,956 4.7 249,696 4.2
5,019,612  101.0 6,078,331  101.9
(54,335) (1.0) (112,285) (1.9)
4,965,277  100.0 5,966,046  100.0
2,819,710 56.8 2,664,449 44.7
2,145,567 43.2 3,301,597 55.3
4,965,277  100.0 5,966,046  100.0
1,004,621 20.2 876,790 14.7
3,960,656 79.8 5,089,256 85.3
4,965,277  100.0 5,966,046  100.0
3,905,268 78.7 5,122,820 85.9
740,533 14.9 349,367 5.9
255,373 5.1 444,402 7.4

64,103 1.3 49,457 0.8
4,965,277  100.0 5,966,046  100.0

operation with department, unit or sub-unit of government as our customer.
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Our revenue increased by HK$1,000.7 million or 20.2% from HK$4,965.3 million in
FY2017 to HK$5,966.0 million in FY2018 as a result of the combined effect of (i) increase in
revenue from building services segment of HK$1,332.4 million; (ii) decrease in revenue from
environmental engineering segment of HK$390.1 million; and (iii) relatively stable revenue
generated from ICBT segment and lifts and escalators segment.

We set out below the analysis in revenue by business segments:
Revenue from building services

Our revenue from building services increased by HK$1,332.4 million or 43.0% from
HK$3,098.9 million in FY2017 to HK$4,431.3 million in FY2018 mainly due to (i) increase in
revenue of HK$248.9 million as a result of increase in value of work done and works certified
in FY2018 from a building services project for a commercial building in Hong Kong, where we
act as a subcontractor; (ii) revenue of HK$273.4 million contributed by an infrastructure
contracting work project in Hong Kong undertaken in FY2018, in which we acted as a direct
contractor; and (iii) increase in revenue of HK$175.1 million as a result of increase in value of
work done and works certified in FY2018 from a major infrastructure building services project
in Hong Kong, where we act as a subcontractor.

Revenue from environmental engineering

Our revenue from environmental engineering decreased by HK$390.1 million from
HK$1,256.6 million in FY2017 to HK$866.5 million in FY2018, mainly due to (i) decrease in
revenue from an expansion of water treatment works project in Hong Kong; and (ii) decrease
in revenue from a contracting works project for sewage treatment plant in Hong Kong. We
acted as a direct contractor in both projects.

Revenue from ICBT

Our revenue from ICBT increased by HK$101.7 million from HK$429.2 million in FY2017
to HK$530.9 million in FY2018, mainly due to increase in revenue as a result of increase in
value of work done and works certified in FY2018 from a redevelopment project for a
commercial building in Hong Kong which we acted as a subcontractor.

Revenue from lifts and escalators

Our revenue from lifts and escalators remained relatively stable at HK$235.0 million in
FY2017 and HK$249.7 million in FY2018.
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We set out below the analysis on our revenue by geographical location:
Revenue from Hong Kong

Our revenue derived in Hong Kong increased by HK$1,217.5 million or 31.2% from
HK$3,905.3 million in FY2017 to HK$5,122.8 million in FY2018 mainly due to (i) increase in
revenue of HK$248.9 million as a result of increase in value of work done and works certified
in FY2018 from a building services project for a commercial building in Hong Kong, where we
act as a subcontractor; (ii) revenue of HK$273.4 million contributed by an infrastructure
contracting work project in Hong Kong undertaken in FY2018, in which we acted as a direct
contractor; and (iii) increase in revenue of HK$175.1 million as a result of increase in value of
work done and works certified in FY2018 from a major infrastructure building services project
in Hong Kong, where we act as a subcontractor.

Revenue from Mainland China

Our revenue derived in Mainland China decreased by HK$391.1 million or 52.8% from
HK$740.5 million in FY2017 to HK$349.4 million in FY2018, mainly due to (i) decrease in
revenue of HK$194.3 million as a result of decrease in value of work done and works certified
in FY2018 from integrated building services for a race horse training centre and related
projects in Conghua, Guangzhou, Mainland China in which we acted as a subcontractor; (ii)
decrease in revenue of HK$52 million as a result of decrease in value of work done and works
certified in FY2018 from wastewater treatment plant project in Changsha, in which we acted
as a subcontractor; and (iii) decrease in revenue of HK$45 million as a result of decrease in
value of work done and works certified in FY2018 from Baoding Wastewater Treatment Plant
Project in which we acted as a direct contractor.

Revenue from Macau

Our revenue derived in Macau increased by HK$189.0 million or 74.0% from HK$255.4
million in FY2017 to HK$444.4 million in FY2018. The increase was mainly due to certain
casino and hotel projects in which we acted as a direct contractor, with increase in value of
work done and works certified in FY2018 compared to FY2017.

Cost of sales and services

Cost of sales and services increased by HK$1,035.8 million or 25.6% from $4,041.9
million in FY2017 to HK$5,077.7 million in FY2018. Such increase was mainly due to the
increase in subcontracting cost of HK$836.3 million. Our subcontracting cost was relatively
higher in FY2018 mainly due to certain building services contracting projects which entailed a
higher composition of subcontracting work of the respective projects.

— 293 —



FINANCIAL INFORMATION

Gross profit and gross profit margin

As a result of the foregoing changes from FY2017 to FY2018, our gross profit decreased
by HK$35.0 million or 3.8% from HK$923.4 million in FY2017 to HK$888.4 million in FY2018.
Our gross profit margin decreased from 18.6% in FY2017 to 14.9% in FY2018 mainly due to
higher gross profit and gross profit margin of a contracting project for renovation works of a
hotel in Macau recognised in FY2017.

Other income

Other income remained relatively stable at HK$9.7 million and HK$10.2 million in FY2017
and FY2018, respectively.

Other gains and losses

Our other gains decreased from HK$56.3 million in FY2017 to HK$8.2 million in FY2018
mainly due to a gain from change in fair value of investment properties of HK$14.2 million,
partially offset by a loss on dilution in interest in Nanjing Canatal of HK$3.8 million, which is
non-recurring in nature, following its issue of restricted shares to its eligible employees below
market price. In contrast, there was a gain on dilution in interest in Nanjing Canatal of HK$55.1
million in FY2017.

Impairment loss reversed (recognised) in respect of trade receivables, net

We recorded net impairment loss reversed in respect of trade receivables of HK$40,000
in FY2017 and net impairment loss recognised in respect of trade receivables of HK$27.5
million in FY2018. Net impairment loss recognised in FY2018 in respect of trade receivables
in the amount of HK$27.5 million was recorded as a result of receivables from certain
customers which are considered as irrecoverable as the amounts remained unsettled despite
our request for settlements from these customers for months discussed previously. In contrast,
we had net impairment loss reversed in respect of trade receivables of HK$40,000 in FY2017
as a result of repayment received in such year for impaired amounts as at previous years.

Selling and distribution expenses

Selling and distribution expenses increased from HK$2.8 million in FY2017 to HK$3.5
million in FY2018 mainly due to increase in expenses incurred for our lift and escalators
segment as a result of development of such business in Mainland China.
Administrative expenses

Administrative expenses remained relatively stable at HK$488.8 million in FY2017 and

HK$499.9 million in FY2018.
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Share of results of associates

Our share of profits of associates increased from HK$13.5 million in FY2017 to HK$27.3
million in FY2018, which was mainly attributable to increase in share of profits from Nanjing
Canatal.

Share of results of joint ventures

Our share of results of joint ventures was share of loss of HK$0.5 million in FY2017 and
share of profits of HK$0.6 million in FY2018. Such change was due to decrease in losses of
our joint ventures in FY2018.
Finance costs

Finance costs remained relatively stable at HK$0.7 million in both FY2017 and FY2018.
Income tax expense

Income tax expense decreased by HK$15.5 million or 20.7% from HK$75.0 million in
FY2017 to HK$59.5 million in FY2018, mainly due to decrease in assessable income. The
effective tax rate remained relatively stable at 14.8% and 15.9% in FY2017 and FY2018,
respectively.
Profit for the year

As a result of the foregoing changes from FY2017 to FY2018, profit for the year
decreased by HK$118.3 million or 27.3% from HK$433.6 million in FY2017 to HK$315.3 million
in FY2018. Our net profit margin decreased from 8.7% in FY2017 to 5.3% in FY2018, mainly

due to decrease in our gross profit margin and the absence of non-recurring gain on dilution
in interest in Nanjing Canatal as mentioned above.
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FY2017 compared to FY2016

Revenue

The following table sets forth a breakdown of our total revenue by business segment, role
of our Group, project sectors and geographical locations for the periods indicated:

FY2016 FY2017
HK$°000 % HK$'000 %

By business segment
Building Services ........cocovviiiiiiiiiiiiiic 3,081,489 69.8 3,098,934 62.4
Environmental engineering...........cocooiiiiiiiiininn, 834,995 18.9 1,256,563 25.3
O BT i 354,074 8.0 429,159 8.6
Lifts and escalators ........cccoovviiiiiiiiiii 190,161 4.3 234,956 4.7

4,460,719 101.0 5,019,612 101.0
Less: inter-segment sales™ .............................. (49,007) (1.0)  (54,335) (1.0)

4,411,712 100.0 4,965,277 100.0

By role of our Group
Direct contractor.......ccooveviiiiiiii i 2,418,057 54.8 2,819,710 56.8
Subcontractor ... 1,993,655 45.2 2,145,567 43.2

4,411,712 100.0 4,965,277 100.0

By sector
Government® e 762,359 17.3 1,004,621 20.2
Non-government® ... 3,649,353 82.7 3,960,656 79.8

4,411,712 100.0 4,965,277 100.0

By geographical location

HONG KONQ ceiiiii e 3,595,123 81.5 3,905,268 78.7
Mainland ChiNa ........cceeeeee e 442,424 10.0 740,533 14.9
MACAU ...ttt 332,177 7.5 255,373 5.1
Others™ ..o 41,988 1.0 64,103 1.3

4,411,712 100.0 4,965,277 100.0

Notes:

(1) Inter-segment sales represent principally contracting works undertaken by our ICBT segment for our building
services segment.

(2) Government projects are projects in which we, or our joint operations, enter into contract directly or through joint
operation with department, unit or sub-unit of government as our customer.

(3) Non-government projects are projects that are not classified as government projects.

(4) Others mainly represent sales to Singapore, Korea, the United Kingdom and other countries.
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Our revenue increased by HK$553.6 million or 12.5% from HK$4,411.7 million in FY2016
to HK$4,965.3 million in FY2017 as a result of the combined effect of (i) relatively stable
revenue generated from building services; (ii) increase in revenue from environment
engineering segment of HK$421.6 million; (iii) increase in revenue from ICBT segment of
HK$75.1 million; and (iv) increase in revenue from lifts and escalators segment of HK$44.8
million.

We set out below the analysis in revenue by business segments:
Revenue from building services

Our revenue from building services remained relatively stable at HK$3,081.5 million in
FY2016 and HK$3,098.9 million in FY2017 mainly due to (i) increase in revenue of HK$199.4
million as a result of increase in value of work done and works certified in FY2017 from a major
infrastructure building services projects in Hong Kong, where we act as a subcontractor; and
(ii) increase in revenue of HK$187.8 million as a result of increase in value of work done and
works certified in FY2017 from an integrated building service installation for a race horse
training centre in Conghua, Guangzhou, Mainland China. The increase was partially offset by
decrease in revenue of HK$295.1 million attributable to contracting works of design and
construction of a data centre in Mainland China which was completed in FY2016.

Revenue from environmental engineering

Our revenue from environmental engineering increased by HK$421.6 million or 50.5%
from HK$835.0 million in FY2016 to HK$1,256.6 million in FY2017, mainly due to (i) increase
in revenue of HK$58.6 million from expansion of water treatment works in Tai Po; and (ii)
increase in revenue of HK$59.5 million from upgrading works for sludge dewatering in Stone
Cutters Island. We acted as a direct contractor in both projects.

Revenue from ICBT

Our revenue from ICBT increased by HK$75.1 million or 21.2% from HK$354.1 million in
FY2016 to HK$429.2 million in FY2017, mainly due to increase in revenue of HK$62.0 million
from a major infrastructure ICBT project in Hong Kong, in which we acted as a direct
contractor.

Revenue from lifts and escalators

Our revenue from lifts and escalators increased by HK$44.8 million or 23.6% from
HK$190.2 million in FY2016 to HK$235.0 million in FY2017, mainly due to increase in provision
of our maintenance works in this segment as a result of increase in demand from our
customers.

We set out below the analysis on our revenue by geographical location:
Revenue from Hong Kong

Our revenue derived in Hong Kong increased by HK$310.2 million or 8.6% from
HK$3,595.1 million in FY2016 to HK$3,905.3 million in FY2017 mainly due to (i) increase in
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revenue of HK$199.4 million and HK$62.0 million from building services and ICBT segments,
respectively, as a result of increase in value of work done and works certified from a major
infrastructure building services project in Hong Kong where we act as a subcontractor; (ii)
increase in revenue of HK$58.6 million from an environmental engineering project for
expansion of water treatment works in Tai Po, in which we acted as a direct contractor; and (iii)
increase in revenue of HK$59.5 million from an environmental engineering project for
upgrading works for sludge dewatering in Stonecutters Island.

Revenue from Mainland China

Our revenue derived in Mainland China increased by HK$298.1 million or 67.4% from
HK$442.4 million in FY2016 to HK$740.5 million in FY2017, mainly due to increase in revenue
of HK$187.8 million as a result of increase in value of work done and works certified in FY2017
from integrated building service installations for a race horse training centre in Conghua,
Guangzhou, Mainland China in which we acted as a subcontractor.

Revenue from Macau

Our revenue derived in Macau decreased by HK$76.8 million or 23.1% from HK$332.2
million in FY2016 to HK$255.4 million in FY2017. The decrease was mainly due to decrease
in revenue generated from projects in Macau, primarily attributable to certain casino and hotel
projects in which we acted as the direct contractor, which were completed in FY2016.

Cost of sales and services

Cost of sales and services increased by HK$179.7 million or 4.7% from $3,862.2 million
in FY2016 to HK$4,041.9 million in FY2017. Such increase was mainly due to (i) increase in
cost of materials, equipment and spare parts of HK$313.8 million, primarily as a result of
increase in cost incurred for a major infrastructure building services project in Hong Kong. The
increase was partially offset by (ii) decrease in subcontracting cost of HK$233.0 million, mainly
as a result of decrease in subcontracting cost incurred for the building services contracting
works for railway system extension and the building services contracting works of design and
construction of a data centre which was substantially completed in FY2016.

Gross profit and gross profit margin

As a result of the foregoing changes from FY2016 to FY2017, our gross profit increased
by HK$373.8 million or 68.0% from HK$549.6 million in FY2016 to HK$923.4 million in
FY2017. Our gross profit margin improved from 12.5% in FY2016 to 18.6% in FY2017 mainly
due to (i) improvement in gross profit contribution and margin of our building services and
ICBT segment mainly in relation to a major infrastructure project in Hong Kong; and (ii)
decrease in gross loss from certain loss-making projects undertaken in FY2016 as mentioned
above.

Other income
Other income decreased by HK$7.0 million or 41.9% from HK$16.8 million in FY2016 to

HK$9.7 million in FY2017 mainly due to (i) a decrease in government subsidies of HK$1.3
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million which was received in FY2017; (ii) a decrease in sundry income of HK$2.5 million
primarily attributable to a decrease in trade and other payables written off of HK$2.4 million;
and (iii) a decrease in interest income from an associate of HK$2.1 million.

Other gains and losses

We recorded other losses of HK$3.3 million in FY2016 and other gains of HK$56.3 million
in FY2017. Such change was mainly due to gain on dilution in interest in Nanjing Canatal of
HK$55.1 million in FY2017, which is non-recurring in nature, following its listing on the main
board of the Shanghai Stock Exchange.

Impairment loss reversed (recognised) in respect of trade receivables, net

Our net impairment loss reversed in respect of trade receivables decreased from HK$3.5
million in FY2016 to HK$40,000 in FY2017 primarily due to the decrease in repayment
received in such year for impaired amounts in previous years.

Selling and distribution expenses

Selling and distribution expenses remained relatively stable at HK$2.9 million and HK$2.8
million in FY2016 and FY2017, respectively.

Administrative expenses

Administrative expenses increased by HK$127.0 million or 35.1% from HK$361.8 million
in FY2016 to HK$488.8 million in FY2017. The increase was primarily due to (i) increase in
staff cost of HK$109.8 million mainly as a result of an increase in performance-based bonus;
and (ii) increase in professional fee of HK$16.9 million mainly in relation to consultancy fee
paid for procurement of trading goods for our certain environmental engineering projects in
Mainland China which commenced in FY2017.

Share of results of associates

Our share of profits of associates increased from a loss of HK$40.3 million in FY2016 to
a gain of HK$13.5 million in FY2017, which was mainly attributable to (i) increase in
contribution from Nanjing Canatal as a result of increase in its profit; and (ii) decrease in loss
shared from another associate.

Share of results of joint ventures

Our share of losses of joint ventures decreased from HK$1.2 million in FY2016 to HK$0.5
million in FY2017. Such decrease was due to decrease in losses of our joint ventures in
FY2017.

Finance costs

Finance costs decreased by HK$0.9 million or 56.3% from HK$1.6 million in FY2016 to
HK$0.7 million in FY2017, mainly due to a decrease in our average bank borrowings.
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Income tax expense

Income tax expense increased by HK$37.1 million or 97.9% from HK$37.9 million in
FY2016 to HK$75.0 million in FY2017, mainly due to increase in assessable income. The
effective tax rate decreased from 23.9% in FY2016 to 14.8% in FY2017 mainly due to decrease
in expenses not deductible for tax purposes in FY2017, such as (i) decrease in losses in share
of results of associates and (ii) increase in income not taxable for tax purposes such as gain
on dilution interest in an associate.

Profit for the year

As a result of the foregoing changes from FY2016 to FY2017, profit for the year increased
by HK$312.8 million or 258.8% from HK$120.8 million in FY2016 to HK$433.6 million in
FY2017, respectively. Our net profit margin increased from 2.7% in FY2016 t0 8.7% in FY2017,
mainly due to (i) increase in gross profit margin; and (ii) increase in other gains as mentioned
above.

SUMMARY OF ASSETS AND LIABILITIES

The following table sets out our consolidated financial position as at the dates indicated:

As at 31 December

2016 2017 2018

HK$’000 HK$’000 HK$’000
Non-current assets

Investment properties ......coooiiii i 58,410 60,110 74,300
Property, plant and equipment ... 496,512 516,671 44,326
Intangible assets ... 7,755 7,174 6,592
Deposits paid for acquisition of software.......................... 11,731 15,198 22,415
Interests in @ssSOCiatesS.....oooviiiiii e 152,692 234,684 241,279
Interests in joint ventures ... 13,573 14,040 —
Prepaid land use rights ... 3,043 3,177 2,930
Deferred tax assetS.....cooiviiiiiiiiiiii i 712 765 775

744,428 851,819 392,617

Current assets

Prepaid land use rights ..., 86 93 88
INVENTOTIES ot 48,903 74,747 62,390
Contract asSets ...viviiiiiiii 1,077,233 949,384 978,397
Trade receivables......c.coiiiiii 605,538 786,338 721,712
Other receivables, deposits and prepayments.................. 64,736 95,592 80,337
Amount due from an associate ..., — — —
Amounts due from partners of joint operations ................ 120 13,368 4,312
Available-for-sale investment ..........ccoiiiiiiiiiii — — —
Financial assets at fair value through profit or loss.......... 35,901 14,997 17,230
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Derivative financial instruments
Tax recoverable
Pledged bank deposits
Bank balances and cash

Current liabilities

Trade and retention payables
Other payables and accrued expenses
Dividend payable
Obligations in excess of interest in an associate
Amounts due to associates
Amounts due to joint ventures
Amounts due to partners of joint operations
Derivative financial instruments
Bank borrowings
Tax payable

Net current assets
Total assets less current liabilities
Capital and reserves

Share capital
RESEIVES e e

Total equity

Non-current liabilities
Bank borrowings
Deferred tax liabilities
Deferred income
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As at 31 December

2016 2017 2018
HK$’000 HK$’000 HK$’000
— 759 —
13,016 1,356 17,384
117,016 124,711 208,553
391,075 544,235 569,951
2,353,624 2,605,580 2,660,354
547,459 479,416 462,922
770,866 904,122 1,173,774
— — 100,000
8,298 11,851 —
13,738 14,442 12,533
20,142 21,591 —
26,364 4,939 26,526
2,191 14 602
44,350 40,440 —
37,091 59,149 54,667
1,470,499 1,535,964 1,831,024
883,125 1,069,616 829,330
1,627,553 1,921,435 1,221,947
94 94 94
1,558,016 1,852,030 1,206,513
1,558,110 1,852,124 1,206,607
19,234 10,776 —
46,700 55,296 12,371
3,509 3,239 2,969
69,443 69,311 15,340
1,627,553 1,921,435 1,221,947
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DESCRIPTION OF CERTAIN ITEMS OF CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION

Investment properties

Investment properties represented a number of office premises held by us for generating
rental income and/or capital appreciation. Our investment properties amounted to HK$58.4
million, HK$60.1 million and HK$74.3 million as at 31 December 2016, 2017 and 2018,
respectively. Investment properties are initially measured at cost, including any directly
attributable expenditure. Subsequent to the initial recognition, investment properties are
measured at their fair values. Gains or losses arising from changes in fair value of investment
properties are included in profit or loss for the period in which they arise.

Our investment properties increased from HK$58.4 million as at 31 December 2016 to
HK$60.1 million as at 31 December 2017 and further to HK$74.3 million as at 31 December
2018. The increase was mainly due to increase in fair value recognised in profit or loss of
HK$1.7 million and HK$14.2 million in FY2017 and FY2018, respectively.

Valuation methodology

The fair value of our investment properties has been arrived at on the basis of a valuation
carried out at the end of each reporting period by a property valuer. The valuation, which
conforms to International Valuation Standards, was arrived at direct comparison method by
reference to market evidence of transaction prices for similar properties in the same location
and conditions, and on the assumption that our current use of the investment properties is at
its highest and best use. See note 15 of Accountants’ Report set out in Appendix | for details.

Property, plant and equipment

During the Track Record Period, our property, plant and equipment mainly consisted of
leasehold properties in Hong Kong, buildings in Mainland China, leasehold improvements,
furniture and fixtures, machinery and equipment and motor vehicles. Our property, plant and
equipment amounted to HK$496.5 million, HK$516.7 million and HK$44.3 million as at 31
December 2016, 2017 and 2018, respectively, representing 16.0%, 14.9% and 1.5% of our
total assets as at the respective dates.

The property, plant and equipment increased from HK$496.5 million as at 31 December
2016 to HK$516.7 million as at 31 December 2017 mainly due to surplus on revaluation of our
leasehold properties of HK$39.8 million, which was partially offset by net depreciation charge
of HK$27.7 million. The balance then decreased to HK$44.3 million as at 31 December 2018
mainly due to the distribution in specie in the interest in Wise Eagle. See note 52 of the
Accountant’s Report set out in Appendix | for details.
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Intangible assets

As at 31 December 2016, 2017 and 2018, our intangible assets, being our patents,
amounted to HK$7.8 million, HK$7.2 million and HK$6.6 million at carrying values,
respectively. The patents are amortised on a straight-line basis over their estimated useful
lives, being 7 and 17 years. The estimated useful life and amortisation method are reviewed
at the end of each reporting period, with the effect of any changes in estimate being accounted
for on a prospective basis.

Interests in associates and joint ventures

Our interest in associate and joint ventures represent investment cost and respective
share of result. Our interests in associates amounted to HK$152.7 million, HK$234.7 million
and HK$241.3 million as at 31 December 2016, 2017 and 2018, respectively. The increase was
mainly due to the increase in share of profits from the associates.

On the other hand, our interests in joint ventures remained relatively stable at HK$13.6
million and HK$14.0 million as at 31 December 2016 and 2017, respectively. During FY2018,
Anlev Hiro was dissolved and we did not have any interest in joint venture as at 31 December
2018. For details of and impairment policies on our interests in associates and joint ventures,
see note 4 of the Accountants’ Report set out in Appendix I.

Inventories

Our inventories primarily consist of (i) raw materials, consumables and spare parts
including control panels, switches, valves, sensors, actuators, door lock and accessories,
circuit boards and raw materials for manufacture of lifts and escalators such as steps, panels,
steel plates; (ii) work in progress, which are mainly lifts and escalators and automated
pedestrian overpass; and (iii) finished goods, mainly for sewage treatment facilities. The
following table sets forth a breakdown of our inventories as at the dates indicated:

As at 31 December

2016 2017 2018

HK$°000 HK$°000 HK$°000

Raw materials, consumable stores and spare parts ........ 26,047 52,681 52,352
WOTIK iN PrOgreSS .ouiuieieieii it 7,859 6,878 7,102
Finished goods .......oiiiiiii i 14,997 15,188 2,936
B () = 48,903 74,747 62,390
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Our inventories increased from HK$48.9 million as at 31 December 2016 to HK$74.7
million as at 31 December 2017 as a result of increase in purchase of HK$21 million of trading
goods for our certain environmental engineering projects in Mainland China commenced in
FY2017. Our inventories decreased to HK$62.4 million as at 31 December 2018 mainly in
relation to sales of finished goods for our environmental engineering projects in Mainland
China before the year end.

We adopt stringent inventory control and endeavour to maintain low inventory levels
required for our operations through effective inventory management. We also periodically
review our inventory levels for slow moving inventory, obsolescence or declines in market
value. Allowance is made against when the net realisable value of inventories falls below the
cost or any of the inventories is identified as obsolete. We manage our inventory levels
principally based on the anticipated demand.

The table below sets forth a summary of average turnover days of inventories as at the
dates indicated:

FY2016 FY2017 FY2018

S(Note)

Average turnover days of inventories™™/ ... 4.5 5.6 4.9

Note: Average turnover days of inventories for FY2016, FY2017 and FY2018 is derived by dividing the arithmetic
mean of the opening and closing balances of inventories for the relevant period by cost of sales and services
and multiplying by 365 days for FY2016, FY2017 and FY2018.

Our average turnover days of inventories remained low at 4.5 days, 5.6 days and 4.9 days
in FY2016, FY2017 and FY2018, respectively.

As at 30 April 2019, HK$9.5 million or 15.2% of our inventories outstanding as at 31
December 2018 were utilised or sold.

Contract assets

Our revenue is recognised based on output method, i.e. based on surveys of contracting
work completed by our Group to date as certified by architects, surveyors or other
representatives appointed by the customer or estimated with reference to the progress
payment application submitted by our Group to the customer in relation to the work completed
by our Group relative to the remaining goods or services promised under the contract. There
is normally a timing difference between the completion of work examined and approved by our
customer, and thus billings.
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Our contract assets arise when we completed the contracting work under such
construction contracts but not yet certified by architects, surveyors or other representatives
appointed by customers. Any amount previously recognised as a contract asset is reclassified
to trade receivables at the point at which it is invoiced to the customer. The changes in contract
assets are due to i) adjustments arising from changes in the measure of progress of
contracting work, or ii) reclassification to trade receivables when we have unconditional right
to the consideration.

Our contract assets decreased from HK$1,077.2 million as at 31 December 2016 to
HK$949.4 million as at 31 December 2017 mainly attributable to an upgrading works project
for sludge dewatering in Stonecutters Island and certain non-government projects of
contracting works for railway system extension in Hong Kong. Our contract assets then
remained relatively stable at HK$978.4 million as at 31 December 2018.

As at 30 April 2019, HK$219.8 million or 36.5% and HK$153.8 million or 25.5% of our
contract assets, except for retention receivables, outstanding as at 31 December 2018 were
billed and settled respectively.

Retention receivables

Included in contract assets, there were retention receivables amounted to HK$325.9
million, HK$317.6 million and HK$375.5 million, respectively, as at 31 December 2016, 2017
and 2018. Retention receivables represent certain percentage of the total contract sum,
generally up to 5% of the total contract sum, held up by our customers to secure our due
performance of contracts. Generally, a portion of the retention money is released upon the
issue of certificate of practical completion of the project and the balance of the retention
money will be released upon the issue of certificate of completion of making good defects after
the expiry of the defect liability period. Nonetheless, the timing of release varied from project
to project in accordance to the agreed terms with each customer. Thus, the amount of retention
receivables as at the end of the reporting period depends on the settlement of final accounts
and defect liability period. As all the retention receivables are expected in the normal operating
cycle, they are classified as current assets.

Our retention receivables decreased slightly from HK$325.9 million as at 31 December
2016 to HK$317.6 million as at 31 December 2017 and increased to HK$375.5 million as at 31
December 2018. We do not have any retention receivables that were past due but not impaired
at the end of each reporting period.

As at 30 April 2019, HK$13.5 million or 3.6% of our retention receivables outstanding as
at 31 December 2018 were settled.
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Trade receivables

The following table sets forth the breakdown of our trade receivables as at the dates
indicated:

As at 31 December

2016 2017 2018

HK$’000 HK$’000 HK$’000
Trade reCeivablesS . ... 557,699 747,140 658,523
Unbilled reVeNUE ....c.oiviiiiie e 47,839 39,198 63,189

605,538 786,338 721,712

Trade receivables

Our trade receivables primarily consist of receivables from our customers for project
works and sale of goods. The following table sets forth our trade receivables as at the dates
indicated:

As at 31 December

2016 2017 2018

HK$’000 HK$’000 HK$’000

Trade receivables... ..o 584,212 772,015 708,362
Less: allowance for impairment ............cooiiiiiiiiiiinn, (26,513) (24,875) (49,839)
Trade Receivables- net ... 557,699 747,140 658,523

Our trade receivables increased from HK$557.7 million as at 31 December 2016 to
HK$747.1 million as at 31 December 2017, which was due to increase in billings of HK$161.1
million in December 2017 compared to that of December 2016. Our trade receivables
decreased to HK$658.5 million as at 31 December 2018 mainly attributable to the settlement
of a major infrastructure building services project in Hong Kong which we acted as a
subcontractor.

Our trading terms with our customers are mainly on credit. Before accepting any new
customers, we apply an internal credit assessment policy to assess the potential customer’s
credit quality and define credit limit of customer. The credit period is generally for a period
ranging from 14 to 90 days. We seek to maintain strict control over our outstanding receivables
and our finance department is primarily responsible for minimising the credit risk. Overdue
balances are reviewed regularly by senior management. We typically do not require any
collateral as security.

As at 31 December 2016, 2017 and 2018, balance of allowance for impairment amounted
to HK$26.5 million, HK$24.9 million and HK$49.8 million, respectively. The balance of
impairment of trade receivables increased to HK$49.8 million as at 31 December 2018 mainly
attributable to those receivables from certain customers which are considered as irrecoverable
as the amounts remained unsettled despite our request for settlements from these customers
for months.
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The following table sets forth the aging of trade receivables net of allowance for
impairment presented based on the invoice dates as at the dates indicated:

As at 31 December

2016 2017 2018

HK$°000 HK$°000 HK$°000
0-80 GAY S iuitiiiteiie e 352,508 569,459 350,885
B1-90 AaAY S uitiiitiiiit et e 167,955 111,751 232,827
971-360 dAYS cuuinitiiiiteiiie e e 32,681 64,433 72,674
L@ N = i = Y P 4,555 1,497 2,137
Total

............................................................................... 557,699 747,140 658,523

The following table sets forth the aging analysis of our trade receivables which are past
due but not impaired, as at the dates indicated:

As at 31 December

2016 2017 2018
HK$000 HK$000 HK$000
T80 AAY S ittt e 164,007 164,356 134,137
B1-90 AAY S uiiiiit it s 47,884 67,865 138,067
971-360 dAYS couuieieiiiiie e 27,625 50,420 50,405
OV 1 YA i 329 1,239 530
Total

............................................................................... 239,845 283,880 323,139

As at 31 December 2016, 2017 and 2018, trade receivables of HK$239.8 million,
HK$283.9 million and HK$323.1 million, respectively, were past due but not impaired, of which
68.4%, 57.9% and 41.5% were due 1-30 days. These related to customers for whom there is
no significant financial difficulty and based on our experience, and our Directors were of the
view that no impairment allowance was necessary in respect of these overdue balances as
there had not been significant change in credit quality of our customers and the balances were

considered fully recoverable due to long-term/on-going relationship and good repayment
records from these customers.
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Since the adoption of HKFRS 9 on 1 January 2018, we have applied the simplified
approach to provide for expected credit losses prescribed by HKFRS 9. For trade receivables
with significant amounts, they are assessed individually for impairment allowance and
collectively for remaining trade receivables based on our internal credit rating, historical credit
loss experience, adjusted for factors that are specific to the debtors, general economic
conditions and an assessment of both the current as well as the forecast direction of conditions
at the reporting date, including time value of money where appropriate.

As at 30 April 2019, HK$567.1 million or 86.1% of our trade receivables outstanding as
at 31 December 2018 were settled.

The table below sets forth a summary of average turnover days of trade receivables as
at the dates indicated:

FY2016 FY2017 FY2018

Average turnover days of trade receivables ™°'® .. ... 49.5 48.0 43.0

Note: Average turnover days of trade receivables for FY2016, FY2017 and FY2018 derived by dividing the arithmetic
mean of the opening and closing balances of trade receivables for the relevant period by revenue and
multiplying by 365 days for FY2016, FY2017 and FY2018.

Our average turnover days of trade receivables remained relatively stable at 49.5 days,
48.0 days and 43.0 days during the Track Record Period and are within the credit period
offered to our customers.

Unbilled revenue

Unbilled revenue represents the accrued revenue for works performed by us but yet to be
billed. We have unconditional right to the payment of the unbilled revenue which is expected
to be billed within 90 days and receive within 12 months from the end of respective reporting
period. The balance fluctuated from HK$47.8 million to HK$39.2 million and further to HK$63.2
million as at 31 December 2016, 2017 and 2018, respectively, as a result of different timing of
projects undertaken and timing of billing. As at 30 April 2019, HK$18.5 million or 29.3% of our
unbilled revenue outstanding as at 31 December 2018 were subsequently billed.
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Other receivables, deposits and prepayments

The following table sets forth the breakdown of our other receivables, deposits and
prepayments as at the dates indicated:

As at 31 December

2016 2017 2018

HK$’000 HK$’000 HK$’000

Dividend receivables from an associate .......................... — — 10,824
Other receivables ... 6,792 12,233 8,096
Deferred issue COSIS ...iiviririiiiii — 2,921 7,912
Deposits and prepayments .........ooeoviiiiiiiiiiien 57,944 80,438 53,505

64,736 95,592 80,337

Other receivables

Our other receivables mainly comprised miscellaneous costs charged to our
subcontractors. The balance were HK$6.8 million, HK$12.2 million and HK$8.1 million as at 31
December 2016, 2017 and 2018, respectively.

Deposits and prepayments

Our deposits and prepayments mainly comprised prepayments to suppliers, tendering
deposits and rental deposits. The balance increased from HK$57.9 million as at 31 December
2016 to HK$80.4 million as at 31 December 2017 that was mainly due to increase in
prepayments to suppliers incurred for our environmental engineering projects commenced in
FY2017 in Mainland China. Such prepayments to suppliers were subsequently utilised in
FY2018. Thus, our prepayments and deposits decreased to HK$53.5 million as at 31
December 2018.

Financial assets at fair value through profit or loss

During the Track Record Period, we had financial assets at fair value through profit or loss
amounted to HK$35.9 million, HK$15.0 million and HK$17.2 million as at 31 December 2016,
2017 and 2018, respectively, while the change in fair value during the respective years were
loss of HK$2.5 million and gain of HK$6.3 million and HK$2.2 million.

The following table set forth the breakdown of our financial assets at fair value through
profit or loss as at the dates indicated:

As at 31 December

2016 2017 2018

HK$’000 HK$°000 HK$°000
Equity securities listed in Hong Kong .........coooiiiiiieninnn. 35,901 14,997 17,230
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Our financial assets at fair value through profit or loss principally represents investments
in equity securities issued by listed companies in Hong Kong as at 31 December 2016, 2017
and 2018.

The fair value of unlisted investment funds and equity securities purchased by us were
established by reference to the prices quoted by respective administrators and available on
the Stock Exchange, respectively, and were recorded in accordance with applicable
accounting framework. Any changes in the fair value of derivative financial instruments will not
cause actual cash inflow or outflow for any unrealised gain or loss on derivative financial
instruments until settlement of such contracts. The gain or loss on fair value change of such
financial assets at fair value through profit or loss accounted for a relatively insignificant
portion to our total revenue during the Track Record Period.

Investment policy

We adopted a treasury and investment policy for financial assets that set out overall
principles as well as detailed approval processes of our investing activities. Such policy
includes, amongst other things, the following:

— speculative investments are prohibited;

— investments should be yield-earning in nature and diversified in order to mitigate its
risk;

— investments should be reviewed by our Board on a regular basis;

— investments should be undertaken only to the extent that adequate liquid capital is
maintained.

Amount due from an associate

As at 31 December 2016, 2017 and 2018, the gross amount due from an associate of
approximately HK$6.8 million, HK$13.9 million and HK$13.9 million, respectively, is trading in
nature, unsecured, non-interest bearing and repayable on demand.

During the year ended 31 December 2016 and 2017, impairment loss of approximately
HK$6.8 million and HK$7.0 million has been recognised for the amount due from an associate,
namely OBJV. No impairment loss was recognised in FY2018.

Amounts due from partners of joint operations/loan to a joint venture

Our amounts due from partners of joint operations amounted to HK$0.1 million, HK$13.4
million and HK$4.3 million as at 31 December 2016, 2017 and 2018, respectively. Our amounts
due from partners of joint operations decreased to HK$4.3 million as at 31 December 2018
mainly in relation to settlement from a joint operation involving environmental engineering
project.
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All our amounts due from joint ventures or partners of joint operations were non-trade,
unsecured, non-interest bearing and repayable on demand. For further details, please refer to
notes 26 and 27 of the Accountants’ Report in Appendix | to this prospectus.

Trade and retention payables

The following table sets forth the breakdown of our trade and retention payables as at the
dates indicated:

As at 31 December

2016 2017 2018

HK$°000 HK$°000 HK$000
Trade payables ... 407,443 320,589 298,400
Trade acCruals .....oooiiiii i 20,016 36,012 37,588
Retention payables ... 114,770 122,815 126,934
Bills payables ... 5,230 — —
Total

............................................................................... 547,459 479,416 462,922

Trade payables

Our trade payables are derived primarily from payables relating to subcontractors and

other suppliers. The following table sets forth the aging analysis of our trade payables as at
the dates indicated:

As at 31 December

2016 2017 2018
HK$°000 HK$°000 HK$°000
0-30 AAY S . uitieitit et 216,351 178,862 160,395
B1-90 daAY S et e 131,849 78,524 59,460
O91- 360 dAYS e 49,114 47,047 37,819
L@ 1 =T i I VY- Y PP 10,129 16,156 40,726

407,443 320,589 298,400
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Our trade payables decreased from HK$407.4 million as at 31 December 2016 to
HK$320.6 million as at 31 December 2017 as more trade payables balances were settled near
year end compared to FY2017. Our trade payables then remained relatively stable at
HK$298.4 million as at 31 December 2018.

The trade payables are non-interest-bearing and are normally settled on terms ranging
from 0 to 90 days. The following table sets out the average trade payables turnover days for
the Track Record Period:

FY2016 FY2017 FY2018

Average turnover days of trade payables™o™® ... 39.3 32.9 22.2

Note: Average turnover days of trade payables for each of FY2016, FY2017 and FY2018 is derived by dividing the
arithmetic mean of the opening and closing balances of trade payables for the relevant period by cost of sales
and services and multiplying the resulting value by 365 days for FY2016, FY2017 and FY2018.

Average trade payables turnover days were 39.3 days, 32.9 days and 22.2 days for
FY2016, FY2017 and FY2018, respectively, and were within the credit period offered by our
suppliers. Our turnover days for FY2018 was relatively lower mainly due to the increase in cost
of sales relative to trade payable balance, as explained in the paragraph headed “Cost of sales
and services” above.

As at 30 April 2019, HK$219.9 million or 73.7% of trade payables outstanding as at 31
December 2018 had been settled. Our Directors confirmed that during the Track Record Period
up to the Latest Practicable Date, there was no material default in payment of trade payables.

Trade accruals

Trade accruals represent the contract costs incurred for work done performed by our
subcontractors which progress payment application was approved but invoices or billings are
yet to be received by us as at the year end date. Our trade accruals fluctuated from HK$20.0
million as at 31 December 2016 to HK$36.0 million as at 31 December 2017 as a result of
difference in timing of projects undertaken and billings from our subcontractors. Our trade
accruals remained relatively stable at HK$37.6 million as at 31 December 2018.

Retention payables

Retention payables were progress payments we withheld from our subcontractors with
respect to their works performed. Our retention payables were HK$114.8 million, HK$122.8
million and HK$126.9 million as at 31 December 2016, 2017 and 2018, respectively.
Retentions payable is recognised immediately after we deduct a portion of progress payment
from the subcontractors from the progress payment rather than at the time when the certificate
of completion is issued. We generally withhold 5%-10% of each payment to our subcontractors
as retention money, up to 5% of the total contract sum of each project. Part of the retention
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payables will be released to our subcontractors after the issue of the practical completion
certificate and the remaining portion will be released at the end of the defect liability period.
As all the retention payables is expected in the normal operating cycle, they are classified as
current liabilities.

As at 30 April 2019, HK$23.1 million or 18.2% of our retention payables outstanding as
at 31 December 2018 were settled.

Other payables and accrued expenses

Our other payables and accrued expenses mainly represent receipt in advance, accrued
staff cost and accrued contract costs. The table below sets forth, as at the end of the reporting
periods indicated, the breakdown of our other payables and accruals:

As at 31 December

2016 2017 2018

HK$°000 HK$°000 HK$°000

Receipt in advanCe.........oooiiiiiiii 62,207 25,365 24,693
Accrued staff CoSt ... 100,277 166,365 155,657
Accrued contract COStS ..o 583,829 681,888 965,593
Accrued issue costs and listing expenses ............c.coeuenee. — — 7,382
OtN S e 24,553 30,504 20,449
TOtal o 770,866 904,122 1,173,774

Other payables and accrued expenses increased from HK$770.9 million as at 31
December 2016 to HK$904.1 million as at 31 December 2017, which was mainly attributable
to (i) increase in accrued staff cost of HK$66.1 million principally as a result of increase in
provision of performance-based bonus in FY2017; (ii) increase in cost accrued for
maintenance works and sales of goods of HK$7.5 million, which is generally in line with
increase in revenue; and (iii) increase in accrued contract costs of HK$98.0 million partially
offset by decrease in receipts in advances from customers of HK$36.8 million mainly in relation
to procurement of trading goods for certain of our environmental engineering projects in
Mainland China which was utilised in FY2017. Other payables and accrued expenses
increased to HK$1,173.8 million as at 31 December 2018 mainly due to increase in accrued
contract costs of HK$283.7 million as explained below.

Dividend payable

Dividend payable to shareholders of HK$100.0 million as at 31 December 2018 was
subsequently settled in April 2019.
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Accrued contract costs

Our accrued contract costs represent accruals for costs incurred for work done performed
by our subcontractors which progress payment application was not yet approved by us and yet
to be billed. Our accrued contract costs were HK$583.8 million, HK$681.9 million and
HK$965.6 million as at 31 December 2016, 2017 and 2018. The increase throughout the Track
Record Period was mainly due to (i) increase in value of work done performed in relation to a
sewage treatment plant project; (ii) an infrastructure contracting work project in Hong Kong
undertaken in FY2018, in which we acted as a direct contractor; and (iii) increase in value of
work done and works certified in relation to a casino and hotel project in which we acted as a
direct contractor.

As at 30 April 2019, HK$18.5 million of our accrued contract costs outstanding as at 31
December 2018 were subsequently settled.

Derivative financial instruments

We are exposed to foreign exchange risk primarily through purchases which give rise to
payables that are denominated in a foreign currency, that is, a currency other than the
functional currency of the operations to which the transactions relate. The currencies giving
rise to this risk include primarily European dollars (“EUR?”), British pounds (“GBP”), Singapore
dollars (“SGD”), Swiss franc (“CHF”) and RMB, attributable to transactions entered into by us
with suppliers, and we have entered into hedging arrangements to mitigate such risk.

During the Track Record Period, we have entered into foreign-currency forward contracts
in order to hedge our risk exposure related to our payment to our suppliers denominated in
foreign currencies. As at 31 December 2016, 2017 and 2018, our foreign-currency forward
contracts classified as current liabilities amounted to HK$2.2 million, HK$14,000 and HK$0.6
million, respectively, while the changes in fair value were minimal during the respective years.
We also had foreign-currency forward contracts classified as current assets as at 31
December 2017 amounted to HK$0.8 million.

The fair value of derivative financial instruments purchased by us were determined by the
discounted cash flow of the contracts and were recorded in accordance with applicable
accounting framework. Any changes in the fair value of derivative financial instruments will not
cause actual cash inflow or outflow for any unrealised gain or loss on derivative financial
instruments until settlement of such contracts. The gain or loss on fair value change of such
foreign-currency forward contracts accounted for a relatively insignificant portion to our total
revenue. As at the Latest Practicable Date, the nominal value of the unsettled derivative
financial instruments purchased by us amounted to HK$3.2 million.
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As at the Latest Practicable Date, we had an aggregate of 5 outstanding foreign-currency
forward contracts. The following table sets out the details of these forward contracts:

Total notional Expiry date/Last Valuation

Contract amount Contract date settlement date Forward rate gain/(loss)

HK$000

(unaudited)
Bank to sell EUR EUR 73,000 04 October 2018 04 July 2019 HK$9.219/EUR (23)
Bank to sell EUR EUR 46,000 26 October 2018 26 July 2019 HK$9.1535/EUR (12)
Bank to sell EUR EUR 27,000 15 January 2019 17 October 2019 HK$9.188/EUR (8)
Bank to sell GBP GBP 152,000 15 January 2019 17 October 2019 HK$10.205/GBP (46)
Bank to sell CHF CHF 48,000 27 December 2018 30 September 2019 HK$8.0855/CHF (8)

Having considered the level of our current exposure to foreign exchange risk, we have
adopted the following measures to mitigate such risk:

(i) all contracts are restricted to the case of covering the trade with related exchange
exposure incurred in the ordinary course of business primarily to hedge foreign
exchange risk of overseas suppliers;

(ii) concluded contract shall be utilised within the contract period. Any unused balance
will be set off by the bank at the maturity date;

(iii) where the forward rate differs significantly and unfavourably from the rate adopted
in the project/contract, confirmation shall be obtained from the relevant business unit
or corporate unit manager before the booking is arranged by finance team;

(iv) our finance department would closely monitor the movement of relevant exchange
rates to ensure that the net exposure is kept to an acceptable level;

(v) our senior finance personnel would regularly review the analysis prepared by our
accounting and finance department and assess whether there is any material and
adverse impact on our financial performance and whether we should enter into any
hedging or derivative financial instruments to manage such foreign exchange risk
exposures.

We consider that (i) we are generally able to control our risk exposure on foreign

exchange; and (ii) our exposure to foreign exchange risk is insignificant and it is not necessary
to adopt any hedging strategy.
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LIQUIDITY AND CAPITAL RESOURCES
Cash Flow

Our primary uses of cash are for the payment of costs and expenses in relation to our
ordinary course of business, operating and administrative expenses and other capital
expenditure such as purchase of plant and equipment and investment in other companies. Our
use of cash has been funded principally through cash generated from our operations. Upon
completion of the Global Offering, we currently expect that there will not be any material
change in the sources and uses of cash of our Group, except that we would have additional
funds from proceeds of the Global offering for implementing our future plans as set out under
“Future plans and use of proceeds”.

The following table summarises, for the periods indicated, our statements of cash flows:

FY2016 FY2017 FY2018

HK$’000 HK$’000 HK$’000
Operating cash flows before movements in

WOrKing capital ........ooooviiii 223,410 460,777 380,466
Net cash (used in)/generated from operating activities..... (10,458) 380,439 595,641
Net cash generated from/(used in) investing activities...... 32,175 (2,661)  (98,311)
Net cash generated from/(used in) financing activities ..... 84,011  (234,817) (459,434)
Net increase in cash and cash equivalents ...................... 105,728 142,961 37,896
Cash and cash equivalents at beginning of year ............. 294,864 391,075 544,235
Effect of foreign exchange rate changes.............ccoeeenn. (9,517) 10,199 (12,180)
Cash and cash equivalents at end of year ...................... 391,075 544,235 569,951

Operating activities

During our Track Record Period, our cash inflow from operating activities was principally
from the receipt of proceeds for our customers. Our cash outflow used in operating activities
was principally for project costs and other operating expenses.

For FY2018, we had net cash generated from operating activities of HK$595.6 million,
mainly as a result of the cash generated from operations before working capital change of
HK$380.5 million, taxes paid of HK$82.3 million and positive changes in working capital of
HK$297.5 million. The change in working capital primarily reflected (i) increase in other
payables and accrued expenses of HK$270.9 million mainly due to increase in accrued
contract costs of HK$283.7 million; and (ii) decrease in trade receivables of HK$34.2 million
mainly attributable to the settlement of a major infrastructure building services project in Hong
Kong which we acted as a subcontractor. The cash inflow was partially offset by increase in
contract assets of HK$34.4 million.
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For FY2017, we had net cash generated from operating activities of HK$380.4 million,
mainly as a result of the cash generated from operations before working capital change of
HK$460.8 million, taxes paid of HK$39.8 million and negative changes in working capital of
HK$40.6 million. The change in working capital primarily reflected (i) increase in trade
receivables of HK$177.6 million mainly due to increase in billings of HK$161.1 million in
December 2017 compared to that of December 2016; and (ii) decrease in trade and retention
payables of HK$73.5 million as more trade payable balances were settled near year end as at
31 December 2017 compared to that as at 31 December 2016. The cash outflow was partially
offset by (i) decrease in contract assets of HK$135.6 million mainly in relation to an upgrading
works project for sludge dewatering in Stonecutters Island and certain non-government
projects of contracting works for railway works for railway system extension in Hong Kong; and
(ii) increase in other payables and accrued expenses of HK$131.2 million mainly due to (a)
increase in accrued contract costs of HK$98.1 million; and (b) increase in provision for
performance-based bonus.

For FY2016, we had net cash used in operating activities of HK$10.5 million, mainly as
a result of the cash generated from operations before working capital change of HK$223.4
million, taxes paid of HK$35.9 million and negative changes in working capital of HK$198.0
million. The change in working capital primarily reflected (i) increase in contract assets of
HK$239.2 million mainly attributable to an upgrading works project for sludge dewatering in
Stonecutters Island and certain non-government projects of contracting works of railway
system extension in Hong Kong; and (ii) decrease in trade and retention payables of HK$35.7
million mainly due to (a) decrease in trade payables of HK$17.1 million as more trade payables
balances were settled near year end as at 31 December 2016 compared to that as at 31
December 2015; and (b) decrease in trade accruals of HK$34.2 million as a result of timing of
billings from our sub-contractors. The cash outflow was partially offset by (i) decrease in trade
receivables of HK$61.0 million mainly attributable to decrease in billings in December 2016
compared to that of December 2015; and (ii) increase in other payables and accrued expenses
of HK$32.1 million mainly due to increase in receipts in advances of HK$55.9 million mainly
in relation to procurement of trading goods for our certain environmental engineering projects
in Mainland China, partially offset by decrease in accrued staff cost of HK$33.2 million as a
result of lower provision of performance-based bonus in FY2016.

Investing activities

During the Track Record Period, our cash inflow from investing activities was principally
proceeds from redemption of financial assets at fair value through profit or loss, release of
pledged bank deposits and dividend received form joint venture or an associate. Our cash
outflow used in investing activities was principally for investments in structured deposits and
purchases of property, plant and equipment.
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For FY2018, we had net cash used in investing activities of HK$98.3 million primarily
attributable to placement of pledged bank deposit of HK$101.0 million which was partially
offset by release of pledged bank deposits of HK$16.0 million.

For FY2017, we had net cash used in investing activities of HK$2.7 million primarily
attributable to (i) placement of pledged deposits of HK$26.8 million; (ii) advances to partners
of joint operations of HK$13.2 million; and (iii) advances to associates of HK$12.0 million. The
cash outflow was partially offset by (i) redemption of financial assets at FVTPL of HK$27.2
million; and (ii) release of pledged bank deposits of HK$20.8 million.

For FY2016, we had net cash generated from investing activities of HK$32.2 million
primarily attributable to (i) redemption of financial assets at FVTPL of HK$33.1 million; (ii)
dividends received from a joint venture of HK$27.1 million; and (iii) repayments from joint
ventures of HK$14.7 million. The cash outflow was partially offset by (i) purchase of financial
assets at FVTPL of HK$40.1 million; and (ii) deposits paid for acquisition of software of
HK$11.7 million.

Financing activities

During the Track Record Period, our cash inflow from financing activities was principally
proceeds from bank borrowings and advances from associates and joint ventures. Our cash
outflow used in financing activities was principally for dividend payment, repayment of bank
borrowings and payment for finance costs.

For FY2018, we had net cash used in financing activities of HK$459.4 million primarily
attributable to Second Dividend Declaration of HK$400.0 million paid in July 2018 and
repayment of bank borrowings of HK$51.2 million.

For FY2017, we had net cash used in financing activities of HK$234.8 million primarily
attributable to dividend paid of HK$200.0 million and repayment of bank borrowings of
HK$44.4 million. The cash outflow was partially offset by the proceeds from bank borrowing
raised of HK$32.0 million.

For FY2016, we had net cash generated from financing activities of HK$84.0 million
primarily attributable to (i) the proceeds from bank borrowing raised of HK$36.0 million; and
(ii) advances from partners of joint operations, associates and joint ventures of HK$26.1
million, HK$13.7 million and HK$20.1 million, respectively. The cash inflow was partially offset
by the repayment of bank borrowings of HK$10.3 million.
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Net Current Assets

We recorded net current assets of HK$883.1 million, HK$1,069.6 million, HK$829.3
million, and HK$865.1 million as at 31 December 2016, 2017 and 2018 and 30 April 2019,
respectively. The table below sets out selected information for our current assets and current
liabilities as at the dates indicated:

As at
As at 31 December 30 April
2016 2017 2018 2019
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)

Current assets
Prepaid land use rights.........ccooooiiiiiiii 86 93 88 90
INVENTOIIES . i 48,903 74,747 62,390 72,814
Contract assets .....oooiiiiiiii 1,077,233 949,384 978,397 950,577
Trade receivables ... 605,538 786,338 721,712 512,997
Other receivables, deposits and prepayments............... 64,736 95,592 80,337 116,167
Amount due from an associate...............c...ounee. — — — —
Amounts due from partners of joint operations ............. 120 13,368 4,312 22,906
Available-for-sale investment ............cccooiiiiiiiiiinn, — — — —
Financial assets at fair value through profit or loss....... 35,901 14,997 17,230 19,278
Derivative financial instruments.............cc.coviiiiinns — 759 — —
Tax recoverable ... 13,016 1,356 17,384 16,299
Pledged bank deposits 117,016 124,711 208,553 209,290
Bank balances and cash ..........cccooiiiiiiiiiiiiiiiiens 391,075 544,235 569,951 717,066

2,353,624 2,605,580 2,660,354 2,637,484
Current liabilities
Trade and retention payables..........cc.ccoveiiiiiiiinin. 547,459 479,416 462,922 423,884
Other payables and accrued expenses........c..cccoceuvennee. 770,866 904,122 1,173,774 1,280,253
Dividend payable — — 100,000 —
Lease liabilities — — — 24,949
Obligations in excess of interest in an associate .......... 8,298 11,851 — —
Amounts due to associates ...........cooeiiiiiiiiiii 13,738 14,442 12,533 12,796
Amounts due to joint ventures..........coocooiiiii 20,142 21,591 — —
Amounts due to partners of joint operations ................. 26,364 4,939 26,526 2,324
Derivative financial instruments 2,191 14 602 90
Bank borrowings... 44,350 40,440 — —
Tax payable ..o 37,091 59,149 54,667 28,104

1,470,499 1,535,964 1,831,024 1,772,400
Net current assets ..o 883,125 1,069,616 829,330 865,084
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Our net current assets increased from HK$883.1 million as at 31 December 2016 to
HK$1,069.6 million as at 31 December 2017. The increase was primarily due to (i) increase in
trade receivables of HK$180.8 million as a result of increase in billings of HK$161.1 million in
December 2017 compared to that of December 2016; and (ii) increase in inventories of
HK$25.8 million. The increase was partially offset by increase in other payables and accrued
expenses of HK$133.3 million mainly due to increase in accrued contract costs and provision
for performance-based bonus for FY2017.

Our net current assets then decreased to HK$829.3 million as at 31 December 2018, as
compared with the corresponding amount of HK$1,069.6 million as at 31 December 2017
which was primarily due to increase in other payables and accrued expenses of HK$269.7
million mainly attributable to the increase in accrued contract costs of HK$283.7 million and
dividend payable to shareholders of HK$100.0 million, partially offset by the increase in
pledged bank deposits of HK$83.8 million and the decrease in current portion of bank
borrowings of HK$40.4 million as a result of the repayment.

Our net current assets remained relatively stable at HK$865.1 million as at 30 April 2019.
Working Capital Sufficiency

Our Directors confirm that, taking into consideration the financial resources presently
available to us, including our operating cashflow, available facilities, other internal resources,
and the estimated net proceeds from the Global Offering, we have sufficient working capital for
our present requirements and for at least the next 12 months commencing from the date of this
prospectus.

Save as disclosed in this prospectus, our Directors are not aware of any other factors that
would have a material impact on our liquidity. Details of the proceeds from Global Offering
necessary to meet our operations and to fund our future plans are set out in “Future Plans and
Use of Proceeds”.

TRANSACTIONS WITH RELATED PARTIES

With respect to the related party transactions set forth in the Accountants’ Report in
Appendix | to this prospectus, our Directors confirm that these transactions were conducted on
normal commercial terms or such terms that were no less favourable to our Group than those
available to Independent Third Parties and were fair and reasonable and in the interest of our
Company and our Shareholders as a whole.
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CAPITAL EXPENDITURES

Our capital expenditures have principally consisted of expenditures on acquisitions of
machines and equipment, furniture and fixtures and motor vehicles for our operations. For
FY2016, FY2017 and FY2018, we incurred capital expenditures of HK$6.0 million, HK$7.2
million and HK$15.3 million, respectively.

For the two years ending 31 December 2020, we estimate that the capital expenditures
will amount to HK$81.0 million primarily for expansion and development for our lifts and
escalators segment.

Our projected capital expenditures are subject to revision based upon any future changes
in our business plan, market conditions, and economic and regulatory environment. Please
refer to “Future plans and use of proceeds” for further information.

We expect to fund our contractual commitments and capital expenditures principally
through cash generated from our operating activities, other internal resources, proceeds from
borrowings and the net proceeds we receive from the Global Offering.

CONTRACTUAL AND CAPITAL COMMITMENTS
Operating lease commitments

As lessor

As at the end of the reporting periods during the Track Record Period, we had contracted
with tenants in respect of leased properties for the following future minimum lease payments
to be received from tenants:

As at 31 December

2016 2017 2018

HK$’000 HK$’000 HK$’000

Within one year.. ... 1,564 2,162 1,511
In the second to fifth year inclusive ...........c.cooiiiiin. 1,578 1,992 506
O Al e 3,142 4,154 2,017
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As lessee

As at the end of the reporting periods during the Track Record Period, our Group had
commitments for future minimum lease payments in respect of leasehold land and buildings
and warehouse, staff quarters and car parks under non-cancellable operating lease
arrangements, which fall due as follows:

As at 31 December

2016 2017 2018

HK$’000 HK$’000 HK$’000

Within ONE Year ..o 14,099 12,950 21,078
In the second to fifth year inclusive ..............oooeeiinenn. 7,778 4,253 10,474
B () = 21,877 17,203 31,552

Capital commitments

As at the end of the reporting periods during the Track Record Period, our Group had the
following commitments contracted but not provided for in the consolidated financial
statements.

As at 31 December

2016 2017 2018

HK$°000 HK$°000 HK$°000

Information technology infrastructure ................cooooeien, 767 767 —
Enterprise resources planning system............ccoveivieninnen. 16,962 13,752 10,028
Human Resources management system..............cccoeeennen. — — 8,209

17,729 14,519 18,237

INDEBTEDNESS

The following table sets out our total debts as at the dates indicated:

As at
As at 31 December 30 April
2016 2017 2018 2019
HK$’000 HK$°000 HK$’000 HK$’000
(unaudited)
Interests bearing:
Secured [0aNS. ..o 63,584 51,216 — —
Non-interest bearing:
Amounts due to an associate ........................ 13,738 14,442 12,533 12,796
Amounts due to joint ventures........................ 20,142 21,591 — —
Amounts due to partners of joint operations ... 26,364 4,939 26,526 2,324
Lease liabilities........cocooiiiiiiii — — — 58,794

60,244 40,972 39,059 73,914
123,828 92,188 39,059 73,914
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Bank borrowings

The following table sets forth the repayment schedule of our bank borrowings as at the
dates indicated:

As at 31 December As at
30 April
2016 2017 2018 2019
HK$'000
HK$°000 HK$°000 HK$°000 (unaudited)
Current portion
Within one year ........cccooiiiiiiiiiiii, 44,350 40,440 — —
Non-current portion
Within a period of more than one year but
not exceeding twWo years .........c.ccoceevienenns 8,471 8,601 — —
Within a period of more than two years but
not exceeding five years ...........cocoeiiinns 10,763 2,175 — —
19,234 10,776 — —
Total coviei 63,584 51,216 — —

The following table sets out the range of effective interest rates for our borrowings as at
the dates indicated:

As at
As at 31 December 30 April
2016 2017 2018 2019
% % % %
(unaudited)
Bank borrowings ...........cccooiiiiiiiiiii 0.9123 - 2.7589 1.1432 - 2.95 N/A N/A
As at the dates indicated, we had the following pledge of assets:
As at
As at 31 December 30 April
2016 2017 2018 2019
HK$°000 HK$000 HK$'000 HK$'000
(unaudited)
Leasehold properties.......cocooveiiiiiiiiiiiiiinnnns 447,800 472,900 — —
Investment properties........coccoeviiiiiiiiinnnns 58,410 60,110 74,300 74,300
Bank deposits ...cooviiiiiiiii 117,016 124,711 208,553 209,290
Financial assets at FVTPL........ccovviiviinnnnn.. 35,901 14,997 17,230 19,278
Total oo 659,127 672,718 300,083 302,868
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As at 31 December 2016, banking facilities of certain of our subsidiaries were secured by
personal guarantee provided by a Director. Such guarantee had been released in FY2017.
During the Track Record Period, a banking facility was secured by a pledge of the properties
held by Perfect Motive. Such pledge was replaced by a charge over deposits granted by ATAL
Engineering in May 2018.

As at 30 April 2019, being the latest practicable date for the purpose of this indebtedness
statement, we did not have any outstanding bank borrowings. As at 30 April 2019, we had
aggregate banking facilities of HK$1,765.8 million, of which HK$1,354.3 million was unutilised.

During the Track Record Period, we did not experience any delay or default in repayment
of bank borrowings nor experience any difficulty in obtaining banking facilities with terms that
are commercially acceptable to us. Save as aforesaid, as at the date of this prospectus, we did
not have any plan for material external debt financing. We confirm we do not have material
financial covenants nor any breach of such covenants during the Track Record Period.

Amounts due to associates/joint ventures/partners of joint operations

Our amounts due to associates were HK$13.7 million, HK$14.4 million and HK$12.5
million as at 31 December 2016, 2017 and 2018, respectively. Our amounts due to joint
ventures amounted to HK$20.1 million, HK$21.6 million and nil as at 31 December 2016, 2017
and 2018, respectively, while our amounts due to partners of joint operations amounted to
HK$26.4 million, HK$4.9 million and HK$26.5 million as at the same date, respectively.

All of our amounts due to associates, joint ventures and partners of joint operations were
non-trade, non-interest bearing and repayable on demand, unsecured and unguaranteed. For
details, please refer to notes 25, 26 and 27 of the Accountants’ Report in Appendix | to this
prospectus.

Lease liabilities

Our Group has adopted HKFRS 16 for accounting period beginning on or after January 1,
2019 as stated in note 3 of the Accountants’ Report in Appendix | to this Prospectus. As such,
leases have been recognized in the form of an asset (for the right of use) and a financial
liability (for the payment obligation) in our Group’s consolidated statements of financial
position for accounting period beginning on or after January 1, 2019. As at 30 April 2019, the
non-current and current portion of our lease liabilities amounted to HK$33.8 million and
HK$24.9 million, respectively. The lease liabilities represent payment for right of using
underlying assets, of which HK$30.8 million is secured with the rental deposits and
unguaranteed, and the remaining is unsecured and unguaranteed.
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Contingent liabilities

We did not have any contingent liabilities at the end of each reporting period. The table
below sets forth the contingent liabilities of our Company for the date indicated:

As at
As at 31 December 30 April
2016 2017 2018 2019
HK$°000 HK$°000 HK$°000 HK$000
Guarantees given to subsidiaries
Guarantees given to banks, in respect of
banking facilities granted to subsidiaries
- amount guaranteed............cociiiiiiiiennnnn. 1,521,413 1,737,665 1,673,198 1,677,261
- amount utilised ... 589,025 581,714 412,825 411,500

Performance bonds

As at 31 December 2016, 2017 and 2018 and 30 April 2019, we had outstanding
performance bonds of HK$500.8 million, HK$486.0 million, HK$368.8 million and HK$375.1
million, respectively, in relation to our normal course of business.

As at 30 April 2019, save as disclosed above, and apart from intra-group liabilities, we did
not have any loan capital issued which is outstanding or agreed to be issued, bank overdrafts,
loans or other similar indebtedness, liabilities under acceptances (other than normal trade
bills) or acceptable credits, debentures, mortgages, charges, finance leases or hire purchases
commitments, guarantees, material covenants, or other material contingent liabilities.

OFF-BALANCE SHEET ARRANGEMENT

As at the Latest Practicable Date, we had not entered into any off-balance sheet
transaction.

KEY FINANCIAL RATIOS

The following table sets forth our key financial ratios as at each of the dates indicated:

FY2016 FY2017 FY2018
Gross Profit Margin (%) ... 12.5 18.6 14.9
Net Profit Margin (%) @......cccooiiiiiiieieieii 2.7 8.7 5.3
Return on equity (%) @ ..o 8.0 25.4 20.6
Return on total assets (%) @ .....cccccvvvveveeeieeeeeeee. 4.0 13.2 9.7

As at 31 December

2016 2017 2018
Current ratio ® ... 1.6 1.7 1.5
Gearing ratio (%) @ ... 4.1 2.8 —
Net debt to equity ratio (%) ......ccoeevueeeeeeeeen. Net cash Net cash Net cash
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Notes:

(1)

(2)

Gross profit margin for FY2016, FY2017 and FY2018 was calculated on gross profit divided by revenue for the
respective year. See “Review of Historical Results of Operation” for more details on our gross profit margins.

Net profit margin for FY2016, FY2017 and FY2018 was calculated on profit for the year divided by revenue for
the respective year. See “Review of Historical Results of Operation” for more details on our net profit margins.

Return on equity for FY2016, FY2017 and FY2018 was calculated based on the net profit for the year for the
respective years divided by the average balance of total equity of the respective years and multiplied by 100%.

Return on total assets for FY2016, FY2017 and FY2018 was calculated based on the net profit for the respective
years divided by the average balance of total assets of the respective years and multiplied by 100%.

Current ratios as at 31 December 2016, 2017 and 2018 were calculated based on the total current assets as
at the respective dates divided by the total current liabilities as at the respective dates.

Gearing ratios as at 31 December 2016, 2017 and 2018 were calculated based on the total interest-bearing bank
borrowings as at the respective dates divided by total equity as at the respective dates and multiplied by 100%.

Net debt to equity ratios as at 31 December 2016, 2017 and 2018 was calculated based on net debts (being total
interest-bearing bank borrowings net of cash and cash equivalents) as at the respective dates divided by total
equity as at the respective years.

Return on equity

Our return on equity increased from 8.0% for FY2016 to 25.4% in FY2017 mainly due to

increase in our profit for the year of HK$312.7 million and a modest increase in total equity
despite profit accumulation from our increase in profit for the year as a result of the declaration
of dividend of HK$200.0 million. Our return on equity decreased to 20.6% in FY2018 mainly
due to a 27.3% decrease in profit of the year.

Return on total assets

Our return on total assets increased from 4.0% for FY2016 to 13.2% in FY2017 mainly

due to increase in our profit for the year of HK$312.7 million. Our return on total assets
decreased to 9.7% in FY2018 mainly due to the decrease in profit for the year by HK$118.3
million in FY2018 compared to that of FY2017.

Current ratio

Our current ratios were 1.6, 1.7 and 1.5 as at 31 December 2016, 2017 and 2018,

respectively, which remained relatively stable.

Gearing ratio

Our gearing ratios were 4.1% and 2.8% as at 31 December 2016 and 2017, respectively.

The relatively higher gearing ratio as at 31 December 2016 was mainly due to relatively higher
balance of bank borrowings as at 31 December 2016. We did not have any bank borrowings
as at 31 December 2018.
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Net debt to equity ratio
During the Track Record Period, our Group maintained net cash position.
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS

We are exposed to a variety of financial risk, such as market risk (including currency risk
and interest rate risk), credit risk and liquidity risk.

Details of the risk to which we are exposed are set out in note 40 to the Accountants’
Report, the text of which is set out in Appendix | to this prospectus.

DISCLOSURE REQUIRED UNDER THE LISTING RULES

Our Directors confirm that as at the Latest Practicable Date, there were no circumstances
that would give rise to the disclosure requirements under Rules 13.13 to 13.19 of the Hong
Kong Listing Rules.

LISTING EXPENSES

Total expenses in relation to the Listing (at the Offer Price of HK$1.20, and assuming that
the Over-allotment Option is not exercised) amounted to approximately HK$84.3 million.
During the Track Record Period, we incurred Listing expenses of HK$37.8 million for FY2017
and FY2018, of which HK$29.9 million was expensed in our consolidated statements of profit
or loss and HK$7.9 million was directly attributable to the issue of Shares and has been
capitalised as deferred issue costs. For the year ending 31 December 2019 we expect to incur
additional Listing expenses of HK$46.5 million, of which HK$7.0 million is expected to be
recognised as administration expenses and HK$39.5 million is expected to be recognised as
a deduction in equity.

DIVIDEND

During the Track Record Period, dividends declared and paid by our Company to its then
shareholders were nil, HK$200.0 million and HK$1,037.0 million for FY2016, FY2017 and
FY2018, respectively.

On 18 April 2018, our Company declared and paid a dividend by way of distribution in
specie (“Distribution in Specie”) of its shareholding in Wise Eagle. Following the payment of
such dividend, our Company ceased to hold any interest in Wise Eagle. Wise Eagle wholly
owns Perfect Motive, a property holding company which owns the premises 12/F and 13/F of
Island Place Tower, North Point, Hong Kong. Such properties were and will continue to be
leased to us. The rental expenses for leasing of these offices will be charged to our
consolidated statements of profit or loss and no longer be eliminated upon the completion of
of the distribution in specie. See “History, Reorganisation and Corporate Structure —
Reorganisation” and “Business — Property Interests — Properties in Hong Kong” for details.
On 24 April 2018, our Company further declared and approved an interim dividend of
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HK$281.7 million payable to the then existing Shareholders, which was settled through the
current accounts due from Wise Eagle and Perfect Motive to our Group of HK$281.7 million on
the same date. Our Company further declared dividends in the amount of HK$400.0 million and
HK$100 million on 20 July 2018 and 12 December 2018, respectively, which was fully settled
by cash in July 2018 and April 2019, respectively.

Any declaration and payment of dividends by our Company shall be made in accordance
with the constitutional documents of our Company and the relevant laws and regulations,
including the Bermuda Companies Act. The declaration of dividends is subject to the discretion
of our Board and, where required under the constitutional documents of our Company and the
Bermuda Companies Act, the approval of our Shareholders. Our Directors may recommend a
payment of dividends in the future after taking into account our operations and earnings,
capital requirements and surplus, general financial condition, contractual restrictions, capital
expenditure and future development requirements, shareholders’ interests and other factors
which they may deem relevant at such time. Any future declarations of dividends may or may
not reflect our historical declarations of dividends and will be at the absolute discretion of our
Directors.

Any dividends declared will be in Hong Kong dollars with respect to our Shares on a per
share basis, and our Company will pay such dividends in Hong Kong dollars.

Any distributable profits that are not distributed in any given year will be retained and
available for distribution in subsequent years. To the extent profits are distributed as
dividends, such portion of profits will not be available to be reinvested in our operations.

Our Directors currently intend to, subject to our constitutional documents, the applicable
laws and regulations and the approval by our Shareholders, if required, and taking into account
our financial conditions and the other factors set out above, distribute to our Shareholders no
less than 50% of our profits available for distribution.

DISTRIBUTABLE RESERVES

As at 31 December 2018, our Company had retained profits amounting to HK$19.8
million. The retained profits of our Company are available for distribution to our equity
Shareholders.

UNAUDITED PRO FORMA ADJUSTED NET TANGIBLE ASSETS

Please see “Unaudited Pro Forma Financial Information” in Appendix Il for our unaudited
pro forma adjusted consolidated net tangible assets.
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RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

Based on our unaudited management accounts, our gross profit margin from 1 January
2019 to 30 April 2019 remained stable as compared to that for the same period in FY2018.

From 1 January 2019 to the Latest Practicable Date, we had been awarded 25 new
contracts with individual contract sum over HK$10 million and an aggregate contract sum of
approximately HK$2,339.3 million. However, due to the nature of our industry and the contract
terms of our service agreements, the revenue under our contracts secured are recognised
based on various work progress milestones. Taking into account the continuation of the trade
war between the United States and Mainland China and delay in the commencement and
completion of some works for E&M engineering projects in Hong Kong, Macau and Mainland
China, we believe that the recognition of revenue and gross profit of our secured contracts may
not be timely reflected in our operating results in the first half of FY2019 or FY2019. In
addition, we expect to experience (i) an increase in staff costs for FY2019, in view of the
expected costs of additional headcount and our budgeted annual salary increment for FY2019;
and (ii) an increase in the depreciation and amortisation for FY2019, which is mainly
attributable to the depreciation charge arising from our new Enterprise Resource Planning
(ERP) system upon its go-live in February 2019. As such, despite the fact that we have
secured a healthy pipeline of E&M projects in FY2019 up to the Latest Practicable Date, we
hold a conservative view that our operating results for the first half of FY2019 and FY2019 may
be materially and adversely affected by the above factors. Please see the risk factor headed
“Our profit fluctuated during the Track Record Period and our operating results may fluctuate
significantly between different periods within a financial year or on a period-on-period basis,
due to various factors, some of which are beyond our control. Our historical financial and
operating results may not be indicative of future performance, and we may not be able to
achieve and sustain the historical level of revenue and profitability.” in the “Risk Factors”
section.

Our Directors confirm that there have not been any material adverse changes in our
financial or trading position or prospects subsequent to the Track Record Period and up to the
date of this prospectus. Save as described above, as far as we are aware, there was no
material change in the general market conditions that had affected or would affect our
business operations or financial conditions materially and adversely.
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REASONS FOR THE LISTING AND GLOBAL OFFERING

Our Directors are of the view that the Listing and the Global Offering will provide our
Group with the following advantages:

1. Strengthening our corporate profile, credibility and competitiveness

The status of being a listed company on the Stock Exchange in Hong Kong is an efficient
and complementary means of enhancing the brand awareness of our Group, which is expected
to raise our Group’s market exposure and enhance our reputation amongst our competitors, in
particular to the overseas potential customers, and in turn help implement our business
strategies. Our Directors are also of the view that, since a significant number of our
competitors are listed companies on recognised stock exchange(s), the listing status of our
Group could strengthen our corporate profile and enhance our competitiveness for tendering
projects in the future.

We also believe that a public listing status would assist us in reinforcing our image and
enhancing the confidence of our stakeholders in our Group, in particular well-established
property developers and main contractors, as well as newcomers to the geographical regions
and/or business segments in which we operate, who are usually more willing and inclined to
establish business relationship with listed companies.

2. Diversifying shareholder base and enhancing liquidity in trading of our Shares

Taking reference from other Hong Kong listed companies in similar industry, our Directors
noted that the transaction volume of their shares are of a reasonable level and that their choice
of financing are broader (for example, secondary financing and introduction of strategic
investors) and therefore, believe that the Listing will provide liquidity to and create a market
for the trading of our Shares, which will be freely traded on the Stock Exchange when
compared to the limited liquidity of shares that are privately held before the Listing. The highly
liqguid Hong Kong stock market allows us to expand and diversify our capital base and
shareholders base as institutional funds and retail investors in Hong Kong can participate in
the equity of our Company, through which the true value of our Group can also be reflected.
Where opportunity arises and in line with our relatively conservative liquidity management
approach, we may also consider to fund future acquisition(s) by way of issuance of Shares as
consideration in order to lower the cash requirement for future acquisition(s), which could be
better utilised for other purposes.
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3. Gaining access to additional financing sources for our capital requirements

We adopt a relatively conservative liquidity management approach and as at 30 Apiril
2019, our cash and bank balances were approximately HK$717.0 million and our unutilised
banking facilities were approximately HK$1,354.3 million. As an E&M engineering company,
our cash flow and liquidity position are affected by the status and progress of our projects and
fluctuate from time to time. Our Directors therefore consider that it is prudent for our Group to
maintain a relatively higher level of cash and banking facilities to ensure that we have
sufficient cash to support our business operations, including funding the project costs for our
projects and meeting our payment obligations to our suppliers and subcontractors. We
consider that while we maintain a healthy cash level to support our existing operations, the net
proceeds from the Global Offering are necessary for the implementation of our business
strategies and future plans. As disclosed in this section and in “Business — Our Business
Strategies — Summary of Estimated Investment Costs and Timeline for Implementation of Our
Business Strategies”, the total expected expenditure for the implementation of our business
strategies and future plans to support our growth is estimated to be approximately HK$424.4
million during the period from the Listing and up to 31 December 2021, which will be mainly
financed by the net proceeds from the Global Offering.

Our Directors therefore believe that our Group will be able to expand in a more expedient
manner with the net proceeds from the Global Offering, which in turn will enable us to enhance
our market competitiveness and increase market share in the E&M engineering markets in
Hong Kong, Mainland China and Macau.

4. Enhancing employees’ performance through equity-based incentive scheme

The Listing will enable our Company to offer equity-based and publicly tradable shares
under the Share Option Scheme to our employees as incentive. As the performance of the
Share price will generally relate to our performance, we believe through the incentive scheme,
our employees will be more motivated to improve our performance to create value for our
Shareholders.

In view of the above, although our Group had sufficient financial resources to meet the
working capital requirements during the Track Record Period, our Directors consider that it is
strategically and commercially justifiable to pursue the Listing and the Global Offering, and the
net proceeds from the Global Offering are required and necessary to finance the
implementation plan as well as the future growth and expansion of our Group.

FUTURE PLANS

See “Business — Our Business Strategies” for detailed description of our future plans.
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USE OF PROCEEDS

We estimate that the aggregate net proceeds to us from the Global Offering (after
deducting underwriting fees and estimated expenses payable by us in connection with the
Global Offering, at the Offer Price of HK$1.20) will be approximately HK$335.7 million,
assuming that Over-allotment Option is not exercised. We currently intend to apply such net
proceeds in the following manner:

(i)

approximately 20%, or HK$67.1 million, will be used for supporting the expansion
and development of our building services segment commencing after the Listing
including the payment of tender preparation cost and start-up costs for new projects
commencing after the Listing, such as the provision of performance bonds and
payment of material costs and subcontracting fees, including:

approximately 10% or HK$33.55 million for the further development and
expansion of our building services for data centres in Hong Kong, Mainland
China and Southeast Asia; and

approximately 10% or HK$33.55 million for the further development and
expansion of our building services for healthcare and infrastructure facilities in
Hong Kong.

Please see “Business — Our Business Strategies — Continue to expand our existing
E&M engineering services and consolidate our leading market position — Expansion
of our building services segment” for further information;

approximately 30%, or HK$100.7 million, will be used for enhancing our engineering
capabilities in environmental engineering segment, including:

approximately HK$59.3 million for acquisition of, investment in, cooperating or
forming joint ventures with companies which are engaged in environmental
engineering treatment and equipment to increase our competitiveness in the
market. In particular, we target companies which are:

i. environmental equipment suppliers in our supply chain for vertical
integration, including suppliers of equipment that improves the processes
of wastewater treatment plants, in terms of process effectiveness, energy
efficiency, and reduction of footprint by using less chemicals; and

ii. contractors with existing client base and sales network, with which we can
further expand our market presence and market share.

In selecting the above target companies for acquisition or investment by our

Group, we will primarily consider suppliers and contractors that (i) are engaged
in environmental engineering works, in particular those that have developed
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new or specialised environmental engineering treatment processes or
equipment with market potential, (ii) have proven track records, strong work
references and established customer networks our target markets, including
Hong Kong, Mainland China, Southeast Asia and Europe, (iii) are equipped with
personnel who have the relevant environmental engineering experience and
expertise, as well as the necessary licences and qualifications to carry out the
relevant environmental engineering works in our target markets, and (iv) are
expected to complement our environmental engineering business and allow us
to create synergy with them, for example by combining their stronger presence
in overseas markets with our environmental engineering capabilities, in order to
enhance our brand awareness and reputation in those overseas markets and
enable our Group to build up market experience and knowledge in respect of
those overseas markets. We consider that investing in, or co-operating with, an
established company in the environmental engineering field is an efficient
means to enhancing our environmental engineering capabilities, as
considerable time is often required for the relevant personnel to develop new
environmental engineering treatment technologies or acquire knowledge,
expertise and experience in respect of new environmental engineering
capabilities. We have not commenced the process of identifying such a target
company and have not entered into any agreement with any target company.

b. approximately HK$41.4 million will be used for additional investment in
development of advanced environmental process technologies. Currently we
are investing in several projects relating to our environmental engineering
business, such as black water treatment process for reducing the sedimentation
foot print, dissolved air flotation process for waste water treatment, anammox
process and nano aeration process for energy-saving through our internal
project engineering efforts or our cooperation with universities and other
institutions. These projects are expected to be ongoing until around mid-2020.
We believe that these environmental process technologies will enhance the
efficiency and reduce the power and land consumption of wastewater treatment
plants and sludge digestion plants, and plan to further invest and develop these
technologies to improve our engineering capabilities to support the expansion
of our environmental engineering business, particularly in Mainland China and
One-Belt-One-Road countries to capture new business opportunities under the
Outline of the 13th Five Year Plan for Economic and Social Development of
Mainland China and the One-Belt-One-Road initiative. We also plan to develop
the quadrogen technology, a process to upgrade biogas to biomethane, in the
next two years.

(iii) approximately 20%, or HK$67.1 million, will be used for enhancing the engineering
capability of our ICBT segment, including:

a. approximately HK$19.3 million for additional investment in the development of

building technologies, commencing in 2019, including the setting up of
dedicated research and development teams to develop: (i) a cloud-based
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intelligent building platform to support the development and ongoing operation
of our chiller plant control energy optimisation, automatic fault detection and
diagnostics (FDD), and energy analytics and visualisation; and (ii) Internet of
Things (loT) solutions, such as loT network and infrastructure, big data artificial
intelligence analytic and visualisation tools, and loT sensors to improve our
information communication technology (ICT) product and service offerings to
capture future growth opportunities. This will include the recruitment of 40-45
experienced staff members, and expenses on the research and development
processes. The recruitment of staff is expected to commence in 2019, and will
include relevant experts, qualified personnel in the relevant areas and other
operational staff, ranging from assistant engineers to senior engineer and
manager grade personnel, with expected average salaries of approximately
HK$50,000 per month per employee; and

b. approximately HK$47.8 million for acquisition of, or investment in, companies
which possess innovative technology to undertake projects in loT, Big Data,
security and Smart City.

We target to acquire or invest in companies that (i) are engaged in the design,
hardware and software development, engineering, installation and maintenance of
information and communication technologies solutions and intelligent and green
building technologies solutions, in particular those that have developed new or
specialised technologies or products with market potential, (ii) have proven track
records, work references and established customer networks in the relevant
information technology areas and/or the markets which we intend to expand into,
including Mainland China and Southeast Asia, (iii) are equipped with personnel who
have the relevant experience and expertise, and (iv) are expected to complement
our ICBT business and allow us to create synergy with them.

approximately 20%, or HK$67.1 million, will be used for expansion and development
of our lifts and escalators segment, including:

a. approximately HK$54.1 million for expanding our existing manufacturing
facilities and constructing a new production plant in Nanjing, which is expected
to complete in the second half of 2019 (expansion of existing facilities) and
2020 (new production plant with additional capacity) respectively, (i) mainly to
support our expected growth in sales of lifts and escalators overseas, in
Mainland China and in Hong Kong, as we expect that our existing production
facilities will be unable to cater for the expected growth in demand for our
products from these markets; and (ii) accommodate the development and future
manufacturing of PEDARCO, an automated pedestrian overpass system for
crossing of canals, railway lines and highways designed and developed by our
Group, which is intended to be used mainly for acquisition of land and
construction of production facility thereon, setting up and upgrading of
production lines for lifts and for escalators, and operating expenses in the next
two to three years; and
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b. approximately HK$13.0 million for setting up of export sales office(s) and sales
and service centres in Mainland China and conducting marketing campaign to
promote our brand and products in the relevant regions; and

(v) approximately 10%, or HK$33.7 million, will be used for our general working capital.

In relation to our strategy to acquire or invest in companies as set out above, as at the
Latest Practicable Date, we had not identified any target, commenced any due diligence
process, entered into any definitive agreement or engaged in any active discussion with any
potential target in relation to the same. The implementation of the relevant strategies is subject
to the assumption we will be able to identity available targets in the areas in which we are
interested, the price and acquisition/investment terms are commercially favourable, and the
agreement for acquisition/investment can be reached by us and the relevant third parties.

If the Over-allotment Option is exercised in full or in part, we intend to apply the additional
net proceeds from the exercise of the Over-allotment Option to the above purposes on a
pro-rata basis.

Should our Directors decide to re-allocate the intended use of proceeds to other business
plans and/or new projects of our Group to a material extent and/or there is to be any material
modification to the use of proceeds as described above, we will make appropriate
announcement(s) in due course.

To the extent that the net proceeds from the Global Offering are not immediately required
for the above purposes or if we are unable to effect any part of our future development plans
as intended, we may hold such funds in short-term deposits with licenced banks and
authorised financial institutions for so long as it is in our best interests.
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HONG KONG UNDERWRITERS
Elstone Securities Limited
BOCOM International Securities Limited
China Tonghai Securities Limited
GLAM Capital Limited
UNDERWRITING ARRANGEMENTS, COMMISSIONS AND EXPENSES
Hong Kong Public Offer
Hong Kong Underwriting Agreement

Pursuant to the Hong Kong Underwriting Agreement, our Company has agreed to initially
offer 35,000,000 new Shares for subscription by members of the public in Hong Kong on and
subject to the terms and conditions of this prospectus and the Application Forms.

Subject to, among other conditions, the granting of the approval for the listing of, and
permission to deal in, all the Shares in issue and any Shares to be issued as mentioned in this
prospectus by the Listing Committee and certain other conditions set out in the Hong Kong
Underwriting Agreement, each of the Hong Kong Underwriters have severally, but not jointly
nor jointly and severally, agreed to subscribe or procure subscribers for their respective
applicable proportions of the Hong Kong Offer Shares which are not taken up under the Hong
Kong Public Offer on the terms and conditions of this prospectus, the Application Forms and
the Hong Kong Underwriting Agreement. In addition, the Hong Kong Underwriting Agreement
is conditional on and subject to the International Underwriting Agreement having been
executed, becoming, and continuing to be, unconditional and not having been terminated.

Grounds for termination

The respective obligations of the Hong Kong Underwriters to subscribe, or procure
subscribers for, the Hong Kong Offer Shares under the Hong Kong Underwriting Agreement
are subject to termination. The Sole Global Coordinator (for itself and on behalf of the Hong
Kong Underwriters) shall have the sole and absolute right to terminate the Hong Kong
Underwriting Agreement by notice in writing to our Company with immediate effect if at any
time prior to 8:00 a.m. on the Listing Date:

(A) there develops, occurs, exists or comes into force:
(a) any local, national, regional or international event or circumstance in the nature
of force majeure (including, without limitation, any acts of government,

declaration of a national or international emergency or war, calamity, crisis,
epidemic, pandemic, outbreak of infectious disease, economic sanctions,
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strikes, lock-outs, fire, explosion, flooding, earthquake, volcanic eruption, civil
commotion, riots, public disorder, acts of war, outbreak or escalation of
hostilities (whether or not war is declared), acts of God or acts of terrorism) in
or affecting Bermuda, BVI, Hong Kong, Mainland China, Macau or any other
jurisdiction relevant to the Company or the Global Offering (collectively, the
“Relevant Jurisdictions”); or

any change, or any development involving a prospective change (whether or
not permanent), or any event or circumstance likely to result in any change or
development involving a prospective change, in any local, national, regional or
international financial, economic, political, military, industrial, fiscal, regulatory,
currency, credit or market conditions (including, without limitation, conditions in
the stock and bond markets, money and foreign exchange markets, investment
markets, the interbank markets and credit markets) in or affecting any of the
Relevant Jurisdictions; or

any moratorium, suspension or restriction (including, without limitation, any
imposition of or requirement for any minimum or maximum price limit or price
range) in or on trading in securities generally on the Stock Exchange, the New
York Stock Exchange, the NASDAQ Global Market, the London Stock
Exchange, the Tokyo Stock Exchange, the Shanghai Stock Exchange or the
Shenzhen Stock Exchange; or any general moratorium on commercial banking
activities in Hong Kong (imposed by the Financial Secretary or the Hong Kong
Monetary Authority or other competent Authority), New York (imposed at
Federal or New York State level or other competent Governmental Authority),
London, Mainland China, the European Union or any member thereof, Japan or
any Relevant Jurisdiction, or any disruption in commercial banking or foreign
exchange trading or securities settlement or clearance services, procedures or
matters in any of those places or jurisdictions; or

any new law, or any change or any development involving a prospective change
or any event or circumstance likely to result in a change or a development
involving a prospective change in (or in the interpretation or application by any
court or other competent governmental authority of) existing laws, in each case,
in or affecting any of the Relevant Jurisdictions; or

the imposition of economic sanctions, or the withdrawal of trading privileges, in
whatever form, directly or indirectly, in or affecting any of the Relevant
Jurisdictions which have not been announced as at the date of the Hong Kong
Underwriting Agreement; or

a change or development likely to result in a prospective change in or affecting
taxation or exchange control, currency exchange rates or foreign investment
regulations (including, without limitation, a material devaluation of the Hong
Kong dollar or the Renminbi against any foreign currencies), or the
implementation of any exchange control, in any of the Relevant Jurisdictions; or
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any materialization of, or development likely to result in a materialization of, any
of the risks set out in the section headed “Risk Factors” to this prospectus; or

any litigation or claim of any third party being threatened or instigated against
any member of our Group; or

a Director being charged with an indictable offence or prohibited by operation
of law or otherwise disqualified from taking part in the management of a
company; or

the chairman, chief executive officer or chief financial officer of our Company
vacating his or her office; or

a governmental authority or a political body or organization in any Relevant
Jurisdiction commencing any investigation or other action, or announcing an
intention to investigate or take other action, against any Director; or

a contravention by any member of our Group of the Listing Rules or applicable
Laws; or

a prohibition on our Company for whatever reason from allotting or selling the
Shares (including the Shares to be issued pursuant to the exercise of the
Over-Allotment Option) pursuant to the terms of the Global Offering; or

non-compliance of this prospectus or Application Forms or any aspect of the
Global Offering with the Listing Rules or any other applicable Laws; or

except with the consent of the Sole Global Coordinator (which consent shall not
be unreasonably withheld or delayed) the issue or requirement to issue by our
Company of any supplement or amendment to this prospectus (or to any other
documents used in connection with the contemplated offer of the Shares)
pursuant to the Companies Ordinance, the Companies (Winding Up and
Miscellaneous Provisions) Ordinance or the Listing Rules or any requirement or
request of the Stock Exchange and/or the SFC; or

that a valid demand by any creditor for repayment or payment of any
indebtedness of our Company or any other member of the Group or in respect
of which our Company or any other member of our Group is liable prior to its
stated maturity, which demand has or could reasonably be expected to have a
material adverse effect on our Group taken as a whole; or

save as disclosed in this prospectus, an order or petition for the winding up of
any member of our Group or any composition or arrangement made by any
member of our Group with its creditors or a scheme of arrangement entered into
by any member of the Group or any resolution for the winding-up of any member
of our Group or the appointment of a provisional liquidator, receiver or manager
over all or part of the assets or undertaking of any member of our Group or
anything analogous thereto occurring in respect of any member of the Group;
or
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which, individually or in the aggregate, in the reasonable opinion of the Sole Global
Coordinator and the Sole Sponsor (1) has or will or could reasonably be expected to
have a material adverse effect on the assets, liabilities, business, general affairs,
management, prospects, shareholders’ equity, profits, losses, results of operations,
position or condition, financial or otherwise, or performance of our Group as a whole;
or (2) has or will have or could reasonably be expected to have a material adverse
effect on the success of the Global Offering or the level of applications under the
Hong Kong Public Offer or the level of interest under the International Placing or
dealings in the Shares in the secondary market; or (3) makes or will make or could
reasonably be expected to make it inadvisable or inexpedient or impracticable for the
Global Offering to proceed or to market the Global Offering; or (4) has or will or could
reasonably be expected to have the effect of making any part of the Hong Kong
Underwriting Agreement and the International Underwriting Agreement (including
underwriting) incapable of performance in accordance with its terms or preventing or
delaying the processing of applications and/or payments pursuant to the Global
Offering or pursuant to the underwriting thereof in a material respect; or

any of the following shall have come to the notice of any of the Sole Sponsor, the
Sole Global Coordinator or the Hong Kong Underwriters after the date of the Hong
Kong Underwriting Agreement:

(a) that any statement contained in any of this prospectus, the Application Forms,
the formal notice and/or in, any notices, announcements, advertisements,
communications or other documents issued or used by or on behalf of the
Company in connection with the Global Offering (including any supplement or
amendment thereto) was, when it was issued, or has become, untrue or
incorrect in any material respect or misleading in any material respect, or that
any forecast, estimate, expression of opinion, intention or expectation
contained in any of this prospectus, the Application Forms, the formal notice
and/or any notices, announcements, advertisements, communications or other
documents issued or used by or on behalf of our Company in connection with
the Global Offering (including any supplement or amendment thereto) is in any
material respect not fair and honest and not based on reasonable assumptions;

(b) any matter has arisen or has been discovered which would, or might, had it
arisen or been discovered immediately before the date of this prospectus, the
Application Forms, the formal notice and/or any notices, announcements,
advertisements, communications or other documents issued or used by or on
behalf of our Company in connection with the Global Offering (including any
supplement or amendment thereto), constitute a material omission therefrom;

(c) any of the warranties given by our Company and/or our Controlling

Shareholders in the Hong Kong Underwriting Agreement being untrue or
incorrect in any material respect;
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any event, act or omission which gives rise or is likely to give rise to any
material liability of our Company pursuant to the indemnities in the Hong Kong
Underwriting Agreement;

any material breach of any of the obligations of any party (other than the Sole
Sponsor, the Sole Global Coordinator, the International Underwriters or the
Hong Kong Underwriters) to the Hong Kong Underwriting Agreement or the
International Underwriting Agreement;

save as disclosed in this prospectus, that a petition is presented for the
winding-up or liquidation of our Company or any other member of our Group or
our Company or any other member of the Group makes any composition or
arrangement with its creditors or enters into a scheme of arrangement or any
resolution is passed for the winding-up of the Company or any other member of
the Group or a provisional liquidator, receiver or manager is appointed over all
or part of the assets or undertaking of our Company or any other member of our
Group or anything analogous thereto occurs in respect of our Company or any
other member of our Group, which in the reasonable opinion of the Sole Global
Coordinator and the Sole Sponsor, may or is likely to be material in the context
of the Global Offering;

any material adverse change or development which is likely to result in a
material adverse change, in the condition (financial or otherwise) or in the
assets, liabilities, business, general affairs, management, prospects,
shareholders’ equity, profits, losses, results of operations or performance of our
Group as a whole;

approval by the Listing Committee of the Stock Exchange of the listing of, and
permission to deal in, the Shares to be issued or sold (including any additional
Shares that may be issued or sold pursuant to the exercise of the
Over-Allotment Option) under the Global Offering is refused or not granted (not
including granting of such approval subject to customary conditions), other than
subject to customary conditions, on or before the date of the listing, or if
granted, the approval is subsequently withdrawn, qualified (other than by
customary conditions) or withheld;

the Company withdraws this prospectus (and/or any other documents used in
connection with the Global Offering) or the Global Offering;

any person (other than any of the Hong Kong Underwriters) has withdrawn its
respective consent to the issue of this prospectus with the inclusion of its
reports, letters, and/or opinions (as the case may be) and references of its
name included in the form and context in which it respectively appears; or

— 340 —



UNDERWRITING

(k) that a material portion of the orders placed or confirmed in the book-building
process have been withdrawn, terminated or cancelled, and such withdrawn,
terminated or cancelled orders not having been covered by replacement orders.

Undertakings to the Stock Exchange pursuant to the Listing Rules
Undertakings by the Company

Pursuant to Rule 10.08 of the Listing Rules, the Company has undertaken to the Stock
Exchange that it will not issue any further Shares or securities convertible into equity securities
of our Company (whether not of a class already listed) or enter into any agreement to such
issue (whether or not such issue of Shares or securities will be completed within six months
from the Listing Date) within six months from the Listing Date, except:

(a) in certain circumstances prescribed by Rule 10.08 of the Listing Rules;
(b) pursuant to the Global Offering (including the Over-allotment Option); or
(c) with the prior consent of the Stock Exchange.

Undertaking by the Controlling Shareholders

Pursuant to Rule 10.07 of the Listing Rules, each of the Controlling Shareholders has
irrevocably and unconditionally undertaken to the Stock Exchange and to the Company that,
except pursuant to the Global Offering (including the Over-allotment Option) or the Stock
Borrowing Agreement, it/he/she will not and shall procure that the relevant registered holder(s)
controlled by it/him/her will not, without the prior written consent of the Stock Exchange and
unless in compliance with the requirements of the Listing Rules:

(a) inthe period commencing on the date by reference to which disclosure of its/his/her
shareholdings in our Company is made in the prospectus and ending on the date
which is six months from the date on which dealings in the Shares commence on the
Stock Exchange, dispose of, nor enter into any agreement to dispose of or otherwise
create any options, rights, interests or encumbrances in respect of, any of the
securities of our Company in respect of which it/he/she is shown by this prospectus
to be the beneficial owners; and

(b) in the period of six months commencing on the date on which the period referred to
in paragraph (a) above expires, dispose of, nor enter into any agreement to dispose
of or otherwise create any options, rights, interests or encumbrances in respect of,
any of the securities referred to in paragraph (a) above if, immediately following such
disposal or upon the exercise or enforcement of such options, rights, interests or
encumbrances, it/ he/she would then cease to be a controlling shareholder of our
Company for the purposes of the Listing Rules.
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In addition, in accordance with Note 3 to Rule 10.07(2) of the Listing Rules, each of the
Controlling Shareholders has further irrevocably and unconditionally undertaken to the Stock
Exchange and us that, within the period commencing on the date by reference to which
disclosure of its/his shareholdings is made in the prospectus and ending on the date which is
12 months from the Listing Date, it/he/she will, when it/he/she pledges or charges any
securities of the Company or interests therein beneficially owned by it/him/her in favor of any
authorised institution pursuant to Note 2 to Rule 10.07(2) of the Listing Rules, immediately
inform our Company of such pledge or charge together with the number of securities so
pledged or charged and when it/he/she receives indications, either verbal or written, from the
pledgee or chargee that any of the securities of our Company pledged or charged will be
disposed of, immediately inform our Company of such indications.

Our Company will also, as soon as we have been informed of the above matters (if any)
by any of the Controlling Shareholders, inform the Stock Exchange and disclose such matters
as soon as possible by way of an announcement as required under the Listing Rules.

Undertakings to the Hong Kong Underwriters pursuant to the Hong Kong Underwriting
Agreement

Undertakings by our Company

Pursuant to the Hong Kong Underwriting Agreement, we have undertaken to each of the
Sole Global Coordinator, the Sole Sponsor, the Joint Bookrunners and the Hong Kong
Underwriters that, except pursuant to the Global Offering (including pursuant to the
Over-allotment Option) and the Share Option Scheme at any time during the period
commencing on the date of the Hong Kong Underwriting Agreement and ending on, and
including the date falling six months after the Listing Date (the “First Six-Month Period”), the
Company will not, without the prior written consent of the Sole Sponsor and the Sole Global
Coordinator (for itself and on behalf of the Hong Kong Underwriters) and unless in compliance
with the Listing Rules:

(a) allot, issue, sell, accept subscription for, offer to allot, issue or sell, contract or agree
to allot, issue or sell, mortgage, charge, pledge, hypothecate, lend, grant or sell any
option, warrant, contract or right to subscribe for or purchase, grant or purchase any
option, warrant, contract or right to allot, issue or sell, or otherwise transfer or
dispose of or create an encumbrance over, or agree to transfer or dispose of or
create an encumbrance over, either directly or indirectly, conditionally or
unconditionally, any equity securities of our Company or any interest in any of the
foregoing (including, without limitation, any securities convertible into or
exchangeable or exercisable for or that represent the right to receive, or any
warrants or other rights to purchase, any equity securities of the Company), or
deposit any equity securities of our Company with a depositary in connection with
the issue of depositary receipts; or
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(b) enter into any swap or other arrangement that transfers to another, in whole or in
part, any of the economic consequences of ownership (legal or beneficial) of any
equity securities of our Company or any interest in any of the foregoing (including,
without limitation, any securities convertible into or exchangeable or exercisable for
or that represent the right to receive, or any warrants or other rights to purchase, any
equity securities of our Company); or

(c) enter into any transaction with the same economic effect as any transaction
described in paragraphs (a) or (b) above; or

(d) offer to or agree to do any of the foregoing or announce any intention to do so,

in each case, whether any of the foregoing transactions is to be settled by delivery of such
equity securities, in cash or otherwise (whether or not the issue of such equity securities will
be completed within the First-Six Month Period).

Our Company further agrees that, in the event that, at any time during the period of six
months immediately following the expiry of the First Six-month Period (the “Second Six-Month
Period”), our Company enters into any of the transactions specified in paragraphs (a), (b) or
(c) above or offers to or agrees to or announces any intention to effect any such transaction,
our Company shall take all reasonable steps to ensure that it will not create a disorderly or
false market in the Shares or any other securities of our Company.

Undertakings by our Controlling Shareholders

Pursuant to the Hong Kong Underwriting Agreement, each of the Controlling
Shareholders has jointly and severally undertaken to each of the Sole Global Coordinator, the
Sole Sponsor, the Joint Bookrunners and the Hong Kong Underwriters that except pursuant to
the Stock Borrowing Agreement without the prior written consent of the Sole Global
Coordinator (for itself and on behalf of the Hong Kong Underwriters) and unless in compliance
with the Listing Rules:

(a) at any time during the First Six-Month Period, it’/he/she will not:

(i) offer, pledge, charge, sell, contract to sell, mortgage, charge, pledge,
hypothecate, lend, grant or sell any option, warrant, contract or right to
purchase, grant or purchase any option, warrant, contract or right to sell, or
otherwise transfer or dispose of or create an encumbrance over, or agree to
transfer or dispose of or create an encumbrance over, either directly or
indirectly, conditionally or unconditionally, any Shares or any other equity
securities of our Company or any interest in any of the foregoing (including,
without limitation, any securities convertible into or exchangeable or
exercisable for or that represent the right to receive, or any warrants or other
rights to purchase, any Shares or any other equity securities of the Company),
or
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(ii) enter into any swap or other arrangement that transfers to another, in whole or
in part, any of the economic consequences of ownership (legal or beneficial) of
such Shares or equity securities of our Company or any interest in any of the
foregoing (including, without limitation, any securities convertible into or
exchangeable or exercisable for or that represent the right to receive, or any
warrants or other rights to purchase, any Shares or any other equity securities
of the Company), or

(iii) enter into any transaction with the same economic effect as any transaction
specified in paragraphs (i) or (ii) above, or

(iv) offerto or agree to or announce any intention to effect any transaction specified
in paragraphs (i), (ii) or (iii) above,

in each case, whether any of the transactions specified in paragraphs (i), (ii) or (iii)
above is to be settled by delivery of Shares or such other securities of the Company,
in cash or otherwise (whether or not the issue of Shares or other securities will be
completed within the First Six-Month Period), save as provided under Note (2) to
Rule 10.07(2) of the Listing Rules and subject always to compliance with the
provisions of the Listing Rules; and

it will not, during the Second Six-Month Period, enter into any of the transactions
specified in paragraphs (i), (ii) or (iii) above or offer to or agree to or announce any
intention to effect any such transaction if, immediately following such transaction or
action, it will cease to be a Controlling Shareholder of our Company; and

until the expiry of the Second Six-Month period, in the event that it enters into any
of the transactions specified in paragraphs (i), (ii) or (iii) above or offer to or agrees
to or announce any intention to effect any such transaction, it will take all reasonable
steps to ensure that it will not create a disorderly or false market in the securities of
our Company.

Indemnity

We have agreed to indemnify, among others, the Sole Sponsor, the Sole Global

Coordinator, the Joint Bookrunners, the Joint Lead Managers and the Hong Kong Underwriters
for certain losses which they may suffer, including, among other matters, losses arising from
the performance of their obligations under the Hong Kong Underwriting Agreement and any
breach by us of the Hong Kong Underwriting Agreement as the case may be.

International Placing

In connection with the International Placing, it is expected that our Company and the

covenantors to be named therein (namely our Controlling Shareholders) will enter into the
International Underwriting Agreement with the Sole Sponsor, the Joint Bookrunners, the Sole
Global Coordinator and the International Underwriters.
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Under the International Underwriting Agreement, subject to the conditions set forth
therein, the International Underwriters are expected to severally, but not jointly and not jointly
and severally, agree to act as agents of our Company to subscribe or procure subscribers for
the International Placing Shares initially being offered pursuant to the International Placing. It
is expected that the International Underwriting Agreement may be terminated on similar
grounds as the Hong Kong Underwriting Agreement. Potential investors shall be reminded that
in the event that the International Underwriting Agreement is not entered into, the Global
Offering will not proceed. The International Underwriting Agreement is conditional on and
subject to the Hong Kong Underwriting Agreement having been executed, becoming
unconditional and not having been terminated. It is expected that pursuant to the International
Underwriting Agreement, our Company and our Controlling Shareholders will make similar
undertakings as those given pursuant to the Hong Kong Underwriting Agreement as described
in “— Underwriting arrangements, commissions and expenses — Hong Kong Public Offer —
Undertakings to the Hong Kong Underwriters pursuant to the Hong Kong Underwriting
Agreement”.

Commission and expenses

The Hong Kong Underwriters will receive an underwriting commission from our Company
of 9% of the aggregate Offer Price of all Offer Shares underwritten by them, and will be
reimbursed for their reasonable expenses. For unsubscribed Hong Kong Offer Shares
reallocated to the International Placing, we will pay an underwriting commission at the rate
applicable to the International Placing and such commission will be paid to the relevant
International Underwriters.

The total commission and expenses relating to the Global Offering and Listing (including
the Main Board Listing fees, legal and other professional fees, and printing), are estimated to
be approximately HK$84.3 million, based on the Offer Price of HK$1.20, which will be payable
by our Company.

Activities by syndicate members

We describe below a variety of activities that each of the Underwriters of the Hong Kong
Public Offer and the International Placing, together referred to as “Syndicate Members,” may
individually undertake and which do not form part of the underwriting or the stabilising process.
When engaging in any of these activities, it should be noted that the Syndicate Members are
subject to restrictions, including the following:

(a) under the agreement among the Syndicate Members, all of them (except for the
Stabilising Manager or its designated affiliate as the stabilising manager) must not,
in connection with the distribution of the Offer Shares, effect any transactions
(including issuing or entering into any option or other derivative transactions relating
to the Offer Shares), whether in the open market or otherwise, with a view to
stabilising or maintaining the market price of any of the Offer Shares at levels other
than those which might otherwise prevail in the open market; and
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(b) all of them must comply with all applicable laws, including the market misconduct
provisions of the SFO, including the provisions prohibiting insider dealing, false
trading, price rigging and stock market manipulation.

The Syndicate Members and their affiliates are diversified financial institutions with
relationships in countries around the world. These entities engage in a wide range of
commercial and investment banking, brokerage, funds management, trading, hedging,
investing, and other activities for their own account and for the accounts of others. In relation
to the Shares, those activities could include acting as an agent for buyers and sellers of the
Shares, entering into transactions with those buyers and sellers in a principal capacity,
proprietary trading in the Shares, and entering into over-the-counter or listed derivative
transactions or listed and unlisted securities transactions (including issuing securities such as
derivative warrants listed on a stock exchange) which have the Shares as their or part of their
underlying assets.

Those activities may require hedging activity by those entities involving, directly or
indirectly, buying and selling the Shares. All such activities could occur in Hong Kong and
elsewhere in the world and may result in the Syndicate Members and their affiliates holding
long and/or short positions in the Shares, in baskets of securities or indices including the
Shares, in units of funds that may purchase the Shares, or in derivatives related to any of the
foregoing.

In relation to issues by the Syndicate Members or their affiliates of any listed securities
having the Shares as their underlying assets, whether on the Stock Exchange or on any other
stock exchange, the rules of the exchange may require the issuer of those securities (or one
of its affiliates or agents) to act as a market maker or liquidity provider in the security, and this
will also result in hedging activity in the Shares in most cases.

All of these activities may occur both during and after the end of the stabilising period
described under the section headed “Structure of the Global Offering — Stabilisation” in this
prospectus. These activities may affect the market price or value of the Shares, the liquidity
or trading volume in the Shares, and the volatility of the Shares’ share price, and the extent
to which this occurs from day to day cannot be estimated.

HONG KONG UNDERWRITERS’ INTERESTS IN OUR COMPANY

Save for its obligations under the Hong Kong Underwriting Agreement and as disclosed
in this prospectus, none of the Hong Kong Underwriters has any shareholding interests in the
Company or any other member of the Group or any right (whether legally enforceable or not)
to subscribe for or to nominate persons to subscribe for securities in the Company or any
member of the Group.

Following the completion of the Global Offering, the Hong Kong Underwriters and their

affiliated companies may hold a certain portion of the Shares as a result of fulfilling their
obligations under the Hong Kong Underwriting Agreement.
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SOLE SPONSOR’S INDEPENDENCE

The Sole Sponsor satisfies the independence criteria set forth in Rule 3A.07 of the Listing
Rules.
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THE CORNERSTONE PLACING

Our Company, the Sole Sponsor and the Sole Global Coordinator have entered into
cornerstone investment agreements (“Cornerstone Investment Agreements”) on 25 June
2019 with each of Mr. Yu Kam Kee Lawrence (“Mr. Yu”) and Dato Sin Just Wong (“Dato Wong”)
(together the “Cornerstone Investors”, and each a “Cornerstone Investor”), pursuant to
which Mr. Yu and Dato Wong agreed to subscribe, or cause their respective designated entities
to subscribe, at the Offer Price, for such number of our Offer Shares (rounded down to the
nearest whole board lot of 2,000 Shares) which may be purchased with an aggregate amount
of approximately HK$40 million and HK$10 million, respectively (the “Cornerstone Placing”).
The aggregate amount of the investment contributed by the Cornerstone Investors does not
include brokerage, SFC transaction levy, and Hong Kong Stock Exchange trading fee which
the Cornerstone Investors will pay in respect of the International Placing Shares to be
subscribed) by them.

Based on the Offer Price of HK$1.20, (A) the total number of Shares to be subscribed by
Mr. Yu and Dato Wong, respectively, will be 33,332,000 Shares and 8,332,000 Shares,
representing approximately (i) 9.52% and 2.38% of the Offer Shares, assuming that the
Over-allotment Option is not exercised, (ii) 8.28% and 2.07% of the Offer Shares, assuming
that the Over-allotment Option is exercised in full, (iii) 2.38% and 0.60% of the Shares in issue
upon completion of the Global Offering and the Capitalisation Issue, assuming that the
Over-allotment Option is not exercised and (iv) 2.29% and 0.57% of the Shares in issue upon
completion of the Global Offering and the Capitalisation Issue, assuming that the
Over-allotment Option is exercised in full.

The actual number of our International Placing Shares to be allocated to the Cornerstone
Investors are subject to clawback, further information on which is set forth in the section
headed “Structure of Global Offering — The Hong Kong Public Offer — Reallocation and
Clawback” in this prospectus, and will be disclosed in our announcement of results of
allocations of our Offer Shares under the Global Offering on or around Thursday, 11 July 2019.

To the best knowledge of our Company, each of the Cornerstone Investors is an
Independent Third Party, is not our connected person (as defined under the Listing Rules) or
existing Shareholder, is not a close associate of any of our existing Shareholders, and is
independent of our connected persons and their respective close associates. Each of the
Cornerstone Investors is independent from each other and makes independent investment
decisions.

The investment contributed by the Cornerstone Investors will form part of the
International Placing. The International Placing Shares to be subscribed for by the
Cornerstone Investors (i) will rank pari passu in all respects with the other fully paid Shares
in issue upon completion of the Global Offering and the Capitalisation issue and (ii) will be
counted towards the public float of our Company.
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None of Cornerstone Investors will subscribe for any Offer Shares under the Global
Offering other than pursuant to the Cornerstone Investment Agreements. Immediately
following completion of the Global Offering and the Capitalisation Issue, none of the
Cornerstone Investors will have any representation on the Board, nor will any of the
Cornerstone Investors become a substantial shareholder (as defined under the Listing Rules)
of our Company. No special rights have been granted to the Cornerstone Investors pursuant
to the investment made by the Cornerstone Investors.

CORNERSTONE INVESTORS
We set out below a brief description of our Cornerstone Investors.

Mr Yu Kam Kee Lawrence, SBS, MBE, JP, is an individual investor. Mr Yu serves on
several charitable and social organisations, and is currently the co-chairman of the Campaign
Committee of the Community Chest of Hong Kong, the honorary vice president of the Hong
Kong Football Association Limited and a governor of Hong Kong Automobile Association.

Mr Yu was the chairman of Softbank Investment International (Strategic) Limited (Hong
Kong stock code: 648, now known as China Wah Yan Healthcare Limited) and Wing On Travel
(Holdings) Limited (Hong Kong stock code: 1189, now known as Rosedale Hotel Holdings
Limited). He has also served as chairman or directors of a number of companies listed on the
Stock Exchange.

Dato Wong Sin Just (DIMP) is an individual investor. Dato Wong has served as director
of a number of companies listed on the stock exchange of Hong Kong, Singapore and United
States, including Softbank Investment International (Strategic) Limited (Hong Kong stock
code: 648, now known as China Wah Yan Healthcare Limited) , E2-Capital (Holdings) Limited
(Hong Kong stock code: 378, now known as FDG Kinetic Limited), CSI Properties Limited
(Hong Kong Stock Code: 497), Westminster Travel Limited (Singapore Stock Code: ASTA, now
known as Astaka Holdings Limited) and CDC Software Inc (former NASDAQ Stock
Code :CDCS, since privatised). He was awarded a Datukship (DIMP) by Sultan of Pahang,
Malaysia.

CONDITIONS PRECEDENT

The subscription of Offer Shares by each Cornerstone Investor is subject to, among other
things, the following conditions precedent:

(i) the Underwriting Agreements being entered into and having become effective and
unconditional (in accordance with their respective original terms or as subsequently
waived or varied by agreement of the parties thereto) by no later than the time and
date as specified in the Underwriting Agreements, and neither of the Underwriting
Agreements having been terminated;

— 349 —



CORNERSTONE INVESTMENT

(ii) the Listing Committee having granted the listing of, and permission to deal in, the
Shares (including the Shares to be subscribed by the Cornerstone Investors) as well
as other applicable waivers and approvals and such approval, permission or waiver
having not been revoked prior to the commencement of dealings in the Shares on the
Stock Exchange;

(iii) no laws shall have been enacted or promulgated by any governmental authority
which prohibits the consummation of the transactions contemplated in the Global
Offering or in the respective Cornerstone Investment Agreement and there shall be
no orders or injunctions from a court of competent jurisdiction in effect precluding or
prohibiting consummation of such transactions; and

(iv) the respective representations, warranties, undertakings and confirmations of the
Cornerstone Investors under the relevant Cornerstone Investment Agreements are
accurate and true in all material respects and not misleading and that there is no
breach of the relevant Cornerstone Investment Agreements on the part of the
Cornerstone Investors.

RESTRICTIONS ON DISPOSALS BY THE CORNERSTONE INVESTORS

Pursuant to the Cornerstone Investment Agreements, each of the Cornerstone Investors
has agreed and undertaken that, without the prior written consent of our Company, the Sole
Global Coordinator and Sole Sponsor, he will not at any time during the period of six months
from the Listing Date (the “Lock-up Period”), directly or indirectly, (i) dispose of, in any way,
any Shares or other securities of our Company which are derived from our Shares (pursuant
to any rights issue, Capitalisation Issue or other form of capital reorganization) (the “Relevant
Shares”) or any interest in any company or entity holding any Relevant Shares or (ii) enter into
any transactions directly or indirectly with the same economic effect as any aforesaid
transaction.

Notwithstanding the above, the Cornerstone Investors may transfer all or part of the
Relevant Shares to companies wholly owned by them respectively, provided that the
transferee will undertake that it will abide by the obligations of the relevant Cornerstone
Investor under the relevant Cornerstone Investment Agreement.
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THE GLOBAL OFFERING

This prospectus is published in connection with the Hong Kong Public Offer as part of the
Global Offering. BOCOM International Asia is the Sole Sponsor, and Elstone Securities is the
Sole Global Coordinator.

The Global Offering consists of (subject to adjustment and the Over-allotment Option):

° the Hong Kong Public Offer of 35,000,000 Shares (subject to adjustment as
mentioned below) in Hong Kong as described under the subsection headed “The
Hong Kong Public Offer” in this section below; and

° the International Placing of 315,000,000 Shares (subject to adjustment as mentioned
below) to professional and institutional investors as described under the subsection
headed “The International Placing” in this section below.

Investors may apply for the Offer Shares under the Hong Kong Public Offer or indicate an
interest, if qualified to do so, for the Offer Shares under the International Placing, but may not
do both. The Hong Kong Public Offer is open to members of the public in Hong Kong as well
as to institutional and professional investors in Hong Kong. The International Placing will
involve selective marketing of the Offer Shares to institutional and professional investors and
other investors outside the United States in reliance on Regulation S of the Securities Act.

The number of Offer Shares to be offered under the Hong Kong Public Offer and the
International Placing respectively may be subject to adjustment as described in the subsection
headed “Reallocation and Clawback” in this section.

PRICING AND ALLOCATION
Offer Price

The Offer Price will be HK$1.20 per Offer Share.
Price Payable on Application

Applicants under the Hong Kong Public Offer must pay, on application, the Offer Price of
HK$1.20 per Hong Kong Offer Share plus 1% brokerage, a 0.0027% SFC transaction levy and
a 0.005% Stock Exchange trading fee, amounting to a total of HK$2,424.18 for one board lot

of 2,000 Shares. Each Application Form includes a table showing the exact amount payable on
certain numbers of Offer Shares.
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Reduction in Offer Price and/or number of Offer Shares

The International Underwriters are soliciting from prospective investors indications of
interest in acquiring the Offer Shares in the International Placing. Prospective investors will be
required to specify the number of Offer Shares under the International Placing they would be
prepared to acquire. This process, known as “book-building”, is expected to continue up to,
and to cease on or around the International Underwriting Agreement Date.

If, based on the level of interest expressed by prospective institutional, professional and
other investors during the book-building process, the Sole Global Coordinator (for itself and on
behalf of the Hong Kong Underwriters) considers it appropriate and together with the consent
of our Company, the Offer Price and/or number of Hong Kong Offer Shares may be reduced
below that stated in this prospectus at any time prior to the morning of the last day for lodging
applications under the Hong Kong Public Offer. As soon as practicable of such reduction of the
number of Offer Shares under and/or the Offer Price, we will also issue a supplemental
prospectus updating investors of such reduction together with an update of all financial and
other information in connection with such change, where appropriate, extend the period under
which the Hong Kong Public Offer was open for acceptance, and give potential investors who
had applied for the Offer Shares the right to withdraw their applications.

In such a case, our Company will, as soon as practicable following the decision to make
any such reduction, and in any event not later than the morning of the last day for lodging
applications under the Hong Kong Public Offer, cause to be published on the website of the
Stock Exchange at www.hkexnews.hk and our Company’s website at www.atal.com notice of
the reduction in the Offer Price and/or number of Offer Shares. Such notice will also include
confirmation or revision, as appropriate, of the offering statistics as currently set out in the
section headed “Summary” in this prospectus and any other financial information which may
change as a result of such reduction.

Before submitting applications for Hong Kong Offer Shares, applicants should have
regard to the possibility that any announcement of a reduction in the Offer Price and/or
number of Offer Shares may not be made until the day which is the last day for lodging
applications under the Hong Kong Public Offer.

Allocation

The Shares to be offered in the Hong Kong Public Offer and the International Placing may,
in certain circumstances, be reallocated as between these offerings at the discretion of the
Sole Global Coordinator.

Allocation of the Offer Shares pursuant to the International Placing will be determined by
the Sole Global Coordinator and will be based on a number of factors including the level and
timing of demand, total size of the relevant investor’s invested assets or equity assets in the
relevant sector and whether or not it is expected that the relevant investor is likely to buy
further, and/or hold or sell Shares after Listing. Such allocation may be made to professional,
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institutional and corporate investors and is intended to result in a distribution of the Shares on
a basis which would lead to the establishment of a stable shareholder base to the benefit of
our Company and the Shareholders as a whole.

Allocation of the Shares to investors under the Hong Kong Public Offer will be based
solely on the level of valid applications received under the Hong Kong Public Offer. The basis
of allocation may vary, depending on the number of Hong Kong Offer Shares validly applied for
by applicants. The allocation of Hong Kong Offer Shares could, where appropriate, consist of
balloting, which would mean that some applicants may receive a higher allocation than others
who have applied for the same number of Hong Kong Offer Shares, and those applicants who
are not successful in the ballot may not receive any Hong Kong Offer Shares.

Announcement of basis of allocations

The level of indications of interest in the International Placing and the basis of allocations
of the Hong Kong Offer Shares are expected to be announced on Thursday, 11 July 2019 on
the website of the Stock Exchange at www.hkexnews.hk and our Company’s website at
www.atal.com.

Results of allocations in the Hong Kong Public Offer, including the Hong Kong identity
card/passport/Hong Kong business registration numbers of successful applicants (where
applicable) and the number of Hong Kong Offer Shares successfully applied for under WHITE
and YELLOW Application Forms, or by giving electronic application instructions to HKSCC
or by applying online through the HK elPO White Form Service Provider under the HK elPO
White Form service, will be made available through a variety of channels as described in the
subsection headed “How to Apply for the Hong Kong Offer Shares — 11. Publication of
Results” in this prospectus.

CONDITIONS OF THE GLOBAL OFFERING

Acceptance of all applications for the Offer Shares pursuant to the Hong Kong Public
Offer will be conditional upon, among other things:

° the Listing Committee granting listing of, and permission to deal in, the Shares in
issue and to be issued pursuant to the Global Offering (including the Shares which
may be made available or issued pursuant to the exercise of the Over-allotment
Option);

° the execution and delivery of the International Underwriting Agreement on or around
the International Underwriting Agreement Date; and

o the obligations of the Underwriters under each of the International Underwriting
Agreement and the Hong Kong Underwriting Agreement becoming and remaining
unconditional and not having been terminated in accordance with the terms of the
respective agreements,
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in each case on or before the dates and times specified in such Underwriting Agreements
(unless and to the extent such conditions are validly waived on or before such dates and times)
and in any event not later than 30 days after the date of this prospectus.

The consummation of each of the Hong Kong Public Offer and the International Placing
is conditional upon, among other things, the other becoming unconditional and not having
been terminated in accordance with its terms.

If the above conditions are not fulfilled or waived, prior to the dates and times specified,
the Global Offering will lapse and the Stock Exchange will be notified immediately. Notice of
the lapse of the Hong Kong Public Offer will be published by us on the website of the Stock
Exchange at www.hkexnews.hk and our Company’s website at www.atal.com on the next
day following such lapse. In such eventuality, all application monies will be returned, without
interest, on the terms set out in the subsection headed “How to Apply for the Hong Kong Offer
Shares — 13. Refund of Application Monies” in this prospectus. In the meantime, the
application monies will be held in separate bank account(s) with the receiving bank or other
bank(s) in Hong Kong licenced under the Banking Ordinance (Chapter 155 of the Laws of Hong
Kong) (as amended).

Share certificates for the Offer Shares are expected to be issued on Thursday, 11,
July 2019 but will only become valid certificates of title at 8:00 a.m. on Friday, 12, July
2019, provided that (i) the Global Offering has become unconditional in all respects and
(ii) the right of termination as described in the section headed “Underwriting —
Underwriting Arrangements, Commissions and Expenses — Hong Kong Public Offer —
Grounds for termination” in this prospectus has not been exercised.

THE HONG KONG PUBLIC OFFER

Number of Shares initially offered

Our Company is initially offering 35,000,000 Shares for subscription by the public in Hong
Kong at the Offer Price, representing 10% of 350,000,000 Shares initially available under the
Global Offering. Subject to adjustment as mentioned below, the number of Shares offered
under the Hong Kong Public Offer will represent approximately 2.5% of the total number of
Shares in issue of our Company immediately after completion of the Global Offering, assuming
that the Over-allotment Option is not exercised and not taking into account any Share that may
be issued pursuant to the Share Option Scheme. The Hong Kong Public Offer is open to
members of the public in Hong Kong as well as to institutional and professional investors.
Professional investors generally include brokers, dealers, companies (including fund
managers) whose ordinary business involves dealing in shares and other securities and
corporate entities which regularly invest in shares and other securities. Completion of the
Hong Kong Public Offer is subject to the conditions as set out in the subsection headed
“Conditions of the Global Offering” in this section.
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Allocation

For allocation purposes only, the Hong Kong Offer Shares initially being offered for
subscription under the Hong Kong Public Offer (after taking into account any adjustment in the
number of Offer Shares allocated between the Hong Kong Public Offer and the International
Placing) will be divided equally into two pools (subject to adjustment of odd lot size). Pool A
will comprise 17,500,000 Hong Kong Offer Shares (subject to adjustment) and Pool B will
comprise 17,500,000 Hong Kong Offer Shares (subject to adjustment), both of which are
available on a fair basis to successful applicants. All valid applications that have been received
for Hong Kong Offer Shares with a total amount (excluding brokerage fee, the SFC transaction
levy and the Stock Exchange trading fee) of HK$5 million or below will fall into Pool A and all
valid applications that have been received for Hong Kong Offer Shares with a total amount
(excluding brokerage fee, the SFC transaction levy and the Stock Exchange trading fee) of
over HK$5 million and up to the total value of Pool B, will fall into Pool B.

Applicants should be aware that applications in Pool A and Pool B are likely to receive
different allocation ratios. If Hong Kong Offer Shares in one pool (but not both pools) are
undersubscribed, the surplus Hong Kong Offer Shares will be transferred to the other pool to
satisfy demand in that other pool and be allocated accordingly. Applicants can only receive an
allocation of Hong Kong Offer Shares from either Pool A or Pool B but not from both pools and
may only apply for Hong Kong Offer Shares in either Pool A or Pool B. In addition, multiple or
suspected multiple applications within either pool or between pools will be rejected. No
application will be accepted from applicants for more than 17,500,000 Hong Kong Offer Shares
(being 50% of the initial number of Hong Kong Offer Shares).

Reallocation and Clawback

The allocation of Shares between the Hong Kong Public Offer and the International
Placing is subject to reallocation on the following basis:

(a) Where the International Placing Shares are fully subscribed or oversubscribed:

(i) if the Hong Kong Offer Shares are undersubscribed, the Sole Global
Coordinator have the authority to reallocate all or any unsubscribed Hong Kong
Offer Shares to the International Placing, in such proportions as the Sole Global
Coordinator deem appropriate;

(if) if the Hong Kong Offer Shares are not undersubscribed but the number of Offer
Shares validly applied for under the Hong Kong Public Offer represents less
than 15 times the number of the Offer Shares initially available for subscription
under the Hong Kong Public, then up to 35,000,000 Offer Shares may be
reallocated to the Hong Kong Public Offer from the International Placing, so that
the total number of the Offer Shares available under the Hong Kong Public Offer
will be increased to 70,000,000 Offer Shares, representing approximately 20%
of the number of the Offer Shares initially available under the Global Offering
(before any exercise of the Over-allotment Option);
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(iif)

(iv)

(V)

if the number of Offer Shares validly applied for under the Hong Kong Public
Offer represents 15 times or more but less than 50 times the number of the Offer
Shares initially available for subscription under the Hong Kong Public Offer,
then 70,000,000 Shares will be reallocated to the Hong Kong Public Offer from
the International Placing, so that the total number of the Offer Shares available
under the Hong Kong Public Offer will be increased to 105,000,000 Offer
Shares, representing approximately 30% of the number of the Offer Shares
initially available under the Global Offering (before any exercise of the
Over-allotment Option);

if the number of Offer Shares validly applied for under the Hong Kong Public
Offer represents 50 times or more but less than 100 times the number of the
Offer Shares initially available for subscription under the Hong Kong Public
Offer, then 105,000,000 Shares will be reallocated to the Hong Kong Public
Offer from the International Placing, so that the number of the Offer Shares
available under the Hong Kong Public Offer will be increased to 140,000,000
Offer Shares, representing approximately 40% of the number of the Offer
Shares initially available under the Global Offering (before any exercise of the
Over-allotment Option); and

if the number of Offer Shares validly applied for under the Hong Kong Public
Offer represents 100 times or more the number of the Offer Shares initially
available for subscription under the Hong Kong Public Offer, then 140,000,000
Shares will be reallocated to the Hong Kong Public Offer from the International
Placing, so that the number of the Offer Shares available under the Hong Kong
Public Offer will be increased to 175,000,000 Offer Shares, representing
approximately 50% of the number of the Offer Shares initially available under
the Global Offering (before any exercise of the Over-allotment Option).

(b) Where the International Placing Shares are undersubscribed:

(i)

if the Hong Kong Offer Shares are undersubscribed, the Global Offering will not
proceed unless the Underwriters would subscribe or procure subscribers for
their respective applicable proportions of the Offer Shares being offered which
are not taken up under the Global Offering on the terms and conditions of this
prospectus, the Application Forms and the Underwriting Agreements; and

if the Hong Kong Offer Shares are oversubscribed, irrespective of the number
of times the number of Offer Shares initially available for subscription under the
Hong Kong Public Offer, then up to 35,000,000 Offer Shares may be reallocated
to the Hong Kong Public Offer from the International Placing, so that the total
number of the Offer Shares available under the Hong Kong Public Offer will be
increased to 70,000,000 Offer Shares, representing approximately 20% of the
number of the Offer Shares initially available under the Global Offering (before
any exercise of the Over-allotment Option).
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In the event of a reallocation of Offer Shares from the International Placing to the Hong
Kong Public Offer in circumstances under paragraph (a)(ii), (a)(iii), (a)(iv), (a)(v) and (b)(ii)
above, the number of Offer Shares allocated to the International Placing will be
correspondingly reduced.

References in this prospectus to applications, Application Forms, application monies or to
the procedure for application relate solely to the Hong Kong Public Offer.

Applications

The Sole Global Coordinator (for itself and on behalf of the Hong Kong Underwriters) may
require any investor who has been offered Offer Shares under the International Placing, and
who has made an application under the Hong Kong Public Offer to provide sufficient
information to the Sole Global Coordinator so as to allow it to identify the relevant applications
under the Hong Kong Public Offer and to ensure that it is excluded from any application for
Offer Shares under the Hong Kong Public Offer.

Each applicant under the Hong Kong Public Offer will also be required to give an
undertaking and confirmation in the application submitted by him that he and any person for
whose benefit he is making the application have not applied for or taken up, or indicated an
interest for, and will not apply for or take up, or indicate an interest for, any Offer Shares under
the International Placing, and such applicant’s application is liable to be rejected if the said
undertaking or confirmation is breached or untrue (as the case may be) or it has been or will
be placed or allocated Offer Shares under the International Placing.

References in this prospectus to applications, Application Forms, application monies or
the procedure for application relate solely to the Hong Kong Public Offer.

THE INTERNATIONAL PLACING
Number of Offer Shares offered

The number of the Offer Shares to be initially offered for subscription by our Company
under the International Placing will be 315,000,000 Shares, representing 90% of the Offer
Shares under the Global Offering (not taking into account the Over-allotment Option). The
International Placing is subject to the Hong Kong Public Offer becoming unconditional.

Allocation

Pursuant to the International Placing, the International Underwriters will conditionally
place the Shares with institutional and professional investors and other investors expected to
have a sizeable demand for the International Placing Shares in Hong Kong and other
jurisdictions outside the United States in reliance on Regulation S of the Securities Act.
Allocation of the International Placing Shares pursuant to the International Placing will be
effected in accordance with the “book-building” process described in the subsection headed
“Pricing and Allocation” in this section and based on a number of factors, including the level
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and timing of demand, total size of the relevant investor’s invested assets or equity assets in
the relevant sector and whether or not it is expected that the relevant investor is likely to buy
further Shares, and/or hold or sell its International Placing Shares after the Listing. Such
allocation is intended to result in a distribution of the International Placing Shares on a basis
which would lead to the establishment of a stable shareholder base to the benefit of our
Company and the Shareholders as a whole.

OVER-ALLOTMENT OPTION

Our Company is expected to grant to the International Underwriters the Over-allotment
Option, exercisable by the Sole Global Coordinator on behalf of the International Underwriters
at any time and from time to time from the Listing Date, up to (and including) the date which
is the 30th day after the last day for lodging of Application Forms under the Hong Kong Public
Offer. An announcement will be made in the event that the Over-allotment Option is exercised.
Pursuant to the Over-allotment Option, our Company may be required to sell up to 52,500,000
Shares, representing 15% of the maximum number of Offer Shares initially available under the
Global Offering, at the Offer Price.

STOCK BORROWING ARRANGEMENT

In order to facilitate the settlement of over-allocations in connection with the Global
Offering, the Stabilising Manager may choose to borrow, whether on its own or through any
person acting for it, up to 52,500,000 Shares (being the maximum number of Shares which
may be issued or sold upon exercise of the Over-allotment Option) from Arling Investment
pursuant to the Stock Borrowing Agreement, and/or acquire Shares from other sources,
including the exercise of the Over-allotment Option.

If such stock borrowing arrangement with Arling Investment is entered into, it will only be
effected by the Stabilising Manager or any person acting for it for settlement of over-allocation
in the International Placing and such arrangement is not subject to the restrictions of Rule
10.07(1)(a) of the Listing Rules provided that the requirements set forth in Rule 10.07(3) of the
Listing Rules are complied with. The same number of Shares so borrowed must be returned
to Arling Investment or its nominees, as the case may be, on or before the third Business Day
following the earlier of (i) the last day on which the Over-allotment Option may be exercised,
(ii) the day on which the Over-allotment Option is exercised in full, or (iii) such earlier time as
may be agreed in writing between the Stabilising Manager and Arling Investment. The stock
borrowing arrangement will be effected in compliance with all applicable laws, rules and
regulatory requirements. No payment will be made to Arling Investment by the Stabilising
Manager or any person acting for it in relation to such stock borrowing arrangement.

STABILISATION
Stabilisation is a practice used by underwriters in some markets to facilitate the

distribution of securities. To stabilise, the underwriters may bid for, or purchase, the new
securities in the secondary market during a specified period of time to retard and, if possible,

— 358 —



STRUCTURE OF THE GLOBAL OFFERING

prevent any decline in the market price of the securities below the offer price. In Hong Kong,
activity aimed at reducing the market price is prohibited and the price at which stabilisation is
effected is not permitted to exceed the offer price.

In connection with the Global Offering, Elstone Securities, as Stabilising Manager, or any
person acting for it, on behalf of the Underwriters, may, to the extent permitted by applicable
laws of Hong Kong or elsewhere, over-allocate or effect any other transactions with a view to
stabilising or maintaining the market price of the Offer Shares at a level higher than that which
might otherwise prevail in the open market for a limited period after the Listing Date. Any
market purchases of Shares will be effected in compliance with all applicable laws and
regulatory requirements. However, there is no obligation on Stabilising Manager or any person
acting for it to conduct any such stabilising activity, which if commenced, will be done at the
absolute discretion of Stabilising Manager and may be discontinued at any time. Any such
stabilising activity is required to be brought to an end within 30 days of the last day for the
lodging of applications under the Hong Kong Public Offer. The number of Offer Shares that
may be over-allocated will not exceed the number of Offer Shares that may be sold under the
Over-allotment Option, namely, 52,500,000 Offer Shares, which is 15% of the Offer Shares
initially available under the Global Offering.

Stabilising action permitted in Hong Kong pursuant to the Securities and Futures (Price
Stabilising) Rules (Chapter 571W of the Laws of Hong Kong) includes: (i) over-allocation for
the purpose of preventing or minimising any reduction in the market price of the Shares; (ii)
selling or agreeing to sell the Offer Shares so as to establish a short position in them for the
purpose of preventing or minimising any reduction in the market price of the Offer Shares; (iii)
purchasing or subscribing for, or agreeing to purchase or subscribe for, the Offer Shares
pursuant to the Over-allotment Option in order to close out any position established under (i)
or (ii) above; (iv) purchasing, or agreeing to purchase, any of the Offer Shares for the sole
purpose of preventing or minimising any reduction in the market price of the Shares; (v) selling
or agreeing to sell any Offer Shares in order to liquidate any position held as a result of those
purchases; and (vi) offering or attempting to do anything described in (ii), (iii), (iv) or (v).

Stabilising action by the Stabilising Manager, or any person acting for it, will be entered
into in accordance with the laws, rules and regulations in place in Hong Kong on stabilisation.

Specifically, prospective applicants for and investors in the Shares should note that:

° the Stabilising Manager, or any person acting for it, may, in connection with the
stabilising action, maintain a long position in the Shares;

° there is no certainty regarding the extent to which and the time period for which
Stabilising Manager, or any person acting for it, will maintain such a position;

° liquidation of any such long position by Stabilising Manager may have an adverse
impact on the market price of the Shares;
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° no stabilising action can be taken to support the price of the Shares for longer than
the stabilising period which will begin on the Listing Date following announcement of
the Offer Price, and is expected to expire on the last business day immediately
before the 30th day after the last date for lodging applications under the Hong Kong
Public Offer. After this date, when no further stabilising action may be taken, demand
for the Shares, and therefore the price of the Shares, could fall;

o the price of the Shares cannot be assured to stay at or above the Offer Price either
during or after the stabilising period by taking of any stabilising action; and

° stabilising bids may be made or transactions effected in the course of the stabilising
action at any price at or below the Offer Price, which means that stabilising bids may
be made or transactions effected at a price below the price paid by applicants for, or
investors in, the Shares.

Our Company will ensure or procure that a public announcement in compliance with the
Securities and Futures (Price Stabilising) Rules (Chapter 571W of the Laws of Hong Kong) will
be made within seven days of the expiration of the stabilising period.

In connection with the Global Offering, Stabilising Manager may over-allocate up to and
not more than an aggregate of 52,500,000 additional Shares and cover such over-allocations
by exercising the Over-allotment Option, or by making purchases in the secondary market at
prices that do not exceed the Offer Price or a combination of these means.

SHARES WILL BE ELIGIBLE FOR CCASS

All necessary arrangements have been made enabling the Shares to be admitted into
CCASS. If the Stock Exchange grants the listing of, and permission to deal in, the Shares and
our Company complies with the stock admission requirements of HKSCC, the Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with
effect from the date of commencement of dealings in the Shares on the Stock Exchange or any
other date HKSCC chooses. Settlement of transactions between participants of the Stock
Exchange is required to take place in CCASS on the second business day after any trading
day. All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time.

DEALING ARRANGEMENTS
Assuming that the Hong Kong Public Offer becomes unconditional at or before 8:00 a.m.
in Hong Kong on Friday, 12 July 2019, it is expected that dealings in the Shares on the Stock

Exchange will commence at 9:00 a.m. on Friday, 12 July 2019. The Shares will be traded in
board lots of 2,000 Shares each and the stock code of the Company is 1977.
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1. HOW TO APPLY

If you apply for Hong Kong Offer Shares, then you may not apply for or indicate an interest
for International Placing Shares.

To apply for Hong Kong Offer Shares, you may:

° use a WHITE or YELLOW Application Form;

° apply online via the HK elPO White Form at www.hkeipo.hk; or

o electronically cause HKSCC Nominees to apply on your behalf.

None of you or your joint applicant(s) may make more than one application, except where
you are a nominee and provide the required information in your application.

Our Company, the Sole Global Coordinator, the HK elPO White Form Service Provider
and their respective agents may reject or accept any application in full or in part for any reason
at their discretion.

2. WHO CAN APPLY

You can apply for Hong Kong Offer Shares on a WHITE or YELLOW Application Form if
you or the person(s) for whose benefit you are applying:

are 18 years of age or older;

° have a Hong Kong address;

o are outside the United States, and are not a United States Person (as defined in
Regulation S under the U.S. Securities Act); and

o are not a legal or natural person of the PRC.

If you apply online through the HK elPO White Form, in addition to the above, you must
also: (i) have a valid Hong Kong identity card number and (ii) provide a valid e-mail address
and a contact telephone number.

If you are a firm, the application must be in the individual members’ names. If you are a
body corporate, the application form must be signed by a duly authorised officer, who must
state his representative capacity, and stamped with your corporation’s chop.

If an application is made by a person under a power of attorney, our Company and the

Sole Global Coordinator may accept it at its discretion and on any conditions it thinks fit,
including evidence of the attorney’s authority.

— 361 —



HOW TO APPLY FOR THE HONG KONG OFFER SHARES

The number of joint applicants may not exceed four and they may not apply by means of
HK elPO White Form for the Hong Kong Offer Shares.

Unless permitted by the Listing Rules, you cannot apply for any Hong Kong Offer Shares
if you are:

an existing beneficial owner of Shares in our Company and/or any of our
subsidiaries;

a Director or chief executive officer of our Company and/or any of our subsidiaries;
a close associate (as defined in the Listing Rules) of any of the above;

a core connected person (as defined in the Listing Rules) of our Company or will
become a core connected person of our Company immediately upon completion of
the Global Offering; and

have been allocated or have applied for or indicated an interest in any offer shares
under the International Placing.

3. APPLYING FOR HONG KONG OFFER SHARES

Which Application Channel to Use

For Hong Kong Offer Shares to be issued in your own name, use a WHITE Application
Form or apply online through www.hkeipo.hk.

For Hong Kong Offer Shares to be issued in the name of HKSCC Nominees and deposited
directly into CCASS to be credited to your or a designated CCASS Participant’s stock account,
use a YELLOW Application Form or electronically instruct HKSCC via CCASS to cause
HKSCC Nominees to apply for you.

Where to Collect the Application Forms

You can collect a WHITE Application Form and a prospectus during normal business
hours from 9:00 a.m. on Friday, 28 June 2019 until 12:00 noon on Thursday, 4 July 2019 from:

(i)

any of the following addresses of the Hong Kong Underwriters:

Elstone Securities Limited

Suite 1601-04, 16/F, West Tower, Shun Tak Centre,168-200 Connaught Road
Central, Hong Kong

BOCOM International Securities Limited
9th Floor, Man Yee Building, 68 Des Voeux Road Central, Hong Kong

China Tonghai Securities Limited
18/F, China Building, 29 Queen’s Road Central, Hong Kong
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GLAM Capital Limited
Rooms 908-911, 9/F Nan Fung Tower, 88 Connaught Road Central, Hong Kong

(i) any of the following branches of the receiving bank:

Bank of China (Hong Kong) Limited

District Branch Name Address
Hong Kong Island . Central District (Wing On B/F-2/F, Wing On House,
House) Branch 71 Des Voeux Road Central,
Hong Kong
King’s Road Branch 131-133 King’s Road,
North Point, Hong Kong
Taikoo Shing Branch Shop P1025-1026,

Chi Sing Mansion,
Taikoo Shing, Hong Kong
Kowloon ................ Kwun Tong Plaza Branch G1 Kwun Tong Plaza,
68 Hoi Yuen Road,
Kwun Tong, Kowloon
Mong Kok Branch 589 Nathan Road,
Mong Kok, Kowloon

You can collect a YELLOW Application Form and a prospectus during normal business
hours from 9:00 a.m. on Friday, 28 June 2019 until 12:00 noon on Thursday, 4 July 2019 from
the Depository Counter of HKSCC at 1/F, One & Two Exchange Square, 8 Connaught Place,
Central, Hong Kong or from your stockbroker.

Time for Lodging Application Forms

Your completed WHITE or YELLOW Application Form, together with a cheque or a
banker’s cashier order attached and marked payable to “BANK OF CHINA (HONG KONG)
NOMINEES LIMITED - ANALOGUE HOLDINGS PUBLIC OFFER” for the payment, should be
deposited in the special collection boxes provided at any of the designated branches of the
receiving bank listed above, at the following times:

Friday, 28 June 2019 — 9:00 a.m. to 5:00 p.m.
Saturday, 29 June 2019 — 9:00 a.m. to 1:00 p.m.
Tuesday, 2 July 2019 — 9:00 a.m. to 5:00 p.m.
Wednesday, 3 July 2019 — 9:00 a.m. to 5:00 p.m.
Thursday, 4 July 2019 — 9:00 a.m. to 12:00 noon

The application lists will be open from 11:45 a.m. to 12:00 noon on Thursday, 4 July 2019,
the last application day or such later time as described in the subsection heade