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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 under “Appendix V — Documents Delivered to the Registrar of Companies in Hong Kong
and Available for Inspection” to this prospectus, has been registered with 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 as to the contents of this prospectus or any of the other documents referred to above.

The Offer Price is expected to be determined by an agreement between our Company (acting for itself and on behalf of the Selling Shareholder) and AOCL (acting for
itself and on behalf of the Underwriters) on the Price Determination Date or such later date as may be agreed by our Company (acting for itself and on behalf of the
Selling Shareholder) and AOCL (acting for itself and on behalf of the Underwriters). The Offer Price will be not more than HK$0.4 per Offer Share and is currently
expected to be not less than HK$0.35 per Offer Share, unless otherwise announced. Investors applying for Public Offer Shares must pay in full, on application, the
maximum Offer Price of HK$0.4 per Offer Share, together with brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005%, subject
to refund if the Offer Price is lower than HK$0.4 per Offer Share.

AOCL (acting for itself and on behalf of the Underwriters) may reduce the number of the Offer Shares and/or the indicative Offer Price range stated in this
prospectus at any time on or prior to the morning of the last day for lodging applications under the Public Offer. In such case, a notice of the reduction of the
number of the Offer Shares and/or the indicative Offer Price range will cause to be posted on the website of the Stock Exchange at www.hkexnews.hk and our
website at www.sanrochk.com not later than the morning of the last day for lodging applications under the Public Offer. -

If, for any reason, the Offer Price is not agreed between our Company (acting for itself and on behalf of the Selling Shareholder) and AOCL (acting for itself
and on behalf of the Underwriters) on or before Tuesday, 7 February 2017, the Share Offer will not proceed and will lapse.

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

Pursuant to certain provisions contained in the Underwriting Agreements in respect of the Offer Shares, AOCL (acting for itself and on behalf of the
Underwriters) has the right in certain circumstances, in its absolute discretion, to terminate the obligations of the Underwriters pursuant to the Underwriting
Agreements at any time prior to 8:00 a.m. (Hong Kong time) on the day on which dealings in the Shares first commence on the Stock Exchange. Further details
of the terms of such provisions are set out in the section headed “Underwriting” in this prospectus. It is important that you refer to that section for further details.

The Offer Share have not been and will not be registered under the U.S. Securities Act and may not be offered, sold, pledged or transferred within the United States or
to, or for the account or benefit of U.S persons, without registration or an exemption from registration under the U.S. Securities Act.

27 January 2017



EXPECTED TIMETABLE®

If there is any change in the following expected timetable of the Share Offer, we will issue an

announcement to be published on the website of the Stock Exchange at www.hkexnews.hk and our

website at www.sanrochk.com.

Latest time to complete electronic applications under

HK eIPO White Form service through the
)

designated website at www.hkeipo.hk*~ . ... ... ... .

)

Application lists open™® . ... .. ... ... ... .. ... ...

Latest time to lodge WHITE and YELLOW
Application Forms and to give electronic

application instructions to HKSCC® .. ... ... . .....

Latest time to complete payment of HK eIPO White
Form applications by effecting internet banking

transfer(s) or PPS payment transfer(s) . ..............

Application lists close . .......... ... ... . .. . .. ... ..

5)

Expected Price Determination Date™ ................

Announcement of the final Offer Price, the level of
indications of interest in the Placing, the level of
applications in the Public Offer and the basis of
allocation of the Public Offer Shares to be
published on the website of the Company at
www.sanrochk.com and the website of the Stock

Exchange at www.hkexnews.hk on ................

Results of allocations in the Public Offer (with
successful applicants’ identification document
numbers, where applicable) to be available
through a variety of channels (see the section
headed “How to Apply for Public Offer Shares —
11. Publication of Results” in this prospectus)

from . ...

Results of allocations in the Public Offer will be
available at www.tricor.com.hk/ipo/result with a

“search by ID Number/Business Registration

Number” function from .........................

20171

11:30 a.m. on Friday, 3 February

11:45 a.m. on Friday, 3 February

12:00 noon on Friday, 3 February

12:00 noon on Friday, 3 February

12:00 noon on Friday, 3 February

............... Monday, 6 February

.............. Thursday, 9 February

.............. Thursday, 9 February

.............. Thursday, 9 February



EXPECTED TIMETABLE®

Despatch/Collection of Share certificates in respect
of wholly or partially successful applications
pursuant to the Public Offer on or about®™ . .. .. .. .. ... ... ... .. .. Thursday, 9 February

Despatch/Collection of HK eIPO White Form
e-Auto Refund payment instructions/refund
cheques in respect of wholly or partially
successful applications if the final Offer Price
is less than the price payable on application
(if applicable) and wholly or partially
unsuccessful applications pursuant
to the Public Offer on or about® . ... ... .. .. ... ... ............. Thursday, 9 February

Dealings in the Shares on the Stock Exchange
expected tO COMMENCE ON . . . v v vttt e e e e e e et e et et e Friday, 10 February

Notes:

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

2. You will not be permitted to submit your application to HK eIPO White Form Service Provider 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.

3. If there is a “black” rainstorm warning signal or a tropical cyclone warning signal number 8 or above is in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on Friday, 3 February 2017, the application lists will not open or
close on that day. For further information please refer to the section headed “How to Apply for Public Offer Shares —
10. Effect of Bad Weather on the Opening of the Application Lists” in this prospectus.

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

5. The Offer Price is expected to be determined by an agreement between our Company (acting for itself and on behalf of
the Selling Shareholder) and AOCL (acting for itself and on behalf of the Underwriters) on Monday, 6 February 2017.
The Offer Price will be not more than HK$0.4 per Offer Share and is currently expected to be not less than HK$0.35
per Offer Share, unless otherwise announced. Investors applying for Public Offer Shares must pay in full, on application,
the maximum Offer Price of HK$0.4 per Offer Share, together with brokerage of 1%, SFC transaction levy of 0.0027%
and Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price is lower than HK$0.4 per Offer Share.

AOCL (acting for itself and on behalf of the Underwriters) may, with our consent, reduce the number of the Offer Shares
and/or the indicative Offer Price range stated in this prospectus at any time prior to the morning of the last day for
lodging applications under the Public Offer. In such case, a notice of the reduction of the number of the Offer Shares
and/or the indicative Offer Price range will cause to be published on the website of stock Exchange of www.hkexnews.hk
and on the website of our Company at www.sanrochk.com, not later than the morning of the last day for lodging
applications under the Public Offer. If, for any reason, the Offer Price is not agreed between our Company (acting for
itself and on behalf of the Selling Shareholder) and AOCL (acting for itself and on behalf of the Underwriters) on or
before Tuesday, 7 February 2017, the Share Offer will not proceed and will lapse.
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6. Applicants who apply with WHITE Application Forms or through HK eIPO White Form service for 1,000,000 or more
Public Offer Shares under the Public Offer and have provided all information required by their Application Forms, they
may collect their refund cheques (if applicable) and share certificates (if applicable) in person from our Hong Kong
Branch Share Registrar, Tricor Investor Services Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong from 9:00 a.m. to 1:00 p.m. on Thursday, 9 February 2017. Applicants being individuals who are eligible for
personal collection must not authorise any other person to make collection on their behalf. Applicants being corporations
who are eligible for personal collection must attend by their authorised representatives bearing a letter of authorisation
from their corporation stamped with the corporation’s chop. Both individuals and authorised representatives of
corporations must produce, at the time of collection, identification and documents (where applicable) acceptable to our
Hong Kong Branch Share Registrar.

Applicants who apply with YELLOW Application Forms for 1,000,000 or more Public Offer Shares under the Public
Offer and have provided all information required by their Application Forms, they may collect their refund cheques
(where relevant) in person but may not collect their share certificates, which will be deposited into CCASS for credit
to their designated CCASS Participants’ stock accounts or CCASS Investor Participant stock accounts, as appropriate.
The procedures for collection of refund cheques for YELLOW Application Form applicants are the same as those for
WHITE Application Form applicants.

Uncollected share certificates (if applicable) and refund cheques (if applicable) will be despatched by ordinary post and
at the own risk of the applicants shortly after the expiry of the time for collection at the date of despatch of share
certificates and refund cheques as described in the section headed “How to Apply for Public Offer Shares — 14.

Despatch/Collection of Share Certificates and Refund Monies” in this prospectus.

7. Share certificates for the Offer Shares are expected to be issued on or about Thursday, 9 February 2017 but will only
become valid certificates of title provided that the Share Offer becomes unconditional in all respects and neither of the
Underwriting Agreements has been terminated in accordance with its terms before 8:00 a.m. on the Listing Date.

Particulars of the structure of the Share Offer, including the conditions thereto, are set out
in the section headed “Structure and Conditions of the Share Offer” in this prospectus.

Share certificates will only become valid certificates of title of the Shares to which they
relate provided that the Share Offer has become unconditional in all respect and neither of the
Underwriting Agreements has been terminated in accordance with its terms at any time prior to
8:00 a.m. on the Listing Date. Investors who trade the Shares prior to the receipt of share
certificates or prior to the share certificates becoming valid certificates of title do so entirely at

their own risk.

— iii —
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SUMMARY

BUSINESS OVERVIEW

Our Group provides (i) trading of construction machinery, which are mainly foundation
machinery and drilling accessories; (ii) leasing of construction machinery, which are mainly power
and energy machinery; and (iii) the provision of local transportation services. The following table sets
out our revenue by business segments:

For the four
months ended
For the year ended 31 March 31 July

2014 2015 2016 2016

Revenue % of total ~ Revenue % of total ~ Revenue % of total — Revenue % of total
HK$’000 revenue  HK$'000 revenue  HK$'000 revenue  HK$'000 revenie

Trading of construction

machinery
Trading of foundation
machinery 17,484 15.5 73,609 35.5 62,261 30.3 20,732 35.4
Trading of drilling accessories 56,066 49.7 72,883 35.1 64,696 31.5 11,862 20.3
Others 7,797 6.9 8,239 4.0 10,171 5.0 — —
81,347 72.1 154,731 74.6 137,128 66.8 32,594 55.7
Leasing of construction
machinery
Leasing of power generator 24,158 21.4 33,189 16.0 43,635 21.2 16,024 27.4
Leasing of air compressor 2,587 2.3 10,939 5.3 11,100 5.4 3,062 5.2
Leasing of foundation
machinery 3,872 3.4 7,626 3.6 7,829 3.9 2,566 4.4
Leasing of other machinery 314 0.3 306 0.1 2,479 1.2 994 1.7
Other services 556 0.5 743 0.4 1,950 0.9 759 1.3
31,487 279 52,803 25.4 66,993 32.6 23,405 40.0
Transportation Services — — — — 1,318 0.6 2,485 4.3
Total 112,834 100.0 207,534 100.0 205,439 100.0 58,484 100.0

Our history can be traced back to 1991 when Mr. Siu, our founder and executive Director with
more than 25 years of experience in the industry, acquired 49.99% of shares of Sanetech Limited
(which is now known as Santech Transportation) to develop foundation machinery trading business in
Hong Kong. We possess a comprehensive portfolio of products, including RCD machines, casing
oscillators, casing rotators, drilling rigs, and all related accessories. We are pleased to offer our
extensive value-added services to our customers in construction machinery trading business. We then
expanded our business into power and energy machinery leasing market in 2003 and transportation
services in 2015. We maintained a leasing fleet including 618 power generators, 32 air compressors
and eight foundation machines as at the Latest Practicable Date. We carried a wide range of power
generators of different output rate ranging from 25kVA to 400kVA and air compressors of different
output rate ranging from 175cfm to 1,119cfm as at the Latest Practicable Date. We provide our
transportation services by leasing of our crane lorries along with driver on a daily, monthly, trip or
job basis. As at the Latest Practicable Date, we had 11 crane lorries in operation with lifting capacity
ranging from 17 to 55 tonnes.
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In respect of our construction machinery trading business, we focus on the trading of foundation
machinery and drilling accessories, both of which are primarily used at the early stages of construction
projects such as site formation and foundation works. Foundation machinery can be divided into three
categories, namely (i) piling machines; (ii) DTH drilling rigs; and (iii) bored pile machines. Drilling
accessories are essential components being attached to and used together with foundation machinery
which directly affect the functionality of the machinery. We source construction machinery mainly
from overseas manufacturers located in South Korea, Japan, Germany, Sweden and Italy.

In respect of our construction machinery leasing business, we focus on the leasing of power and
energy machinery which are used to provide energy or power for operation in construction sites. The
main focus of our leasing fleet is power generators which contributed approximately 76.7%, 62.9%,
65.1% and 68.5% of our leasing revenue during the Track Record Period. The overall utilisation rate
for our leasing machinery was approximately 93.2%, 91.8%, 88.8% and 83.8% for the three years
ended 31 March 2016 and the four months ended 31 July 2016.

Our Directors maintain regular contact with contractors of the construction industry to keep
abreast of construction market trends. When our customers need to purchase or lease construction
machinery, they would approach us and request for our quotation.

Pricing

Regarding our construction machinery trading business, we generally price our foundation
machinery and drilling accessories based on a cost-plus approach. We would also take into
consideration various major factors including the supply and demand of similar products in the
market, origins and specifications, and the lead time of delivery.

Regarding our construction machinery leasing business, we set our leasing fees according to
various factors including (i) the purchase cost of the construction machinery; (ii) the capacity and
model of the construction machinery; (iii) length of the leasing period; (iv) working condition of the
site; and (v) credibility of the customer. Likewise, we take into account the aforesaid factors when
pricing our transportation services.

Our customers and suppliers

We sourced our construction machinery from construction machinery manufacturers across the
world, including some of the major players in the industry located in South Korea, Japan, Germany,
Sweden and Italy. Our Directors believe that we have developed a close and stable working
relationship with our major suppliers. We have business relationship with most of our five largest
customers for over five years and entered into long term exclusive dealership arrangements with five
of our suppliers as at the Latest Practicable Date. For the three years ended 31 March 2016 and the
four months ended 31 July 2016, purchases from our five largest suppliers amounted to approximately
56.2%, 76.5%, 59.5% and 84.1% of our total purchases of machinery, respectively.

Our customers include construction companies engaged in construction works in Hong Kong.
Our major customers include well-established construction companies, and we have a long business
relationship with some of them for over ten years. For the three years ended 31 March 2016 and the
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four months ended 31 July 2016, revenue from our five largest customers accounted for approximately
60.4%, 54.7%, 59.3% and 54.4% of our total revenue respectively. During the same periods, revenue
from our largest customer was approximately HK$30.9 million, HK$48.6 million, HK$43.2 million
and HK$10.6 million, respectively, accounted for approximately 27.4%, 23.4%, 21.0% and 18.2% of

our total revenue.

UTILISATION RATE OF MAJOR MACHINERY IN OUR LEASING FLEET

The overall utilisation rate for our leasing machinery was approximately 93.2%, 91.8%, 88.8%
and 83.8% for the three years ended 31 March 2016 and the four months ended 31 July 2016,
respectively. The following table sets out the details of our leasing machinery by category and output
range during the Track Record Period:

As at/for the four

As at/for the year ended 31 March months ended 31 July
2014 2015 2016 2016
Number of Utilisation Number of Utilisation Number of Utilisation Number of Utilisation
unit  rate (%) unit  rate (%) unit  rate (%) unit  rate (%)
Power generators
@) 45 kVA — 100 kVA 53 90.0 80 89.3 81 80.2 79 93.7
(ii) 125 kVA — 220 kVA 186 96.3 316 94.2 360 90.9 381 79.6
(iii) 300 kVA — 500 kVA 89 96.3 95 92.9 114 93.9 123 91.9
Air compressors
(i) 175 c¢fm — 390 cfm 12 79.2 12 84.5 11 74.3 11 72.1
(i) 900 c¢fm — 1,119 cfm 16 61.6 39 86.6 24 88.0 24 93.0
Foundation machinery 5 37.6 8 49.1 6 36.0 6 41.7
Total / Overall 361 93.2 550 91.8 596 88.8 624 83.8

For further details, please refer to the section headed “Business — Our Leasing Fleet” in this

prospectus.

COMPETITIVE LANDSCAPE OF CONSTRUCTION MACHINERY TRADING AND LEASING
MARKET IN HONG KONG

According to the F&S Report, we were the third largest construction machinery trading company
in Hong Kong with market share of 4.1% in 2015. The construction machinery trading market in Hong
Kong had a total revenue of HK$3,305.8 million in 2015. There were approximately 50 competitors
in Hong Kong’s construction machinery trading market with at least HK$10 million of annual trading
revenue in 2015. The trading revenue of the five largest players accounted for 50.8% of the total

market size of the construction machinery trading market in 2015.
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According to the F&S Report, we were also the second largest power and energy machinery
leasing company in Hong Kong with market share of approximately 8.9% in 2015. Power and energy
machinery leasing market had a fast growth from HK$234.3 million to HK$612.7 million at a CAGR
of 21.2% from 2010 to 2015. In 2015, there were nearly 20 competitors in Hong Kong’s power and
energy machinery leasing market with at least HK$3 million of annual leasing revenue. The leasing
revenue of the five largest players accounted for 38.0% of the total market size of the power and

energy machinery leasing market in 2015.

COMPETITIVE STRENGTH

We believe that our competitive strengths will enable us to maintain our position as one of the
active market players in the Hong Kong construction machinery industry. Our competitive strengths
include the following:

1. a well-established market presence and continuous development in the Hong Kong

construction machinery industry;

2. market leader with large and well-maintained leasing fleet;

3. know-how in foundation mechanical technology;

4.  professional operation and technical support by our experienced technical team; and

5. stable relationship with our major customers and suppliers.

Details of our Group’s competitive strengths are set out in the section headed “Business —

Competitive Strengths”.

BUSINESS STRATEGIES

We intend to further strengthen our position in construction machinery industry by pursuing the
following strategies:

° strengthen our position as one of the market leaders in power and energy machinery leasing

market in Hong Kong through replacement and expansion of our leasing fleet;

° expand and develop our transportation services; and
° recruit and expand our team of technical personnel and strengthen staff training.
Details of our Group’s business strategies are set out in the section headed “Business — Our

Strategies and Future Plans”.
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FINANCIAL INFORMATION

Selected data in the combined statements of comprehensive income, combined balance sheets and

combined statements of cash flows

For the year For the four months
ended 31 March ended 31 July
2014 2015 2016 2015 2016
HK$’000 HK$’000 HK$’000 HK$’000 HKS$’000
(Unaudited)

Revenue 112,834 207,534 205,439 81,326 58,484

Gross profit 27,260 53,382 57,962 19,135 18,727
Profit and total comprehensive income
attributable to equity holders of the

Company 12,563 29,447 32,985 10,071 5,583

As at As at

As at 31 March 31 July 30 November

2014 2015 2016 2016 2016

HK$’000 HK$’000 HK$°000 HK$’000 HK$’000

(unaudited)

Total current assets 40,359 70,736 93,294 92,991 107,277

Total current liabilities 52,229 84,442 84,150 90,009 116,443

Net current

assets/(liabilities) ™o (11,870) (13,706) 9,144 2,982 (9,166)

Non-current assets 78,213 114,038 136,042 148,041 153,269

Non-current liabilities 10,333 14,875 26,744 26,998 25,361

Total equity 56,010 85,457 118,442 124,025 118,742

Note: As at 31 March 2014, 2015 and 30 November 2016, being the latest practicable date to determine our Group’s

indebtedness, our Group had net current liabilities of approximately HK$11.9 million, HK$13.7 million and HK$9.2
million respectively. Our Group’s net current liabilities as at 31 March 2014 and 2015 and 30 November 2016 has arisen
principally out of our Group’s business expansion during the relevant years involving the material additions to our
leasing fleet by means of purchases of machinery and equipment. For the years ended 31 March 2014 and 2015 and the
four months ended 31 July 2016, our Group’s purchases of machinery and equipment amounted to HK$24.4 million,
HK$61.4 million and HK$19.7 million, respectively. Due to the nature of our business, our Group finance these material
additions to our leasing fleet by means of primarily utilization of positive cash flow from our operations and draw down
of bank borrowings, as well as, to a lesser extent, bank overdrafts and finance leases. In addition, our Group also made
use of bank borrowings for the financing of working capital. As all material additions to our leasing fleet were classified
as non-current assets, while a large portion of the borrowings used for financing the purchases of machinery and
equipment and working capital requirements were classified as current liabilities, the material additions to our leasing
fleet has contributed to the incurrence of net current liabilities of our Group for the relevant financial years. Please refer
to “Financial Information — Current assets and liabilities” in this prospectus for further information on the Group’s net

current assets / liabilities position during the Track Record Period and as at 30 November 2016.
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Key financial ratios

The following table below sets forth our key financial ratios for the year/period and as of the
dates indicated:

For the four
months ended/
For the year ended/As at 31 March  As at 31 July

2014 2015 2016 2016
Current ratio 0.8 0.8 1.1 1.0
Gearing ratio®™°'® 27.9% 19.2% 32.4% 36.8%
Debt to equity ratio 23.9% N/A N/A N/A
Interest coverage 31.7 56.2 441 17.7
Return on total assets 10.6% 15.9% 14.4% 2.3%
Return on equity 22.4% 34.5% 27.8% 4.5%

Note: Gearing ratio is calculated based on the total debt (including all borrowings and finance lease payables) divided by the

total equity as at the respective year end and multiplied by 100%.
Revenue

Our revenue increased by approximately 83.9% from approximately HK$112.8 million for the
year ended 31 March 2014 to approximately HK$207.5 million for the year ended 31 March 2015, and
slightly decreased by approximately 1.0% to approximately HK$205.4 million for the year ended 31
March 2016. The trend was mainly due to the sourcing of a few high value crawler cranes, which is
not usually offered by us, upon special request from one of our major customers during the year ended
31 March 2015. As a result, we recorded a higher revenue from our trading business for the year ended
31 March 2015.

Our Group’s revenue decreased by approximately HK$22.8 million, or approximately 28.1%,
from approximately HK$81.3 million for the four months ended 31 July 2015 to approximately
HK$58.5 million for the four months ended 31 July 2016. It was mainly due to the drop in trading of
construction machinery of approximately HK$28.5 million, which was in line with the current industry
trend of customers favouring leasing over purchasing in the current market as illustrated in the F&S
Report, and was partially offset by the growth in leasing of construction machinery of approximately
HK$3.2 million simultaneously.

Gross profit margin

Our gross profit were approximately HK$27.3 million, HK$53.4 million, HK$58.0 million,
HK$19.1 million and HK$18.7 million for the three years ended 31 March 2016 and for the four
months ended 31 July 2015 and 2016 respectively. Our gross profit margin remained stable at
approximately 24.2% and 25.7% for the year ended 31 March 2014 and 2015 respectively, and
increased to 28.2% for the year ended 31 March 2016 mainly due to the increased revenue contribution
of our leasing business, which had a higher gross profit margin as compared to our trading business,
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for the year ended 31 March 2016. Our Group’s gross profit margin were approximately 23.5% and
32.0% for the four months ended 31 July 2015 and 2016, and the growth was mainly attributable to
(1) the increased gross profit contribution from our leasing business, which had a higher gross profit
margin as compared to our trading business; and (ii) the improvement on the gross profit margin from
our trading business for the four months ended 31 July 2016. The following table sets forth below
shows the details of our Group’s gross profit and gross profit margin by business segments during the
Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
Gross Gross Gross Gross Gross Gross Gross Gross Gross Gross

profit profit profit profit profit profit profit profit profit profit
HK$’000 margin % HK$’000 margin % HK$'000 margin % HK$'000 margin % HK$’000 margin %

(unaudited)

Trading of
construction
machinery 14,042 17.3 27,098 17.5 27,394 20.0 10,295 16.8 8,030 24.6
Leasing of
construction
machinery 13,218 42.0 26,284 49.8 31,433 46.9 8,982 44.5 10,807 46.2
Transportation
services™ot®) — — — — (865) (65.6) (142) (887.5) (110) (4.4)
27,260 24.2 53,382 25.7 57,962 28.2 19,135 23.5 18,727 32.0

Note: Our transportation services commenced in July 2015.

Trade and bills receivable turnover days

Our average trade and bills receivable turnover days were approximately 84.8 days, 49.3 days,
56.1 days and 70.4 days for the three years ended 31 March 2016 and the four months ended 31 July
2016. The decrease in trade and bills receivable turnover days from 84.8 days as at 31 March 2014
to 49.3 days as at 31 March 2015 was due to the high opening balance of trade and bills receivable
for the year ended 31 March 2014. The increase in turnover days from 49.3 days as at 31 March 2015
to 56.1 days as at 31 March 2016 was due to more sales orders received near the end of the year ended
31 March 2016. The further increase in turnover days to 70.4 days as at 31 July 2016 was due to (i)
high balance as at 31 March 2016 due to sales order near the end of year ended 31 March 2016; and
(ii) the decline in revenue for the four months ended 31 July 2016.

Trade and bills payable turnover days

We recorded average trade and bill payables turnover days of approximately 73.7 days, 58.7
days, 72.8 days and 105.5 days for the three years ended 31 March 2016 and the four months ended
31 July 2016 respectively, which fall within the range of credit period granted by our suppliers. The
credit period granted by our suppliers was generally ranged from 10 to 60 days, where one of our
major suppliers granted us a credit period for up to two years during the Track Record Period.



SUMMARY

Cash flows

The following table sets forth a summary of our cash flows for the years indicated:

For the year For the four months
ended 31 March ended 31 July
2014 2015 2016 2015 2016
HK$’000 HK$'000 HK$'000 HK$000 HK$ 000
(unaudited)
Cash and cash equivalents
at 1 April 3,354 2,240 26,291 26,291 37,420
Net cash generated from/(used in)
operating activities 27,265 64,211 31,336 (26,539) 38,879
Net cash (used in)/generated from
investing activities (24,848) (57,631) (17,480) 4,974 (18,191)
Net cash (used in)/generated from
financing activities (3,531) 17,471 (2,727) 14,511 (13,788)
Net (decrease)/increase in cash and
cash equivalents (1,114) 24,051 11,129 (7,054) 6,900
Cash and cash equivalents
at 31 March/July 2,240 26,291 37,420 19,237 44,320

Cash flow generated from operating activities

Our cash outflow from operating activities is principally for purchase of construction machinery
and parts for trading purpose and other operational expenses relating to our operating activities.

Net cash flows generated from operating activities were approximately HK$31.3 million for the
year ended 31 March 2016. Such amount was mainly derived from operating cash flows before
movements in working capital of approximately HK$61.0 million, negatively adjusted for (i) the
increase in trade and bills receivables by approximately HK$10.1 million; (ii) the increase in
restricted cash by approximately HK$9.2 million; (iii) the decrease in accruals and other payables by
approximately HK$2.2 million; (iv) the decrease in trade and bills payable by approximately HK$1.8
million; and (v) the decrease in derivative financial instruments by approximately HK$2.0 million.

Net cash flows generated from operating activities were approximately HK$64.2 million for the
year ended 31 March 2015. Such amount was mainly derived from operating cash flows before
movements in working capital of approximately HK$57.9 million, positively adjusted for (i) the
increase in trade and bills payables by approximately HK$11.1 million; (ii) the decrease in trade and
bills receivables by approximately HK$3.1 million; and negatively adjusted for (iii) the increase in
inventories by approximately HK$7.7 million.
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Net cash flows generated from operating activities were approximately HK$27.3 million for the
year ended 31 March 2014. Such amount was mainly derived from operating cash flow before
movements in working capital of approximately HK$29.4 million, negatively adjusted for (i) the
increase in trade and bills receivables by approximately HK$6.7 million; and (ii) increase in
inventories by approximately HK$2.6 million; and positively adjusted for the (i) increase in trade and
bills payables by approximately HK$4.0 million; and (ii) the increase in accruals and other payables

of approximately HK$4.4 million.

Net cash flows generated from operating activities were approximately HK$38.9 million for the
four months ended 31 July 2016. Such amount was mainly derived from operating cash flows before
movements in working capital of approximately HK$16.2 million, positively adjusted for (i) the
increase in trade and bills payables of approximately HK$11.7 million; (ii) the decrease in trade and
bills receivables of approximately HK$5.7 million; (iii) the decrease in inventories of approximately

HK$4.2 million; and (iv) the increase in accruals and other payables of approximately HK$4.2 million.

Net cash flows used in operating activities were approximately HK$26.5 million for the four
months ended 31 July 2015. Such amount was mainly derived from increase in trade and bills
receivables of approximately HK$19.4 million, positively adjusted for (i) the increase in restricted
cash of approximately HK$16.9 million; (ii) the increase in inventories of approximately HK$7.4
million; (iii) the increase in deposits, prepayments and other receivables of approximately HK$6.2
million, and negatively adjusted for (i) operating cash flows before movements in working capital of
approximately HK$21.5 million; (ii) the increase in accruals and other payables of approximately
HK$1.9 million; and (iii) the increase in trade and bills payables of approximately HK$1.2 million.

LISTING EXPENSES

We estimate the total amount of expenses that will be incurred in connection with the Listing to
be approximately HK$25.3 million, including the underwriting commission of HK$4.7 million and
other listing expenses and fees (including SFC transaction levy and Stock Exchange trading fee) of
approximately HK$20.6 million. The Selling Shareholder shall bear the underwriting commission in
the amount of HK$0.8 million which represents the underwriting commission attributable to the sale
of the Sale Shares in the Placing. The remaining listing expenses, fees and underwriting commission
of approximately HK$24.5 million shall be borne by our Company, of which approximately HK$8.6
million is expected to be deducted from equity after the Listing. The remaining HK$15.9 million fees
and expenses have been or are expected to be charged to the profit or loss of our Group, of which
HK$2.1 million and HK$5.0 million were charged for the year ended 31 March 2016 and the four
months ended 31 July 2016, respectively, and HK$8.8 million will be recognised as expenses during
the remaining period of the year ending 31 March 2017.
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USE OF PROCEEDS

We intend to apply the net proceeds from the Share Offer, after deducting related underwriting
fees and estimated expenses borne by our Company in connection with the Share Offer and assuming
that the Over-allotment Option is not exercised at all and an Offer Price of HK$0.375, being the
mid-point of the Offer Price range, of approximately HK$88.0 million as follows:

From the
Latest
Practicable Six months ending
Date to 30 30 30
31 March  September 31 March  September 31 March  September
2017 2017 2018 2018 2019 2019 Total Percentage
HKS$ million HKS$ million HK$ million HKS$ million HKS$ million HK$ million HKS$ million %
Expansion of our leasing
fleet 15.1 12.3 7.2 5.7 4.8 3.0 48.1 54.7
Expansion of our
transportation fleet 7.7 6.6 6.4 5.9 6.4 5.6 38.6 43.8
General working capital 1.3 — — — — — 1.3 1.5
24.1 18.9 13.6 11.6 11.2 8.6 88.0 100.0

The net proceeds from the Sale Shares will not be received by our Group and will be paid to Lion
Spring Enterprises Limited, which are estimated to be approximately HK$21.7 million and calculated
based on an Offer Price of HK$0.375 per Share, being the mid-point of the Offer Price range.

DIVIDEND

Our Company currently does not have a dividend policy and may distribute dividends by way of
cash or by other means that our Directors consider appropriate. A decision to declare and pay any
dividend would require the approval of our Directors and will be at their discretion. In addition, any
final dividend for a financial year will be subject to Shareholders’ approval. Distribution of dividends,
in the future, if any, will depend on the results of its operations, cash flows, financial conditions,
statutory and regulatory restrictions as aforementioned and other factors that it may consider relevant,
and is subject to its discretion.

On 15 July 2016, Sanroc Leasing declared to its then shareholders, namely Mrs. Siu and Ms. Yip
who held 250,000 ordinary shares on trust for Mrs. Siu, a final dividend in relation to the year ended
31 March 2016 of HK$12.0 million and a special dividend of HK$3.0 million, which had been fully
paid to its then shareholders on 23 August 2016.

No dividend has been paid or declared by the Company since its incorporation.

For further details, please refer to the section headed “Financial Information — Dividend” in this

prospectus.

— 10 —
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OUR CONTROLLING SHAREHOLDERS

On 9 August 2016, in preparation for the Listing, Mr. Siu and Mrs. Siu entered into the
Acting-in-Concert Confirmation, wherein they confirmed the existence of their earlier
acting-in-concert arrangements, as well as their intention to continue such arrangements upon the
Listing to consolidate their control over Sanroc Leasing, Sanroc International and Santech
Transportation. Immediately following completion of the Capitalisation Issue and the Share Offer, Mr.
Siu, Mrs. Siu, Lion Spring Enterprises Limited, Diamond Vista Holdings Limited and BNP Paribas
Singapore Trust Corporation Limited as the trustee of The JANTS Trust shall control more than 30%
of our issued share capital. For the purpose of the Listing Rules, Mr. Siu, Mrs. Siu, Lion Spring
Enterprises Limited, Diamond Vista Holdings Limited and BNP Paribas Singapore Trust Corporation
Limited as the trustee of The JANTS Trust are our Controlling Shareholders. Each of Mr. Siu, Mrs.
Siu, Lion Spring Enterprises Limited, Diamond Vista Holdings Limited and BNP Paribas Singapore
Trust Corporation Limited as the trustee of The JANTS Trust confirms that he/she/it does not hold or
conduct any business which competes, or is likely to compete, either directly or indirectly, with our
business.

RECENT DEVELOPMENT

Our business, revenue model and cost structure remain largely unchanged subsequent to the
Track Record Period.

As at the Latest Practicable Date, we have entered into sales contract for the disposal of 12 units
of power generators upon a regular review of our leasing fleet by our Directors. We have purchased
104 units of power generators during the year ended 31 March 2016 and all of them have been
delivered to us and are in operation as at the Latest Practicable Date.

As at the Latest Practicable Date, we have received nine confirmed orders for construction
machinery under our trading business. For our leasing business, we maintained a leasing fleet of 671
machines among which 535 power generators, 21 air compressors and six foundation machines were
leased out as at the Latest Practicable Date.

Save for the professional fees of approximately HK$13.8 million in connection with the Listing
which will be recorded in our combined statements of comprehensive income for the year ending 31
March 2017, our Directors confirm that there has been no material adverse change in the operation,
financial or trading position, or prospects of our Group since 31 July 2016 (being the date to which
the latest audited combined financial statements of our Group were prepared) and up to the date of this
prospectus, and there is no event since 31 July 2016 and up to the date of this prospectus which would
materially affect the information shown in the Accountant’s Report set out in Appendix I to this
prospectus.

The NRMM Regulation and the Technical Circular
The NRMM Regulation came into effect on 1 June 2015 to bring NRMMs, including non-road

vehicles and Regulated Machines, under control in line with environmentally advanced countries.
Unless exempted, NRMMs which are regulated under this provision are required to comply with the
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emission standards prescribed under the NRMM Regulation. From 1 September 2015, all Regulated
Machines sold or leased for use in Hong Kong must be approved or exempted with a proper label in
a prescribed format issued by the Environmental Protection Department. Starting from 1 December
2015, only approved or exempted NRMMs with a proper label are allowed to be used in specified
activities and locations including construction sites. However, existing NRMMs which are already in
Hong Kong on or before 30 November 2015 will be exempted from complying with the emission
requirements. A period of six months (from 1 June 2015 to 30 November 2015, both dates inclusive)
is allowed for existing NRMMs to apply for exemption. As at the Latest Practicable Date, our Group

has obtained approval or exemption for all of our Regulated Machines.

Pursuant to the Technical Circular, there is an implementation plan to phase out the use of
exempted NRMMs for four types of exempted NRMMs (namely generators, air compressors,
excavators and crawler cranes), under which, all new capital works contracts of public works
including design and build contracts with an estimated contract value exceeding HK$200 million and
tenders invited on or after 1 June 2015 shall require the contractor to allow no exempted power
generator and air compressor to be used after 1 June 2015. Notwithstanding the above implementation
plan, exempted NRMMs may still be permitted at the discretion of the respective architect or engineer
designated by the Government if there is no feasible alternative. The above implementation plan does
not prohibit the use of exempted NRMMs for the four types of exempted NRMMs in engineering
construction projects in the private sector, or new capital works contracts of public works with an

estimated contract value not exceeding HK$200 million and tenders invited on or after 1 June 2015.

In relation to the NRMM Regulation and the Technical Circular, our Directors believe such
regulations will pose minimal impact on the construction machinery trading business of our Group,
which accounted for approximately 72.1%, 74.6%, 66.8% and 55.7% of our total revenue during the
Track Record Period, due to (i) we normally place back-to-back orders for trading of new construction
machinery and (ii) we do not have any exempted NRMMs in inventory as at the Latest Practicable
Date. In addition, our Group will continue to increase the proportion of approved NRMMs out of the
Regulated Machines carried in our leasing fleet to cope with the future demand for approved machines
according to our expansion plan. For the details of our expansion plan, please refer to the section
headed “Future Plans and Use of Proceeds” in this prospectus. For the Regulated Machines that are
exempted from the NRMM Regulation, our Directors consider that the implementation of the
Technical Circular will not have material impact to our Group’s business operation and financial
position given that (i) the impact of such regulations on our major business segment, trading of
construction machinery, is considered to be minimal; (ii) our Group had accordingly entered into
purchase agreement of purchasing 104 units of NRMM approved power generators during the year
ended 31 March 2016; (iii) our Group has an expansion plan; (iv) we would continue to review our
leasing fleet regularly for the expansion, disposal and replacement of respective construction
machinery; and (v) the market size for engineering construction projects in private sector is expected
to be higher than that in public sector. Our Directors confirmed that we did not experience any
shortage or delay in the supply of machinery when we acquired new machines to our fleet during the
Track Record Period.
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Back log amount as at the dates indicated by project type

The following table sets out further information on the back log amount (equivalent to operating
lease commitments as lessor) as at the respective end date of each financial year/period detailed by
project type, whether or not the project to which the Group’s construction machinery were leased are
subject to the implementation plan under the Technical Circular, which are based on the internal record

of the Group and best knowledge of the Directors after due and careful enquiries:

As at  As at 31

As at 31 March 31 July December

2014 2015 2016 2016 2016
HK$’000 HK$'000 HK$'000 HK$'000 HK$ 000

Projects subject to the implementation

plan under the Technical Circular — — — — —
Projects not subject to the

implementation plan under the

Technical Circular 6 127 165 219 11,722

Total 6 127 165 219 11,722

Note: The lower back log amount as at 31 March 2014, 2015 and 2016 and 31 July 2016 is due to the reason that pursuant
to the terms and conditions of leasing orders, our leasing customers are usually not required to commit to the entire
leasing period as specified in the leasing orders. In this respect, outstanding amount in relation to such leasing orders
will not be included in the back log amount as at the respective dates, which is in line with note 24(c) to the Accountant’s
Report set out in Appendix I to this prospectus. The higher back log amount as at 31 December 2016 was due to a leasing
order of newly acquired high-end casing rotators which, our Directors confirmed, that we purchased based on the
condition that the customer would commit to a leasing period of approximately a year since the machines were of high
value. Our Directors also confirmed that the aforementioned high-end casing rotators are commonly used for extracting
old piles and inserting new piles on complicated formations with high accuracy. In addition, for that particular order,
approximately HK$3.3 million and HK$8.3 million of leasing fee are expected to be recognised in the years ending 31

March 2017 and 2018 respectively, of the back log amount as at 31 December 2016.

SHARE OFFER STATISTICS
Market capitalisation at Listing HK$420 million to HK$480 million

Shares to be in issue following 1,200,000,000 Shares
completion of the Share Offer
and the Capitalisation Issue

Offer size 360,000,000 Shares comprising 300,000,000 New Shares and
60,000,000 Sale Shares

Offer Price HK$0.35 to HK$0.4

Board lot 8,000 Shares
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Offering structure 36,000,000 Shares for Public Offer and 324,000,000 Shares for
Placing comprising 264,000,000 New Shares and 60,000,000
Sale Shares

Unaudited pro forma adjusted net HK$0.18 to HK$0.19
tangible assets per Share

RISK FACTORS

Potential investors are advised to carefully read the section headed “Risk Factors” in this
prospectus before making any investment decision in the Offer Shares. Some of the more particular
risk factors include:

1. Our engagement with our customers are based on projects on hand of our customers. There
is no guarantee that our existing customers will engage us again in future construction

projects

2. There is no guarantee that our suppliers will extend the exclusive dealership agreements
with us upon expiry of such agreements and our future profit and market share may be

adversely affected

3. Delay in the commencement of public projects, which may be caused by factors such as
political disagreements in relation to such projects, delay in approval of funding proposals
due to political filibustering and objections or legal actions by the affected members of the

public may adversely affect our operations and results of operation

4. We have a concentrated clientele base and our five largest customers for the three years
ended 31 March 2016 and the four months ended 31 July 2016 accounted for approximately
60.4%, 54.7%, 59.3% and 54.4% of our revenue of the same period respectively. Any
decrease in the number of contracts or leasing arrangements awarded by them to us would

adversely affect our operations and financial results

5. There is no guarantee that the Technical Circular or other similar administrative tools

issued by the Government will not impose any negative impact on our Group

6.  We plan to purchase new leasing machinery and transportation vehicles with a significant
part of the proceeds from the Share Offer. We cannot guarantee that such new machinery
will be utilised to the extent we expect and it may also reduce the overall utilisation rate
of our leasing machinery. Our profitability may also be affected by the potential increase

in depreciation expenses due to our investment in our leasing fleet

— 14 —
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In this prospectus, unless the context otherwise requires, the following terms shall have the
meanings set forth below.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Unless otherwise stated, all the numerical figures are rounded to one
decimal place. Any discrepancy in any table between totals and sums of individual amounts listed
in any table are due to rounding. Accordingly, figures shown as totals in certain tables may not be

the date of this prospectus.

an arithmetic aggregation of the figures preceding them.

Unless expressly stated or the context otherwise requires, all data in this prospectus is as at

Words importing the singular include, where applicable, the plural and vice versa. Words
importing the masculine gender include, where applicable, the feminine and neuter genders.

“Acting-in-Concert Confirmation”

“AMSC GRAT of 2017”

“AOCL”

“Application Form(s)”

“Articles of Association” or
“Articles”

“associate(s)”
“Board” or “Board of Directors”

“Budget”

“business day”

“BVI”

an acting-in-concert confirmation entered into between Mr.
Siu and Mrs. Siu on 9 August 2016, wherein they confirmed
the existence of their earlier acting-in-concert arrangements,
a summary of which is set out in the section headed
Shareholders and
Non-competition Undertaking” in this prospectus

“Relationship with  Controlling

an irrevocable grantor retained annuity trust set up by Mr. Siu
for the benefit of himself and Mrs. Siu, and of which Mr. Siu
is the trustee

Ample Orient Capital Limited

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

the articles of association of our Company, which will take
effect upon the Listing, a summary of which is set forth in
Appendix III to this prospectus, and as amended from time to
time

has the meaning ascribed thereto under the Listing Rules
our board of Directors
the annual budget of the Government

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

the British Virgin Islands
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“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Chairman”
“close associate(s)”

“Companies Law” or “Cayman
Companies Law”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

bl

“Company” or “our Company”
“connected person(s)”
“connected transactions(s)”

“Construction Industry Council”

the issue of 899,999,996 new Shares to be made upon
capitalisation of certain sums standing to the credit of our
share premium account as referred to in the section headed
“A. Further Information about Our Company — 5. Written
resolutions of our sole Shareholder passed on 23 January
2017” in Appendix IV to this prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

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

the chairman of our Board, Mr. Siu
has the meaning ascribed thereto under the Listing Rules

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands, as amended,
supplemented or otherwise modified from time to time

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

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

Sanroc International Holdings Limited (3 448 B4 A PR 22
A]), an exempted company with limited liability incorporated
under the laws of the Cayman Islands on 25 July 2016

has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules

the Construction Industry Council of Hong Kong
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“Controlling Shareholders”

“core connected person(s)”

“Deed of Indemnity”

“Deed of Non-competition”

“Director(s)”
“EPD?’

“Euro(s)” or “EUR”

“Frost & Sullivan”

“FY2014”
“FY2015”
“FY2016”

“F&S Report”

has the meaning ascribed thereto under the Listing Rules and
unless the context requires otherwise, refers to the controlling
shareholders of our Company immediately after the Share
Offer, being Mr. Siu, Mrs. Siu, Lion Spring Enterprises
Limited, Diamond Vista Holdings Limited, BNP Paribas
Singapore Trust Corporation Limited as the trustee of The
JANTS Trust, or any of them. Please refer to the section
headed “Relationship with Controlling Shareholders and
Non-competition Undertaking” in this prospectus for further
details

has the meaning ascribed thereto under the Listing Rules

the deed of indemnity dated 23 January 2017 executed by our
Controlling Shareholders in favour of our Company (for itself
and as trustee for its subsidiaries from time to time) regarding
certain indemnities, details of which are set out in the section
headed “Statutory and General Information — E. Other
Information — 2. Tax and other indemnity” in Appendix IV to
this prospectus

the deed of non-competition dated 23 January 2017 executed
by our Controlling Shareholders in favour of our Company
(for itself and as trustee for its subsidiaries) regarding certain
non-competition undertakings, details of which are set out in
the section headed “Relationship with Controlling
Shareholders and Non-competition Undertaking — Deed of
Non-competition™” in this prospectus

the director(s) of our Company
Environmental Protection Department of the Government

The currency used by Institutions of the European Union and
the official currency of the Eurozone

Frost & Sullivan Limited, an independent market research
agency

the financial year ended 31 March 2014
the financial year ended 31 March 2015
the financial year ended 31 March 2016

an independent market research report in respect of the
construction machinery leasing and trading industry in Hong
Kong commissioned by our Company and prepared by Frost &
Sullivan

- 17 —



DEFINITIONS

“Government”

“Gransing”

“GREEN Application Form(s)”

“Group” or “our Group” or “we”

or “our” or “us”

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HK$” or “Hong Kong dollar(s)”
or “HK dollar(s)”

“HKFRSs”
“HKSCC”

“HKSCC Nominees”

“Hong Kong”

“Hong Kong Branch Share
Registrar”

“Independent Third Party(ies)”

“Joint Lead Managers” or “Joint
Bookrunners”

the Government of Hong Kong

Gransing Securities Co., Limited, a licensed corporation to
engage in type | (dealing in securities), type 4 (advising on
securities), type 6 (advising on corporate finance) and type 9
(asset management) regulated activities under SFO, being one
of the Joint Lead Managers

The application form(s) to be completed by HK eIPO White
Form Service Provider designated by our Company

Our Company and its subsidiaries or, where the context so
requires, with respect to the period before which our
Company became the holding company of its current
subsidiaries, our Company’s current subsidiaries or the
businesses operated by such subsidiaries or their predecessors
(as the case may be)

the application for Public Offer Shares to be issued in the
applicant’s own name by submitting application online on the
designated website at www.hkeipo.hk

the HK eIPO White Form Service Provider designated by
our Company, as specified on the designated website at
www.hkeipo.hk

Hong Kong dollars, the official currency of Hong Kong

Hong Kong Financial Reporting Standards
Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

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

an individual(s) or a company(ies) who or which is/are not
connected person(s) of our Company within the meaning of
the Listing Rules

AOCL and Gransing, being the joint lead managers and
bookrunners of the Share Offer
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“JPY” or “Yen” or “Japanese
Yen”

“Latest Practicable Date”

“Liloy Holdings”

“Listing”
“Listing Committee”

“Listing Date”

“Listing Rules”

“Main Board”

“Memorandum of Association” or
“Memorandum”

“Mr. Siu”

“Mrs. Siu”

“New Shares”

“NRMM(s)”

“NRMM Regulation”

Japanese Yen, the official currency of Japan

18 January 2017, being the latest practicable date prior to the
printing of this prospectus for ascertaining certain
information in this prospectus

Liloy Holdings Limited, a company incorporated in the BVI
with limited liability on 14 August 1991, and a wholly-owned
subsidiary of our Company

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

the date, expected to be on or about Friday, 10 February 2017,
on which our Shares are listed and dealings in our Shares
commence on the Stock Exchange

The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended, supplemented
or otherwise modified from time to time

the stock exchange (excluding the option markets) 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, which will
take effect upon the Listing, as amended, supplemented or
otherwise modified from time to time

Mr. Siu Chun Yiu Jonathan (%ﬂf‘z?@), an executive Director,
Chairman and a Controlling Shareholder of our Company

Ms. Wong Fei Heung Terbe (¥ 3E7), spouse of Mr. Siu, an
executive Director and a Controlling Shareholder of our
Company

the new Shares to be offered for subscription pursuant to the
Share Offer

Non-road mobile machinery

Air Pollution Control (Non-road Mobile Machinery)
(Emission) Regulation (Chapter 311Z of the Laws of Hong
Kong)
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“Offer Price”

“Offer Shares”

“Over-allotment Option”

“Placing”

“Placing Shares”

“Placing Underwriters”

“Placing Underwriting
Agreement”

“Policy Address”
“PRC?’

“Predecessor Companies
Ordinance”

the final offer price per Offer Share in Hong Kong dollars
(exclusive of brokerage of 1%, SFC transaction levy of
0.0027% and the Stock Exchange trading fee of 0.005%),
which will not be more than HK$0.4 and is expected to be not
less than HK$0.35, such price to be agreed upon by our
Company (for itself and on behalf of the Selling Shareholder)
and AOCL (for itself and on behalf of the Underwriters) on or
before the Price Determination Date

the Public Offer Shares and the Placing Shares

the option expected to be granted by our Company to the
Placing Underwriters, exercisable by AOCL on behalf of the
Placing Underwriters pursuant to the Placing Underwriting
Agreement

the conditional placing by the Placing Underwriters of the
Placing Shares at the Offer Price to professional, institutional
and other investors as set forth in the section headed
“Structure and Conditions of the Share Offer” in this
prospectus

the 324,000,000 Shares which comprise 264,000,000 New
Shares and 60,000,000 Sale Shares, subject to reallocation
and the Over-allotment Option, as described in the section
headed “Structure and Conditions of the Share Offer” in this
prospectus

the underwriters of the Placing, who are expected to enter into
the Placing Underwriting Agreement to underwrite the
Placing Shares

the conditional placing underwriting agreement relating to the
Placing expected to be entered into on or about the Price
Determination Date by, among others, our Company, the Joint
Lead Managers and the Placing Underwriters, particulars of
which are summarised in the section headed “Underwriting”
in this prospectus

the annual address by the Chief Executive of Hong Kong
the People’s Republic of China

the Companies Ordinance (Chapter 32 of the Laws of Hong
Kong) prior to its repeal and replacement on 3 March 2014 by
the Companies (Winding Up and Miscellaneous Provisions)
Ordinance
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“Price Determination Agreement”

“Price Determination Date”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriters”

“Public Offer Underwriting
Agreement”

“Regulation S”

“Reorganisation” or “Corporate
Reorganisation”

the agreement expected to be entered into between our
Company (for itself and on behalf of the Selling Shareholder)
and AOCL (for itself and on behalf of the Underwriters) on or
before the Price Determination Date to record the agreement
on the final Offer Price

the date, expected to be on or around Monday, 6 February
2017 but no later than Tuesday, 7 February 2017, on which the
final Offer Price will be fixed for the purpose of the Share
Offer

the offer of the Public Offer Shares for subscription by the
members of the public in Hong Kong at the Offer Price (plus
brokerage of 1%, SFC transaction levy of 0.0027% and Stock
Exchange trading fee of 0.005%), payable in full on
application, and subject to the terms and conditions described
in this prospectus and the Application Forms

36,000,000 New Shares being initially offered by us for
subscription pursuant to the Public Offer, subject to
reallocation as described in the section headed “Structure and
Conditions of the Share Offer” in this prospectus

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

the conditional public offer underwriting agreement dated 26
January 2017 relating to the Public Offer entered into by,
among others, our Company, the Joint Lead Managers and the
Public Offer Underwriters, particulars of which are
summarised in the section headed “Underwriting” in this
prospectus

Regulation S under the U.S. Securities Act

the reorganisation arrangements we have undergone in
preparation for the listing of Shares on the Stock Exchange
which are more particularly described in the section headed
“History, Development and Reorganisation” in this
prospectus
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“Repurchase Mandate”

“Sale Shares”

“Sanroc International”

“Sanroc Leasing”

“Santech Transportation”

“Selling Shareholder”

“SFC”

“SFO”

“Share(s)”

“Share Offer”

the general unconditional mandate granted to our Directors by
our sole Shareholder in relation to the repurchase of our
Shares, particulars of which are set forth in the section headed
“Statutory and General Information — A. Further Information
about Our Company — 5. Written resolutions of our sole
Shareholder passed on 23 January 2017” in Appendix IV to
this prospectus

the 60,000,000 Shares being offered for sale by the Selling
Shareholder as described in the section headed “Structure and
Conditions of the Share Offer” in this prospectus

Sanroc International (Hong Kong) Limited (3% 4% B (&)
A BRZF]), a company incorporated in Hong Kong on 26
September 1996 with limited liability and an indirectly
wholly-owned subsidiary of our Company

Sanroc Leasing (Plant & Machinery) Limited (3% 448 M &
AR F]), previously known as Huddy International (Far
East) Limited between 12 August 1998 and 21 May 2002, a
company incorporated in Hong Kong on 12 August 1998 with
limited liability and an indirectly wholly-owned subsidiary of
our Company

Santech  Transportation Limited (352 #iA R A,
previously known as Sanetech Limited (FZEAMRAF])
between 25 July 1991 and 11 June 2015, a company
incorporated in Hong Kong on 25 July 1991 with limited
liability and an indirectly wholly-owned subsidiary of our
Company

Lion Spring Enterprises Limited (MMi&EAMRAF), a
company incorporated in the BVI on 18 May 2016 with
limited liability

the Securities and Futures Commission of Hong Kong

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

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

the Placing and the Public Offer
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“Share Option Scheme”

“Shareholder(s)”

“Sponsor”

“Stabilising Managers”

ER)

“Stock Borrowing Agreement

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

“Takeovers Code”

“Technical Circular”

“The JANTS Trust”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“U.S. Securities Act”

the share option scheme conditionally adopted by our
Company, the principal terms of which are summarised in the
section headed “Statutory and General Information — D.
Share Option Scheme” in Appendix IV to this prospectus

holder(s) of the Share(s)

Ample Capital Limited, a licensed corporation under SFO to
carry on type 4 (advising on securities), type 6 (advising on
corporate finance) and type 9 (asset management) regulated
activities as defined under the SFO, being the sponsor to the
Share Offer

AOCL and Gransing

the stock borrowing agreement which may be entered into
between Lion Spring Enterprises Limited, and the Stabilising
Managers on or about the Price Determination Date

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

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

a technical circular issued by the Works Branch of the
Development Bureau on 8 February 2015

a revocable discretionary trust set up by Mrs. Siu for the
benefit of herself and the children born to Mr. Siu and Mrs.
Siu, and of which BNP Paribas Singapore Trust Corporation
Limited is the trustee

the period comprising the three financial years ended 31
March 2016 and the four months ended 31 July 2016

the Public Offer Underwriters and the Placing Underwriters

the Public Offer Underwriting Agreement and the Placing
Underwriting Agreement

the United States of America

the United States Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder
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“U.S. dollar(s)” or “US$” or
‘4USD7’

“WHITE Application Form(s)”

“YELLOW Application Form(s)”

U.S. dollars, the lawful currency of U.S.

the application form(s) for use by the public who require(s)
such Public Offer Shares to be issued in the applicant’s or the
applicants’ own name(s)

the application form(s) for use by the public who require(s)
such Public Offer Shares to be deposited directly into CCASS
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GLOSSARY OF TECHNICAL TERMS

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

“bell-out”

“bored pile(s)”

“CAGR”

113 tL)

cfm

“drilling rig”

“DTH”

“foundation works”

“GDP”

“ISO”

“ISO 9001~

“ISO 14001~

“KVA”

“main contractor”

the enlarged base of a bored pile

a type of pile formed by excavating or boring a hole in the
ground and subsequently filling it with plain or reinforced
concrete

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

cubic feet per minute, a measure used in industrial hygiene
and ventilation engineering which describes the rate of flow
of a gas or air volume into or out of a space

a machine used for creating holes in the earth surface

down-the-hole, commonly referred as a drilling method in
which the drill string rotates while the drilling hammer
continuously strikes down into the earth

foundation works mainly include bored piling, driven
H-piling, socketed H-piling, mini-piles, footing foundation
and pile cap works

gross domestic product

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

quality management systems requirements published by ISO

an international standard that gives a framework for an
environmental management system published by ISO

kilo-volt-ampere, a unit of apparent power, which is electrical
power unit

a contractor, appointed by the project employer, who is
generally responsible for the administration and overall
supervision of all the construction works involved in the
construction project and delegation of specific work tasks of
the construction to different subcontractors
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“OHSAS”

“OHSAS 18001~

“piling”

“QPME”

“QPME Equipment”

“QPME Labels”

“QPME System”

“RCD”

acronym for Occupational Health and Safety Assessment
Specification, which provides a framework for organisations
to identify and control its occupational health and safety
management

a framework for an occupational health and safety
management system developed for managing health and
safety risked associated with a business

any work in connection with or for the sinking or forming of
a pile in the ground by hammering, jacking, screwing,
augering, boring, jetting, vibrating, casting or any other
means and also means the driving or sinking of any casing or
tube into the ground to form a well or shaft for foundation
purposes, whether or not the casing or tube is later extracted

Quality Powered Mechanical Equipment, a type of
construction equipment notably quieter more environmentally
friendly and efficient

fifteen types of common use construction equipment,
including (1) tracked bulldozer; (2) wheeled bulldozer; (3)
tracked loader; (4) wheeled loader; (5) excavator; (6)
generator; (7) mobile crane; (8) vibratory roller; (9) road
roller; (10) asphalt paver; (11) vibratory compactor; (12)
power rammer; (13) hand held percussive breaker; (14) air
compressor and, (15) concrete crusher, included in the QPME
system, with the last 3 types being newly included for trial
starting from 1 April 2016

Quality Powered Mechanical Equipment labels, applied by
either the equipment supplier or the owner and issued under
the QPME System by the Environmental Protection
Department

Quality Powered Mechanical Equipment System, an
administrative labeling system in Hong Kong implemented
since 2005 with the refinement implemented in April 2013 for
promoting the use of environmentally friendly construction
equipment

reverse circulation drilling system, a drilling method where
compressed air is injected into the drill pipe below water level
just above the drilling bit. This reduces the density of the
internal water column and starts the circulation. The mixture
of water, air and cuttings is then flushed out through the drill
pipe into setting tanks

— 26 —



GLOSSARY OF TECHNICAL TERMS

“Regulated Machine(s)”

“site formation works”

“sq. ft.”

“Ten Major Infrastructure
Projects”

“%”

any mobile machine(s) or transportable industrial
equipment(s) (other than a vehicle of a class specified in
Schedule 1 to the Road Traffic Ordinance (Cap. 374)) that
is/are powered by an internal combustion engine with a rated
engine power output that is greater than 19kW but not greater
than 560kW

any works including excavations on sloping land, filling,
landslip preventive works, landslip remedial works and
ground water drainage works

square feet

Ten Major Infrastructure Projects announced in the Policy
Address issued by the chief executive of Hong Kong in
October 2007 including South Island Line, Lok Ma Chau
Loop, Sha Tin to Central Link, West Kowloon Cultural
District, Tuen Mun-Chek Lap Kok Link and Tuen Mun
Western Bypass, Kai Tak Development,
Guangzhou-Shenzhen-Hong Kong Express Rail Link, Hong
Kong-Zhuhai-Macao Bridge, North East New Territories New
Development Areas and Hong Kong-Shenzhen Western
Express Line

per cent
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to our
Company and our subsidiaries that are based on the beliefs of our management as well as assumptions
made by and information currently available to our management. When used in this prospectus, the

113

words “aim”, “anticipate”, “believe”, “could”, “estimate”, “expect”, “going forward”, “intend”,

“may”, “ought to”, “plan”, “project”, “seek”, “should”, “will”, “would” and the negative of these
words and other similar expressions, as they relate to our Group or our management, are intended to
identify forward-looking statements.

These forward-looking statements reflect the current views of our management with respect to
future events, operations, liquidity and capital resources, some of which may not materialise or may
change. These statements are subject to certain risks, uncertainties and assumptions, including the
other risk factors as described in this prospectus.

You are strongly cautioned that reliance on any forward-looking statements involves known and
unknown risks and uncertainties. The risks and uncertainties facing our Company which could affect
the accuracy of forward-looking statements include, but are not limited to the following:

° our Group’s operation and business prospects, including development plans for its existing
and new businesses;

° future developments, trends and conditions in the industry and markets in which we
operate;

° our Group’s business objectives, business, strategies and plans to achieve these strategies;

° general economic, political and business conditions in the markets in which our Group
operate;

° the regulatory environment and general outlook in the industry and markets in which our
Group operate;

° the effects of the global financial markets and economic crisis;

° our Group’s financial position;

° our Group’s ability to reduce costs;

° our Group’s dividend policy;

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

° various business opportunities that our Group may pursue;

° fluctuation in the prices of raw materials and our Group’s ability to pass-through any
increases in price to customers;
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° our Group’s ability to hire and retain talented employees;

o the actions and developments of our competitors and our Group’s ability to compete under

these actions and developments;

° change or volatility in interest rates, foreign exchange rates, equity prices, volumes,
operations, margins, risk management and overall market trends;

° the other factors that are described in the section headed “Risk Factors” in this prospectus

and

° other factors beyond our Group’s control.

We do not intend to update these forward-looking statements in addition to on-going disclosure
obligations pursuant to the Listing Rules or other requirements of the Stock Exchange. 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 in this

prospectus are qualified by reference to this cautionary statement set out in this section.

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

of future developments.

— 29



RISK FACTORS

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

We believe that there are certain risks involved in our operations, some of which are beyond our
control. We have categorised these risks and uncertainties into: (i) risks relating to our business; (ii)
risks relating to the industry; (iii) risks relating to the Hong Kong; and (iv) risks relating to the Share
Offer.

RISKS RELATING TO OUR BUSINESS

Our engagement with our customers are based on projects on hand of our customers. There is no
guarantee that our existing customers will engage us again in future construction projects.

Our customers are mainly construction companies engaged in either public or private
construction projects of which a number of them were recurring customers under our business
operation. Our revenue may depend materially on the number and size of projects our customers are
awarded and the number of our machinery are engaged in for such projects. When our customers
complete the respective stages of the construction projects we are involved in, our engagements with
them will terminate. There is no guarantee that our customers will continue to engage us for our
services in future construction projects to a similar extent, or at all. In addition, we normally do not
enter into any long-term leasing contract with our customers of which under the general leasing terms
our customers are only subject to a minimum leasing period from seven days to 30 days. As a result,
our customers may potentially terminate our existing leasing agreement in a short timeframe. Our
customers may choose instead to lease or purchase construction machinery from our competitors for
their future construction projects. If we cannot maintain our engagements with customers in the future,
our business operation and future profits can be adversely affected.

There is no guarantee that our suppliers will extend the exclusive dealership agreements with us
upon expiry of such agreements and our future profit and market share may be adversely
affected.

As at the Latest Practicable Date, our Group has entered into exclusive dealership agreement
with five of our suppliers in relation to their product dealership in the Hong Kong market, from which
we sourced approximately 41.5%, 42.2%, 48.2% and 41.8% of our total purchase for the three years
ended 31 March 2016 and the four months ended 31 July 2016 respectively. We are dependent on the
continued supply of construction machinery from these suppliers to maintain our business operation.

Our existing exclusive dealership agreements are subject to validity terms and need to be
renewed between the year ended 31 December 2018 and 31 December 2021. Details of our exclusive
dealership agreements please refer to the section headed “Business — Exclusive dealership
agreements”. However, there is no assurance that we can maintain our relationship with these
suppliers and renew all the exclusive dealership agreements upon expiry. As a result, we may have to
seek for other suppliers as substitutes, and this could lead to a significant adverse effect on our
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construction machinery trading business, financial conditions, and result of operations if we were
unable to find suitable substitute suppliers in a timely manner, on favourable terms or at all. Even if
we are able to purchase from other suppliers, they may not be provide product with similar quality to
us or comprehensive after-sales services as our exclusive dealers provided currently. Our future profits
and/or market share can be adversely affected.

Delay in the commencement of public projects, which may be caused by factors such as political
disagreements in relation to such projects, delay in approval of funding proposals due to political
filibustering and objections or legal actions by the affected members of the public may adversely
affect our operations and results of operation.

According to the F&S Report, increasing infrastructure demand and the significant investment
in construction by the Government are some of the main drivers of the construction market in Hong
Kong. According to the 2015-16 Budget announced by the Government, the public expenditure on
infrastructure is estimated to reach HK$70 billion in that fiscal year. Apart from the ongoing Ten
Major Infrastructure Projects, the Government has also put forth other construction and civil works,
such as Operation Building Bright and Revitalizing Historic Building. In view of the upcoming public
infrastructure projects, such as Three Runway System Project of Hong Kong International Airport,
Hong Kong-Zhuhai-Macau Bridge and Tuen Mun-Chek Lap Kok Link, and urban renewal plans, it is
expected that investment into the construction projects will maintain at a relatively high level and
boost the sales and demand for related construction industry from the public sector. The increasing
demand for infrastructure is a main driver of the entire construction industry in Hong Kong.

Delay in the commencement of public projects may be caused by, among other things, political
disagreements in relation to such projects, delay in approval of the funding proposals for public works
due to political filibustering by law-makers and objections, protests or legal actions by affected
residents, entities or other members of the public. Our engagement with our customers may depend
on the timing of the funding approval by the committees of the Legislative Council of Hong Kong,
where prolonged discussion by some members of the Legislative Council has often led to delays in the
passing of public works funding proposals in recent years. All of our revenue is derived in Hong Kong,
and any change of the political environment may also affect the economy and construction industry
in the region, which may adversely affect our operations and results of operations.

Our major customers include some main contractors in Hong Kong engaging in public projects,
therefore, the delay in the commencement of public projects may directly affect the utilisation of our
machinery and our results of operation if we are not able to engage our machinery for other projects
at the same or similar level. In addition to any delay in commencement, the uncertainty on the
commencement the relevant projects also make it more difficult for us to make accurate planning for
the demand, deployment, utilisation of our machinery, which may adversely affect our operations and
financial performance.

We have a concentrated clientele base and our five largest customers for the three years ended
31 March 2016 and the four months ended 31 July 2016 accounted for approximately 60.4%,
54.7%, 59.3% and 54.4% of our revenue of the same period respectively. Any decrease in the
number of contracts or leasing arrangements awarded by them to us would adversely affect our
operations and financial results.

A significant portion of our revenue was derived from a small number of customers during the
Track Record Period. Our five largest customers for the three years ended 31 March 2016 and the four
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months ended 31 July 2016 accounted for approximately 60.4%, 54.7%, 59.3% and 54.4% of our
revenue of the same period, respectively. For the same period, our largest customer accounted for
approximately 27.4%, 23.4%, 21.0% and 18.2% of our revenue, respectively.

As at the Latest Practicable Date, we did not enter into any long-term service agreement with any
of our customers. As such, there is no assurance that we will be able to retain our customers or that
they will maintain their current level of business with us in the future. If there is a significant decrease
in business engagements with our five largest customers for whatever reasons, and we are unable to
obtain comparable business engagements as replacement, our financial condition and operating results
would be materially and adversely affected. Besides, if any of our five largest customers during the
Track Record Period experiences any liquidity problem, it may result in delay or default of payments
to us, which in turn would have an adverse impact on our cash flows and financial conditions. We
cannot guarantee that we will be successful in diversifying our clientele base by obtaining significant
business engagements from new or other existing customers.

There is no guarantee that the Technical Circular or other similar administrative tools issued by
the Government will not impose any negative impact on our Group.

Under the Technical Circular, exempted Regulated Machines under the NRMM Regulation in
Hong Kong will be phased out progressively from 1 June 2015 and no exempted Regulated Machines,
including generators, air compressors, excavators and crawler cranes will be allowed to be engaged
in any new capital works contracts of public works including design and build contracts, with an
estimated contract value exceeding HK$200 million and tenders invited by 1 June 2019. For details
of the NRMM Regulation and the Technical Circular, please refer to the section headed “Regulatory
Overview” in this prospectus.

As at the Latest Practicable Date, our Group has over 600 Regulated Machines in total and 482
of the Regulated Machines were granted exemption under the NRMM Regulation. The Technical
Circular is to be adopted by relevant works departments of the Government and is related directly to
the contractual terms in the contracts between the Government and the main contractors in the
construction industry. It is neither binding nor regulatory to our Group’s business operations and any
breach of its clauses shall be a breach of contractual term between the respective government
department and the respective main contractor of which our Group is not a party. Our Directors believe
the implementation of the Technical Circular will not have material impact on the operation of our
Group. Nonetheless, we cannot guarantee that the Government will not extend the scope or
interpretation of the Technical Circular or issue other similar administrative tools which will cause
any potential impact to our business operation, if there is such a case, our business, financial position,
results of operations and prospects may be materially and adversely affected.

We plan to purchase new leasing machinery and transportation vehicles with a significant part
of the proceeds from the Share Offer. We cannot guarantee that such new machinery will be
utilised to the extent we expect and it may also reduce the overall utilisation rate of our leasing
machinery. Our profitability may also be affected by the potential increase in depreciation
expenses due to our investment in our leasing fleet.

We intend to use approximately HK$86.7 million, or 98.5% of the estimated net proceeds to us
from the Share Offer, for investment in leasing fleet and transportation vehicles, as set out in details
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in the section headed “Future Plans and Use of Proceeds”. The overall utilisation rate for our owned
machinery was approximately 93.2%, 91.8%, 88.8% and 83.8% for the three years ended 31 March
2016 and the four months ended 31 July 2016 respectively. Our plan to purchase new machinery and
transportation vehicles may reduce the overall utilisation rate of our leasing fleet. There is no
guarantee that the new machinery or transportation vehicles will be utilised at the rate we expect, due
to factors such as changes in the economy and decline in construction activities in Hong Kong, or
changes in market demand which may reduce the overall utilisation rate of our leasing and/or
transportation fleet. In the event that the new machinery and/or transportation vehicles are not utilised

as we expect, our results of operation may be adversely affected.

We depreciate our machinery and transportation vehicles on a straight-line basis over their
estimated useful lives. For more information on the relevant accounting policy, see the Accountant’s
Report as set out in Appendix I. As we continue to make significant investments in our leasing and
transportation fleet, it is expected that additional depreciation expenses will be charged. If we are
unable to utilise our new machinery or transportation vehicles at the rate we expect, the utilisation rate
of our leasing or transportation fleet, our net profit margin and results of operation may be adversely
affected.

We depend on our key management personnel.

Our success and growth depend on our ability to identify, hire, train and retain suitable, skilled
and qualified employees, including management personnel with the requisite industry expertise. Our
Directors and members of senior management, in particular, our executive Directors are important to
us. If any of these executive Directors cease to be involved in the management of our Group in the
future and our Group is unable to find suitable replacements in a timely manner, there could be an

adverse impact on the business, results of operation and profitability of our Group.

We may not be able to secure suitable premises for storage of our machinery and for our office

and we may have to relocate for alternatives.

We have entered into the tenancy agreement for a piece of land located in Ping Che, New
Territories for the storage of our machinery and inventories. There is no assurance that we can
continue to lease our land when the relevant agreement expires. If we are unable to renew our existing
lease, secure suitable new premises, or if there is sudden change in demand for our leasing fleet, we
may need to secure alternative. As storage facilities have to be located on premises which meet zoning
and permitted land use requirements, such premises may not be immediately available when needed.
If we cannot extend our current lease and/or cannot find alternative or additional premises when
required, this may result in disruptions to our operations which will in turn adversely affect our

operations.
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We are exposed to foreign exchange risks.

Payments made by us for the settlement of our purchases are generally made in Hong Kong
dollar, US dollar, Japanese Yen and Euro. Payments received by us from our customers are, on the
other hand, only in Hong Kong dollar. We are therefore exposed to foreign exchange risk as the
exchange rates between the Hong Kong dollar and foreign currencies at the time we place orders under
such agreements, maybe substantially different from those at the time that we are required to make
payments to the suppliers. In addition, if exchange rate fluctuations cause increases in our cost of
sales, we may not be able to adjust our selling price promptly to pass such increment to our customers,

which would negatively affect our profits.

Our Group has adopted a hedging policy to ensure that all of our hedging activities are properly
conducted. For details of our hedging policy, please refer to the paragraph headed “Financial
Information — Quantitative and Qualitative Disclosure about Market Risks — Hedging” in this
prospectus. We are exposed to exchange rate fluctuations and such exposure may adversely affect our

financial position.

We recorded net foreign exchange gain/(loss) of approximately HK$123,000, HK$1,793,000,
HK$(47,000) and HK$(736,000) for the three years ended 31 March 2016 and the four months ended
31 July 2016 respectively.

The cost of new machinery may increase, which may cause us to spend significantly more for
replacement machinery, and in some cases we may not be able to procure machinery at all due
to supplier constraints.

We regularly replace our power and energy machinery which ages over 15 years, by adding brand
new machinery into the leasing fleet. The cost of new machinery may increase, which may cause us
to spend significantly more for replacement machinery, and in some cases we may not be able to
procure machinery at all due to supplier constraints. The cost of machinery used in our leasing
machinery fleet could increase, due to factors beyond our control, such as inflation, complying with
governmental regulations or increased material costs. Price increases could materially adversely affect
our business, financial condition and results of operations.

In addition, we may not be able to procure all necessary replacement machinery in a timely
manner since our suppliers may not be able to meet our procurement schedules. If demand for new
machinery increases significantly, manufacturers may not be able to meet customer orders on a timely
basis. As a result, we may experience long lead-times for certain types of machinery and we cannot
assure that we will be able to acquire the types or sufficient numbers of machinery that we need to
replace older machinery according to our expected schedule. Consequently, we may have to age our
fleet longer than we would consider optimal or shrink our fleet, either of which could restrict our

ability to grow our business.
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Our operations are exposed to risks customary to the construction industry and our existing
insurance coverage may not provide our Group with adequate protection against these risks.

We may face the risk of loss or damage to our properties and construction machinery due to fire,
flood, theft or other kinds of accidents in our day-to-day operations. Such events may lead to
disruptions and may therefore adversely affect our profitability. We have currently maintained all
plant risk insurance for majority of machinery in our leasing fleet covering fire, flood and other
disasters and comprehensive insurance for our transportation vehicles. In the event that we face losses,
damages or business interruption to our construction machinery, leasing fleet or inventories due to
theft or any other accidents at our storage facilities, these losses may not be covered by our insurance
and we may not be able to receive any compensation. It will then have an adverse impact on our
business operations and financial position.

Notwithstanding our commitment to insure for our employees as well as for third party liabilities
in our warehouse and office, our liabilities may not be fully covered by insurance in the event that
there are claims made against us as a result of accidents. If that is the case, our profitability and
financial performance will be adversely affected.

We engage third parties to carry out some of the tasks in our operations cycle. The sub-standard
or delayed performance of these third parties may adversely affect our Group’s reputation.

Our Group has engaged third party service providers for the delivery of construction machinery
to customers’ construction sites and assembly/disassembly of our construction machinery at
customers’ construction sites. Our Group may not be able to review and monitor the performance of
these service providers as directly and as efficiently as managing our own staff. Our inability to ensure
the service quality of these third party service providers could also hinder our ability to deliver
services to customers in a timely and satisfactory manner. By engaging them for different tasks, our
Group is exposed to risks associated with sub-standard or delayed performance by these third party
service providers. If such risks materialise, our service quality to customers may deteriorate and could
therefore impact upon our Group’s profitability, financial performance and reputation, and result in
litigation or damages claims.

In addition, if the third party service providers are in breach of any rules and regulations in
relation to health and safety matters, it may expose our Group to prosecutions and/or liable to claims
for loss and damages. If there is in fact a violation, our operations and therefore reputation and
financial position will be adversely affected.

There is no assurance that we will pay dividends in the future.

There is no assurance that our Group will declare dividends. The declaration, payment and
amount of any future dividends are subject to the discretion of our Board depending on, among other
things, our Group’s earnings, financial condition and cash requirements and the provisions governing
the declaration and distribution as contained in the Articles of Association, applicable laws and other
relevant factors. For further details, please refer to the section headed “Financial Information —
Dividend” in this prospectus. We cannot assure investors when or whether we will pay dividends in
the future.
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We recorded net current liabilities during the Track Record Period and may not generate
sufficient cash flows in the future to finance our operations or satisfy our current liabilities.

As at 31 March 2014, 2015 and 30 November 2016, being the Latest Practicable Date for
determining our Group’s indebtedness, our Group had net current liabilities of approximately HK$11.9
million, HK$13.7 million and HK$9.2 million respectively. Our Group’s net current liabilities as at
31 March 2014 and 2015 has arisen principally out of our Group’s business expansion during the
relevant years involving the material additions to our leasing fleet by means of purchases of machinery
and equipment. For the years ended 31 March 2014 and 2015 and the four months ended 31 July 2016,
our Group’s purchases of machinery and equipment amounted to HK$24.4 million, HK$61.4 million
and HK$19.7 million, respectively. Due to the nature of our business, our Group finance these material
additions to our leasing fleet by means of primarily utilisation of positive cash flow from our
operations and draw down of bank borrowings, as well as, to a lesser extent, bank overdrafts and
finance leases. In addition, our Group also made use of bank borrowings for the financing of working
capital. As all material additions to our leasing fleet were classified as non-current assets, while a
large portion of the borrowings used for financing the purchases of machinery and equipment and
working capital requirements were classified as current liabilities, the material additions to our leasing
fleet has contributed to the incurrence of net current liabilities of our Group for the relevant financial
years. Our Directors consider that because of our business model and the requirements under the
HKFRSs and our accounting policies, our net current liabilities position might continue in the future.
The net current liabilities position would expose us to liquidity risk which could restrict our ability
to make necessary capital expenditure or develop business opportunities, and our business, operating
results and financial condition could be materially and adversely affected.

In addition, if we are unable to generate sufficient cash flow for our operations or otherwise
unable to obtain sufficient funds to finance our operations or satisfy our current liabilities in a timely
manner, our business operations, our liquidity and our ability to raise funding may be materially and
adversely affected by our net current liabilities and negative cash flow from operations. There can be
no assurance that we will maintain sufficient working capital, revenues or raise necessary funding to
pay off our current liabilities and meet our capital commitments. In such circumstances, our business,
financial position, results of operations and prospects may be materially and adversely affected.

We have extensive use of lease arrangements in our business operation and future changes in
lease accounting may negatively impact our future operating results.

Our Group is engaged in the business of the leasing of construction machinery. We mainly focus
on the leasing of power generators which are commonly required in construction and electrical and
mechanical engineering projects to provide electricity supply. Other than leasing out power and energy
machinery, which is our focus, we also lease some foundation machinery. For the three years ended
31 March 2016 and the four months ended 31 July 2016, the construction machinery leasing business
contributed approximately HK$31.5 million, HK$52.8 million, HK$67.0 million and HKS$23.4
million, representing 27.9%, 25.4%, 32.6% and 40.0% of our Group’s total revenue for
aforementioned years and the four months ended 31 July 2016, respectively.

Our Group also leases construction machineries from third party construction companies for
which we would then sub-lease to our customers. The sub-leasing expenses, which represents the
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leasing expenses paid to third parties construction companies for their construction machineries leased
to us for our sub-leasing purposes, are charged to our Group’s combined statements of comprehensive
income as cost of sales and services. In addition, we leased two properties in Hong Kong as at the
Latest Practicable Date. These leased properties are primarily used for office, and yards or warehouse
for storing our machinery and accessories.

In May 2016, the Hong Kong Institute of Certified Public Accountants issued the HKFRS 16
“Leases”, which is not expected to be applied by the Group until the year ended 31 March 2020. In
presenting the financial information set out in this prospectus, the Group has not early adopted the
relevant provisions of HKFRS 16.

Our Group is a lessee of various machinery, offices and warehouses which are currently
classified as operating leases. Our Group’s current accounting policy for such leases and future
operating lease commitments, which are not reflected in the combined balance sheets, are set out in
note 2.11 and note 24(b), respectively, to the Accountant’s Report in Appendix I to this prospectus.
HKFRS 16 provides new provisions for the accounting treatment of leases and will in the future no
longer allow lessees to account for certain leases outside the balance sheet. Instead, all long-term
leases must be recognised in the balance sheet in the form of assets (for the rights of use) and lease
liabilities (for the payment obligations). Short-term leases with a lease term of twelve months or less
and leases of low-value assets are exempt from such reporting obligations.

The new standard will therefore result in recognition of a right-to-use asset and an increase in
lease liabilities in the balance sheet. In profit or loss, rental expenses will be replaced with
depreciation and interest expense. The impacts on our Group’s financial results and position upon the
adoption of HKFRS 16 as lessor of finance leases and operating leases are not expected to be material.
Nevertheless, any further potential new or revisions to accounting standards for leases and the
resulting changes to our Group’s income and expenses arising out of leasing activities, in particular
to the accounting for our Group’s revenue as lessor of finance leases and operating leases, may
negatively impact our future operating results.

RISKS RELATING TO OUR INDUSTRY

The construction machinery trading and leasing industry is competitive, and competitive
pressures could lead to a decrease in our market share and our ability to sell or lease machinery
at favourable prices.

The construction machinery trading and leasing industry is fragmented and competitive.
According to the F&S Report, there were about 50 companies which provide construction machinery
trading business and around 80 companies which provide construction machinery leasing business as
us as in 2015 respectively. Despite of entry barriers for new entrants to enter the construction
machinery services industry in Hong Kong, such as limited technical ability, established business
relationship between contractors and existing market players and intensive initial capital investment,
we face competitions with existing construction machinery service providers and potential new
entrants into the market. We believe there may be increased competition in the construction machinery
trading and leasing market from existing competitors or from new market entrants.
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We believe that quality of products and services is the primary competitive factors in the
construction machinery trading and leasing industry. From time to time, our competitors may compete
by introducing similar or lower-priced substitutes. Competitive pressures could materially adversely
affect our revenues and operating results by decreasing our market share or depressing the machinery
prices. If we lower the prices in order to retain or increase market share, our operating margins and

financial performance would be adversely impacted.

Any changes in the prevailing market conditions and trends in the construction industry may
adversely affect our performance and financial condition.

Our Group’s operations are currently located in Hong Kong only. The demand for our
construction machinery trading and leasing business is highly dependent on the continued availability
of construction projects, external economic environment and the prevailing market conditions in the
construction industry in Hong Kong. In addition, the market conditions of the construction industry
in Hong Kong are influenced by various factors, including but not limited to: (i) shortage of skilled
labour; (ii) macroeconomic environment; (iii) government budget on infrastructure projects; and (iv)
ecological environment. Should there be a recurrence of recession, any significant deterioration in the
demand for construction machinery, our operating results and financial conditions could be adversely
affected.

RISKS RELATING TO CONDUCTING OPERATION IN HONG KONG

The state of economy in Hong Kong may adversely affect our performance and financial

condition.

During the Track Record Period, all of our revenue was derived from construction industry in
Hong Kong. We believe that the revenue generated in Hong Kong will continue to represent all or a
very substantial proportion of our total revenue in the near future. Any economic downturn or
recession in Hong Kong could lead to decline in demand for our products and services as such our

overall business and results of operations may be materially and adversely affected.

The state of political environment in Hong Kong may adversely affect our performance and

financial condition.

Hong Kong is a special administrative region of the PRC and enjoys a high level of autonomy
under the principle of “one country, two systems” according to the Basic Law of Hong Kong.
However, we are not in any position to guarantee the implementation of the “one country, two
systems” principle and the level of autonomy currently in place at the moment. Since all of our
operations are based in Hong Kong, any change of such political arrangements may pose immediate
threat to the stability of the economy in Hong Kong, thereby directly and adversely affecting our

results of operations and financial positions.
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RISKS RELATING TO THE SHARE OFFER

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

The trading price and volume of our Shares may be volatile, which could result in substantial loss
to our investors.

The trading price of our Shares may be volatile and could fluctuate widely in response to factors
beyond our control, including (i) variations in the level of liquidity of our Shares; (ii) changes in
securities analysts’ (if any) estimates of our financial performance; (iii) investors’ perceptions of our
Group and the general investment environment; (iv) changes in laws, regulations and taxation systems
which affect our operations; and (v) the general market conditions of the securities markets in Hong
Kong. In particular, the trading price performance of our competitors whose securities are listed on
the Stock Exchange 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.

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,
or net income and cash flow, the success or failure of our efforts in implementing business and growth
strategies; our involvement in material litigation as well as recruitment or departure of key personnel,
could cause the market price of our Shares to change unexpectedly. Any of these factors may result
in large and sudden changes in the volume and trading price of our Shares.

As there will be a gap of several days between the pricing and the trading of our Offer Shares,
holders of our Offer Shares are subject to the risk that the price of our Offer Shares could fall during
the period before trading of our Offer Shares begins. The Offer Price of our Shares is expected to be
determined on the Price Determination Date. However, our Shares will not commence trading on the
Stock Exchange until the Listing Date. As a result, investors may not be able to sell or otherwise deal
in our Shares during the period between the Price Determination Date and the Listing Date.

Accordingly, holders of our Shares are subject to the risk that the price of our Shares could fall
before trading begins as a result of adverse market conditions or other adverse developments that
could occur between the time of sale and the time trading begins.
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Investors for our Shares will experience immediate dilution and may experience further dilution
if we issue additional Shares in the future.

The Offer Price is higher than the net tangible asset value per Share. Hence, investors of our
Offer Shares will experience an immediate dilution in the unaudited pro forma adjusted net tangible
asset value to HK$0.18 per Share based on the Offer Price at HK$0.35 per Offer Share (being the low
end of the proposed Offer price range).

We may need to raise additional funds due to changes in business conditions, or to finance our
future plans, whether in relation to our existing operations or any future acquisitions. If additional
funds are raised by way of issuing Shares or equity-linked securities other than on a pro-rata basis to
existing Shareholders our existing Shareholders’ shareholding may be reduced, the earnings per Share
and the net tangible asset value per Shares would diminish and/or such newly issued securities may
have rights, preferences and privileges superior to the Shares of our existing Shareholders.

Future disposal or perceived disposal of a substantial number of Shares of our existing
Shareholders in the public market could materially and adversely affect the prevailing market
price of our Shares.

Disposal of substantial amounts of our Shares in the public market after the completion of the
Share Offer, or the perception of such disposal could adversely affect the market price of our Shares
and materially impair our future ability to raise capital through offerings of our Shares. There is no
assurance that our major Shareholders would not dispose of their shareholdings. Any significant
disposal of our Shares by any of the major Shareholders could materially affect the prevailing market
price of our Shares. In addition, these disposals may make it more difficult for us to issue new Shares
in the future at a time and price we deem appropriate, thereby limiting our ability to raise further
capital. We cannot predict the effect of any significant future disposal on the market price of our
Shares.

The interest of our Controlling Shareholders may not always coincide with the interest of our
Group and those of our other Shareholders.

Our Controlling Shareholders have significant influence over the operations and business
strategies of our Group, and may have the ability to require our Group to effect corporate actions
according to their own desires by virtue of their shareholding in our Group. The interests of our
Controlling Shareholders may not always coincide with the best interests of other Shareholders. If the
interests of any of our Controlling Shareholders conflict with the interests of other Shareholders, or
if any of our Controlling Shareholders chooses to cause our Group’s business to pursue strategic
objectives that conflict with the interests of other Shareholders, our Group or those other
Shareholders’ interest may be adversely affected as a result.

Investors should read the entire prospectus and should not rely on any information contained in
press articles or other media coverage regarding us and the Share Offer.

We strongly caution our investors not to rely on any information contained in press articles or
other media regarding us and the Share Offer. Prior to the publication of this prospectus, there may
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be press and media coverage regarding the Share Offer and us. Such press and media coverage may
include references to certain information that does not appear in this prospectus, including certain
operating and financial information and projections, valuations and other information. We have not
authorised the disclosure of any such information in the press or media and do not accept any
responsibility for any such press or media coverage or the accuracy or completeness of any such
information or publication. We make no representation as to the appropriateness, accuracy,
completeness or reliability of any such information or publication. To the extent that any such
information is inconsistent or conflicts with the information contained in this prospectus, we disclaim

responsibility for it and our investors should not rely on such information.

Certain facts, forecast and other statistics in this prospectus obtained from publicly available
sources have not been independently verified and may not be reliable.

Certain facts, forecast and other statistics in this prospectus are derived from various government
and official resources. However, our Directors cannot guarantee the quality or reliability of such
source materials. We believe that the sources of the said information are appropriate sources for such
information and have taken reasonable care in extracting and reproducing such information. We have
no reason to believe that such information is false or misleading or that any fact has been omitted that
would render such information false or misleading. Nevertheless, such information has not been
independently verified by us, the Sponsor, the Underwriters or any of their respective affiliates or
advisers and, therefore, we make no representation as to the accuracy of such facts and statistics.
Further, we cannot assure our investors that they are stated or compiled on the same basis or with the
same degree of accuracy as similar statistics presented elsewhere. In all cases, our investors should
consider carefully how much weight or importance should be attached to or placed on such facts or

statistics.

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

This prospectus contains forward-looking statements with respect to our business strategies,
operating efficiencies, competitive positions, growth opportunities for existing operations, plans and

objectives of management, certain pro forma information and other matters. The words “anticipate”,

3 bl

“believe”, “could”, “predict”, “potential”, “continue”, “expect”, “intend”, “may”, “plan”, “seek”,
“will”, “would”, “should” and the negative of these terms and other similar expressions identify a
number of these forward-looking statements. These forward looking statements, including, amongst
others, those relating to our future business prospects, capital expenditure, cash flows, working
capital, liquidity and capital resources are necessarily estimates reflecting the best judgment of our
Directors and management and involve a number of risks and uncertainties that could cause actual
results to differ materially from those suggested by the forward-looking statements. As a consequence,
these forward-looking statements should be considered in light of various important factors, including
those set out in the section headed “Risk Factors” in this prospectus. Accordingly, such statements are
not a guarantee of future performance and investors should not place undue reliance on any
forward-looking information. All forward-looking statements in this prospectus are qualified by

reference to this cautionary statement.

— 41 —



INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

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 (Chapter 571V of the
Laws of Hong Kong) and the Listing Rules for the purpose of giving information to the public with
regard to us. Our Directors, having made all reasonable enquires, confirm that to the best of their
knowledge and belief, the information contained in this prospectus is accurate and complete in all
material aspects and not misleading or deceptive, and there are no other matters the omission of which

would make any statement herein or this prospectus misleading.

THE SELLING SHAREHOLDER

The Selling Shareholder will offer 60,000,000 Sale Shares for sale under the Share Offer. For
details of the Sale Shares by the Selling Shareholder, please refer to the section headed “Statutory and
General Information — E. Other Information — 8. Particulars of the Selling Shareholder” in Appendix
IV to this prospectus.

UNDERWRITING

This prospectus is published solely in connection with the Share Offer which comprises the
Placing and the Public Offer. For applicants under the Share Offer, this prospectus and the Application

Forms set out the terms and conditions of the Share Offer.

The Listing is sponsored by the Sponsor. The Public Offer will be fully underwritten by the
Public Offer Underwriters under the terms of the Public Offer Underwriting Agreement and is subject
to the agreement to the Offer Price between our Company (for itself and on behalf of the Selling
Shareholder) and AOCL (for itself and on behalf of the Underwriters). The Share Offer is managed by
the Joint Lead Managers. The Placing will be fully underwritten by the Placing Underwriters under
the terms of the Placing Underwriting Agreement. For further information about the Underwriters and
the underwriting arrangements, please refer to the section headed “Underwriting” in this prospectus.

DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined by AOCL (for
itself and on behalf of the Underwriters) and our Company (for itself and on behalf of the Selling
Shareholder) on or around Monday, 6 February 2017 (Hong Kong time) or such later time as may be
agreed between the AOCL (for itself and on behalf of the Underwriters) and our Company (for itself
and on behalf of the Selling Shareholder), but in any event no later than Tuesday, 7 February 2017
(Hong Kong time). If, for any reason, the Offer Price is not agreed between our Company (for itself
and on behalf of the Selling Shareholder) and AOCL (for itself and on behalf of the other

Underwriters), the Share Offer will not proceed.

42 —



INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

RESTRICTIONS ON OFFER AND SALE OF OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares or the distribution of
this prospectus and/or the related Application Forms in any jurisdiction other than Hong Kong.
Accordingly, this prospectus may not be used for the purpose of, and does not constitute, an offer or
invitation, nor is it calculated to invite or solicit offers 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 offered and sold, and will not be offered or sold, directly or indirectly in the U.S., except in
compliance with the relevant laws and regulations of such jurisdiction.

INFORMATION ON THE SHARE OFFER

The Offer Shares are offered to the public in Hong Kong for subscription solely on the basis of
the information contained and the representations made in this prospectus and the related Application
Forms. No person is authorised in connection with the Share Offer to give any information or to make
any representation not contained in this prospectus, and any information or representation not
contained in this prospectus must not be relied upon as having been authorised by our Company, the
Sponsor, the Joint Lead Managers, the Underwriters, any of their respective directors, agents,
employees or advisers or any other person involved in the Share Offer.

Each person acquiring the Offer Shares will be required, and is deemed by his acquisition of the
Offer Shares, to confirm 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.

Prospective applicants for Offer Shares should consult their financial advisers and take legal
advice, as appropriate, to inform themselves of, and to observe, all applicable laws and regulations of
any relevant jurisdiction. Prospective applicants for the Offer Shares should inform themselves as to
the relevant legal requirements of applying for the Offer Shares and any applicable exchange control
regulations and applicable taxes in the countries of their respective citizenship, residence or domicile.

APPLICATION FOR LISTING OF THE SHARES ON THE STOCK EXCHANGE

We have applied to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in, our Shares in issue and to be issued as mentioned in this prospectus (including
any Shares which may be issued pursuant to the exercise of the Over-allotment Option or the options
which may be granted under the Share Option Scheme).

No part of our Shares is listed on or dealt in on any other stock exchange and no such listing or
permission to list is being or currently proposed to be sought in the near future.
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HONG KONG BRANCH REGISTER OF MEMBERS AND STAMP DUTY

All Shares issued by us pursuant to applications made in the Share Offer will be registered on
our branch register of members to be maintained in Hong Kong by Tricor Investor Services Limited,
our Hong Kong Branch Share Registrar. Our principal register of members will be maintained in the
Cayman Islands by our Company’s principal share registrar, Maples Fund Services (Cayman) Limited.

Dealings in Shares registered in our Hong Kong Branch Share Registrar will be subject to Hong
Kong stamp duty. Only Shares registered on our Hong Kong branch register of members may be traded
on the Stock Exchange.

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of subscribing for or purchasing, holding or
disposing of or dealing in the Offer Shares, you should consult your professional advisers. None of
the Company, the Sponsor, the Joint Lead Managers, the Underwriters, their respective directors,
agents, employees or advisors and any other person involved in the Share Offer accepts responsibility
for any tax effects on, or liability of, any person or holders of Shares resulting from subscribing for,
purchasing, holding or disposing of or dealing in the Offer Shares.

OVER-ALLOTMENT OPTION AND STABILISATION

Details of the arrangements relating to the Over-allotment Option and stabilisation are set out in
the section headed “Structure and Conditions of the Share Offer” in this prospectus.

PROCEDURE FOR APPLICATION FOR THE PUBLIC OFFER SHARES

The procedure for application for the Public Offer Shares is set out in the section headed “How
to Apply for Public Offer Shares” in this prospectus and on the relevant Application Forms.

STRUCTURE OF THE SHARE OFFER

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

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, the Shares on the Stock
Exchange and we comply 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 such other date
HKSCC chooses. Investors should seek the advice of their stockbroker or other professional advisers
for details of those settlement arrangements as such arrangements will affect their rights, interest and
liabilities.
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Settlement of transactions between participants of the Stock Exchange is required to take place

in CCASS on the second business day after a trading transaction.

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

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

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence at 9:00 a.m. on Friday,
10 February 2017.

The Shares will be traded in board lots of 8,000 Shares each.

ROUNDING

Unless otherwise stated, all the numerical figures are rounded to one decimal place. Any
discrepancies in any table or chart between totals and sums of amounts listed therein are due to

rounding.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Translated English names of Chinese, Japanese, South
Korean, Italian laws and regulations, governmental authorities, departments, entities, institutions,
natural persons, facilities, certificates, titles and the like included in this prospectus are unofficial
translations for identification purposes only. In the event of any inconsistency, the Chinese name

prevails.

EXCHANGE RATES CONVERSION

For exchange rates translations throughout this prospectus (if any), we make no representations
and none should be construed as being made, that any of the Hong Kong dollar, Japanese Yen, Euro
or U.S. dollar amounts contained in this prospectus could have been or could be converted into

amounts of any other currencies at any particular rate or at all on such date or any other date.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS

Name

Residential address

Nationality

Executive Directors

Siu Chun Yiu Jonathan (F#RHE)

Wong Fei Heung Terbe (T 3 )

Yip Kam Ling (E£7%)

Ho King Chiu ({i] §t#)

Independent non-executive Directors

Chui Kwong Fun (4% )

Leung Siu Hong (JEHR)

Li Ching Wing (2= E4%)

Flat 2, 7/F, Block C

Park Place

7 Tai Tam Reservoir Road
Repulse Bay

Hong Kong

Flat 2, 7/F, Block C

Park Place

7 Tai Tam Reservoir Road
Repulse Bay

Hong Kong

Flat G, 36/F

Chinese

Chinese

Chinese

Civic House, Affluence Garden

Tuen Mun
Hong Kong

Room 2009

Wo Muk House

Lei Cheng Uk Estate
Sham Shui Po

Hong Kong

Flat G, 18/F

Block 12, Chi Fu Fa Yuen
Pokfulam

Hong Kong

Flat E, 22/F

Block 2, Academic Terrace
101 Pok Fu Lam Road
Hong Kong

Flat 3, 18/F, Block E
Sunway Gardens

989 King’s Road
Quarry Bay

Hong Kong

Chinese

British

Chinese

Chinese

For further details, please refer to the section headed “Directors, Senior Management and Staff”

of this prospectus.
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PARTIES INVOLVED

Sponsor

Joint Lead Managers and
Bookrunners

Co-Managers

Public Offer Underwriters

Legal advisers to our Company
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805-806, Far East Consortium Building
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99 Queen’s Road Central

Hong Kong
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99 Queen’s Road Central

Hong Kong
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The information in the section has been partly derived from various publicly available
government sources, market data providers and other independent third party sources. In addition,
this section and elsewhere in the prospectus contains information extracted from a commissioned
report (the “F&S Report”), prepared by Frost & Sullivan for the inclusion in this prospectus. We
and the Sponsor believe that the sources of the information in this section are appropriate sources
for such information and have taken reasonable care in extracting and reproducing such
information. We and the Sponsor have no reason to believe that such information is false or
misleading or that any fact has been omitted that would render such information false or
misleading. The information has not been independently verified by our Directors, the Sponsor, the
Joint Lead Managers and the Underwriters or any party involved in Share Offer and no
representation is given as to its correctness, accuracy and completeness. The information may not
be consistent with other information compiled by other parties. As such, investors are cautioned not
to place any undue reliance on the information and statistics set forth in this section. Our Directors
confirm that, after taking reasonable care, there is no adverse change in the market information
since the date of the F&S Report, which may quality, contradict or have an impact on the
information as disclosed in this section.

REPORT CONDUCTED BY FROST & SULLIVAN

We have commissioned Frost & Sullivan, an independent professional market research company,
to analyse and report on Hong Kong construction machinery leasing and trading market. We paid Frost
& Sullivan a fee of HK$550,000 for the preparation of the report, which we believe to be consistent
with the market rates. Frost & Sullivan is a global consulting company founded in 1961 in New York
and has over 40 global offices with more than 2,000 industry consultants, market research analysts,
technology analysts and economists. Frost & Sullivan’s services include technology research,
independent market research, economic research, corporate best practices advising, training, customer

research, competitive intelligence and corporate strategy.

The information contained in the F&S Report is derived by data and intelligence gathering such
as: (i) secondary research, which sources are from Frost & Sullivan in-house research, industry report,
market database, trade journals, industry literature, and annual report; (ii) primary research, including
in-depth telephone and face to face interviews with experienced industry expert; (iii) information from
authorised organizations regarding the market size and the market share of key manufacturers. Frost
& Sullivan adopts multi-sources methodologies to build up industry data. Initiated from secondary
research as a start point, they conducted interviews with industry participants across the industry

chain, leading them to reach a market consensus.

The base year of this report is 2015, and the forecast period would be from 2016 to 2020. Frost
& Sullivan will use the latest information available or make estimations based on past years’ trend.
Methodology integrates several forecasting techniques with the Market Engineering
measurement-based system. It relies on the expertise of the analyst team in integrating the critical

market elements investigated during the research phase of the project.
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ASSUMPTIONS AND PARAMETERS FOR GROWTH AND FORECASTS USED IN F&S
REPORT

The following assumptions are used in the F&S Report:
° The social, economic and political environment is likely to remain stable.

° Key industry drivers are likely to continue to affect the market over the forecast period
from 2016 to 2020. For the projection of total market size, Frost & Sullivan plotted
available historical data against macroeconomic data as well as data with respect to related
industry drivers.

Reliability of the information and future forecast in the F&S Report

We are of the view that sources of information used in this section, which are extracted from the
F&S Report, are reliable and not misleading as Frost and Sullivan is an independent market research
company with extensive experience in their profession. Some of the analytical conclusions extracted
from the F&S Report cover future forecasts. We consider the future forecasts, and the associated major
bases and assumptions to be reliable, accurate and not misleading after taking into account that Frost
and Sullivan is an independent market research company with extensive experience in their profession.
Our Directors confirm that, to the best of their knowledge and after taking reasonable care, there is
no material adverse change in market information contained in this section since the finalisation of
the F&S Report which may qualify, contradict or have an impact on the information in this section.

OVERVIEW OF MACROECONOMIC CONDITION OF HONG KONG
Hong Kong Nominal GDP and GDP per Capita

Hong Kong nominal GDP increased from HK$1,776.3 billion in 2010 to HK$2,404.5 billion in
2015, representing a CAGR of 6.2%, and is expected to further increase to HK$3,394.4 billion in
2020, representing a CAGR of 7.2% during the forecast period. The nominal GDP per capita increased
from approximately HK$252,000 in 2010 to approximately HK$329,000 in 2015, at a CAGR of 5.5%,
and is expected to increase to approximately HK$451,000 in 2020, representing a CAGR of 6.6%.

The Hong Kong economy witnessed a moderate growth in nominal GDP of 7.1% in 2015 which
was slightly higher than previous year. The growth of GDP was mainly impacted by the weak external
demand amid an austere global economic environment characterised by the unsettled Euro debt crisis
and fragile recovery of the major advanced economies.

Hong Kong Public Expenditure on Infrastructure

The growth of Hong Kong construction engineering industry has been largely supported by the
commencement of a series of large scale infrastructure projects in recent few years. Since the
announcement of the Ten Major Infrastructure Projects, some cross border infrastructure projects and
development projects of Hong Kong’s infrastructures have been commenced to promote economic
development in Hong Kong and bridge the economic connections between Hong Kong and mainland
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China. The public expenditure on infrastructure in Hong Kong from 2010 to 2015 has been increased
from HK$49.0 billion to HK$79.4 billion which concluded to have a CAGR of 10.1% in the recent five
years. The increasing expenditure on infrastructure is according to the commencement of the
infrastructure projects including the medical, transportation and educational infrastructures.

Public Expenditure on Infrastructure,
Hong Kong, 2010-2015

HKS billion
90 — CAGR :

2010-2015
10.1%
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30

O —
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Source: Hong Kong Census and Statistics Department, and F&S Report

MARKET OVERVIEW OF THE ENGINEERING CONSTRUCTION INDUSTRY IN HONG
KONG

Increasing Infrastructure Demand

The rising trend in development projects may boost the demand for infrastructure in Hong Kong,
including the ongoing the Ten Major Infrastructure Projects. The Government has also put forth with
other construction and civil works, such as Operation Building Bright and Revitalizing Historic
Building. The increasing demand for infrastructure stimulated the growth of the entire construction
industry in Hong Kong.

Significant Investment in Construction Projects

According to the 2015-16 Budget announced by the Hong Kong Government, the public
expenditure on infrastructure is estimated to reach HK$70 billion in the same fiscal year. In view of
the upcoming construction projects (e.g. Three Runway System Project of Hong Kong International
Airport, Hong Kong-Zhuhai-Macau Bridge, Tuen Mun-Chek Lap Kok Link) and urban renewal plans,
it is expected that investment in construction projects will maintain at a relatively high level and boost
the sales and demand for related construction industries from the public sector.
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Reputable Construction Work

Construction companies in Hong Kong are well-known for high quality construction of high-rise
buildings including apartment blocks and office towers. With the adoption of specialised construction
techniques in various sectors in construction work, such as design-and-build methods, Hong Kong has
earned a good reputation in regional market in Asia which drives the growth of the export market of

Hong Kong’s building and construction service.

Rising Environment Awareness

Construction companies are now paying more attention to the environmental protection in their
construction work, which could enhance their market competitiveness. There is a surging demand for
construction demand for construction machinery with lower emission. Moreover, with NRMM
Regulation came into effect on 1 June 2015, all Regulated Machines are required to comply with the
new emission standards. Therefore, the demand for low emission machinery will be driven up under

the new regulation.

OVERVIEW OF CONSTRUCTION MACHINERY LEASING MARKET IN HONG KONG

Construction machinery is the tools and machineries used in a construction project including
civil, building, electrical and mechanical (E&M) and repair, maintenance, alteration and addition
(RMAA) works. Based on its functionality and application, construction machinery can be classified
into foundation machinery, power and energy machinery, lifting machinery, high reach machinery,

material handling machinery, earth moving machinery etc.

Classification and Application of Construction Machinery Offered by
Leasing and Trading Service Provider, Hong Kong

Category Application Common Types
Foundation Machinery Machinery primarily used in the site formation Piling machine, oscillator, drill rig,
stage of construction project vibrators
Power and Energy Devices to provide energy/power for operation or Diesel generator, air compressor,
Machinery illumination of the construction sites light tower
Lifting Machinery Machinery used to hoist heavy objects in Tower crane, truck crane, crawler crane
construction sites
High Reach Machinery Mechamcal df:Vlces used to provide access in Dlesel/gzlectrlc scissor lift, vertical lift,
high inaccessible areas boom lift
Earth Moving Machinery Machlner.y prlmanly used to move earth in Skid-steer, trencher, excavator, dozer,
construction sites grader, dump truckers
Material Handling Machinery used to raise heavy objects and move Reach forklift, telescopic handlers,
Machinery around loader, jack
Other machinery used in construction works in Tunneling machinery, concrete
Others both private and public sectors machinery, diesel welder, etc.

Source: F&S Report
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Introduction to Foundation and Power and Energy Machinery

Foundation machinery can be divided into three categories: piling machines, DTH drilling rigs
and bored pile machines. DTH drilling rigs are widely used in Hong Kong due to the geological
properties of the soil and they create less noise pollution comparing to the piling machines. Drilling
rigs can be categorised by different drilling techniques such as reverse circulation drilling rig and

DTH drill. Power generator is widely used for various kinds of construction on-site power supply.

Market Size of Hong Kong’s Construction Industry

The Hong Kong construction industry can be divided into two segments by end user type, namely
the public and the private sector. Since 2007, the Ten Major Infrastructure Projects has been
commenced in Hong Kong. It has greatly influenced both public and private sector. According to Hong
Kong Construction Industry Council, the market demand for engineering construction in Hong Kong
is expected to be approximately HK$90 billion to HK$110 billion each year from 2016 to 2020 for
public sector and approximately HK$115 billion to HK$130 billion each year from 2016 to 2020 for
private sector respectively, by conservative estimation. In the next few years, several factors ensure
the steady growth from non-governmental construction investment. Firstly, Hong Kong property
market sales has been gradually increasing since the second half of 2016. Secondly, over the past year,
the major property developers have been obtaining a lot of new land reserves and actively planning
to launch new projects in near future. The property developers in Mainland also showed great interest
in Hong Kong’s property market which boosts the confidence in the market. Furthermore, the Hong
Kong Government is considering to issue relevant policies to benefit the steady growth of real estate

and construction industry in Hong Kong.

The market size is expected to maintain steady growth from 2016 to 2020. The market size is
expected to grow at 3.0% from 2016 to 2020 but the private sector may have some fluctuations in the
future, subject to several factors such as the development planning of major developers and the
contractors’ preference in project type. In the public sector, there are plenty of small-sized projects
with contract amount less than HK$200 million. Based on the statistics of the major public projects
in Hong Kong during the past five years, the annual investment value of public project over HK$200
million ranged from HK$55 billion to HK$60 billion each year, which accounted for approximately
26% to 28% of the construction industry. Thus, in terms of project type by end user and project size,
referring to the data of Hong Kong Construction Industry Council and Frost and Sullivan’s statistical
estimation, the private sector and the public sector with project size less than HK$200 million is
expected to take up approximately HK$160 billion to HK$180 billion each year in the forecast period,
which is expected to be over 70% of the total construction market. As the use of exempted NRMM
will be not restricted in private projects or public projects with project size less than HK$200 million,
which will be the major market driver of market demand for the exempted NRMMs in the next five

years, it is projected that the demand for exempted NRMM will remain strong in the next five years.
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Expenditure Value of Construction Industry by End User, Hong Kong, 2010-2020E
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Market Size of Hong Kong’s Construction Machinery Leasing Market

Construction machinery leasing market can be categorised into five segments, namely power and
energy machinery, foundation machinery, lifting machinery, high reach machinery, and other
machinery. A boom is witnessed in the construction machinery leasing market as reflected by the huge
growth of the market at a CAGR of 19.2% over the last six years. The strong growth of the market
in recent years is attributed to the increasing number of construction projects with the continuous
support from the Government. The Government spending on infrastructure in 2015 is estimated to
reach HK$70 billion with an average growth rate of about 13% in the past five years. Along with the
completion of several projects in 2017, the growth in demand of construction machinery leasing will
turn moderate and keep at a modest rate with new projects expected from the Government.

Following the market trend, foundation machinery leasing market experienced high growth rates
from 2010 to 2015 in CAGR higher than 20%. The market size of foundation machinery leasing tripled
from about HK$100 million to nearly HK$270 million at the same period of time. It is expected that
in the next five years, the leasing market of foundation machinery will drive the growth of the entire
machinery leasing market, with the CAGR of 11.0%, exceeding the expected CAGR of 10.2% of the
entire machinery leasing market. Power and energy machinery leasing market also has the fastest
growth from HK$234.3 million to HK$612.7 million at a CAGR of 21.2% from 2010 to 2015. It is
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expected to maintain a market share of around 15% to 16% of the entire machinery leasing market over

the next five years.

Market Size of Construction Machinery Leasing Market by Machinery Type,
Hong Kong, 2010-2020E
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Source: F&S Report
Business Practice of Machinery Leasing Business in Hong Kong
Leasing Method

There are two main types of machinery leasing — operating and finance lease. Operating leases
are generally short-term business that allows end user to acquire machinery for a fraction of time in
projects. On the other hand, finance lease allows end user to acquire machinery for a longer time. It
is common for market players to sub-lease machinery from other construction machinery leasing
companies suppliers, based on the sub-leasing agreement.
Leasing Period

Leasing period of construction machinery in Hong Kong market ranges from days to months or

years subject to various factors such as the scale and schedule of projects, machinery type and

requirement of customers.
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Payment Term

Leasing service providers usually offer a credit period ranging from one month to a longer period

of time based on the credit of the customers.

Historical Price Trend in Hong Kong’s Construction Machinery Leasing Market

The leasing fee rate of construction machinery varies greatly due to the difference in machinery
category, model, capacity, condition and length of leasing period etc. The leasing fee rate is usually
provided on a daily, weekly or monthly basis and excludes transportation cost. For generators of
different capacities, the monthly leasing fee rate ranges between HK$3,000 per month to over
HK$30,000 per month. Generators with capacity of 220 kVA are widely used in Hong Kong market.
The average monthly leasing fee rate of power generator with capacity of 220 kVA, which is the most
common type of gen-sets by power range, increased gradually over the past five years and reached
approximately HK$10,000 in 2015 from approximately HK$8,000 in 2010 with a CAGR of 4.5%, as
a result of booming demand in the construction market.

Historical Leasing Fee Rate of Power Generators
(220kVA), Hong Kong, 2010-2015
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Note: The fee rate excludes transportation.

Cost Analysis of Hong Kong’s Construction Machinery Leasing Market

The major costs of construction machinery leasing business include purchase or leasing expenses
for machinery, depreciation of machinery, labor cost and maintenance cost, etc. The machinery leasing
expenses are generally in line with the market leasing fee rate, and in particular account for the largest
proportion of total cost for leasing business due to the high procurement cost of foundation machinery.

Labor cost is another major cost as mechanics and operators are essential for the operation of the
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leasing fleet. From 2010 to 2014, the daily salary of construction plant mechanics and machinery

operators has been increasing steadily with a CAGR of 10.3% and 8.8% respectively.

Cost Breakdown of Construction Machinery Leasing Average Labor Cost in Construction Machinery
Business, Hong Kong, 2015 Leasing Market, Hong Kong, 2010-2014
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COMPETITIVE LANDSCAPE OF THE CONSTRUCTION MACHINERY LEASING MARKET

Situation of Competition

In 2015, the total market size of construction machinery leasing market in Hong Kong was
approximately HK$3,950 million. There were nearly 80 to 90 competitors in Hong Kong’s
construction machinery leasing market with at least HK$3 million of annual leasing revenue. The
leasing revenue of the five largest players accounted for 17.3% of the total market size of 2015, and

the market concentration is very low.

In 2015, the total market size of power and energy machinery leasing market in Hong Kong was
approximately HK$612.7 million. There were nearly 20 competitors in Hong Kong’s power and energy
machinery leasing market with at least HK$3 million of annual leasing revenue. The leasing revenue
of the five largest players accounted for 38.0% of the total market size in the power and energy

machinery leasing market of 2015.

In 2015, the total market size of foundation machinery leasing market in Hong Kong was
approximately HK$269.4 million. There were nearly 15 to 20 competitors in Hong Kong’s foundation
machinery leasing market with at least HK$2 million of annual leasing revenue. The leasing revenue
of the five largest players accounted for 58.4% of the total market size of 2015, and the market

concentration was high.
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Factors of Competition

There are a number of factors which main-contractors and sub-contractors will consider when
they are in demand for the leasing of construction machinery services, including (i) efficient supply
of high-quality machinery; (ii) long-lasting and stable relationship with customer; (iii) professional

and timely after-leasing service; and (iv) attractive discount for customer.

The five largest players in power and energy machinery leasing market in 2015

Rank Company Leasing Revenue  Market Share
(HK$ million)

1 Competitor A 70.7 11.5%
2 Our Group 54.7 8.9%
3 Competitor B 46.3 7.6%
4 Competitor C 42.0 6.9%
5 Competitor D 18.9 3.1%

Others 380.1 62.0%

Total 612.7 100.0%

Source: F&S Report

Note: Revenue of our Group represents our revenue from leasing of power and energy machinery for the year ended 31 March

2016

Market growth drivers of Hong Kong’s Construction Machinery Leasing Market

Increasing demand from public construction projects

A number of public construction projects have been launched in recent years, such as a large
scale public housing construction project and construction of Three Runway System Project for the
Hong Kong International Airport etc, which will lead to a continuing demand for construction
machinery including power generation machinery and foundation machinery and drive the growth of

Hong Kong’s construction machinery leasing market.

More stringent environmental regulations driving equipment upgrade

Due to the increasingly stringent environmental regulations, such as the implementation of
NRMM Regulation, on the standard of noise pollution and exhaust emission of construction machinery
in Hong Kong, various machinery including generators, air compressors and crawler cranes are
required to acquire an approved label issued by EPD until 2019. Hong Kong’s construction machinery

leasing market will be driven by this trend.
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Efficiency of leasing for construction projects

Construction machinery leasing service offers a complete set of service including machinery
transportation, operators arrangement, emergency response, machinery maintenance etc. This set of
service can save a lot of human capital and management expenditure for contractors and guarantee
efficient service with rich experience.

Reduced quality risk

Large construction machinery such as power and energy machinery and foundation machinery
usually account for high proportion of expenditure for a construction project. Machinery leasing
companies can help their customers to reduce the quality risk during the construction period with their
after-sale service, specialised management and technical teams.

Threats of Hong Kong’s Construction Machinery Leasing Market

Uncertainty of public construction projects

Public construction projects provide high demand for construction machinery leasing service,
especially for generators and foundation machinery, but they are also influenced by several factors,
like macroeconomic environment, government budget, delay of funding, political reasons and
ecological environment etc, which may cause uncertainties to the construction projects and adverse
effects on construction machinery leasing industry.

Weak recovery of global economy and its effect on Hong Kong

The global economy has experienced weak recovery after the financial crisis in 2009. Hong Kong
is also largely influenced by the external economic environment. If the global economy continues to
be stuck in gloomy situation, Hong Kong would face shrink in demand in private construction sector
which will influence the prosperity of construction leasing market.

Limited potential in development due to size of the city

Despite the growth of the market mainly driven by the public construction projects, Hong Kong’s
construction engineering market is confronted with limited potential in development mainly due to the
size of the city. It is critical for Hong Kong’s construction engineering industry and related
construction service industries including machinery leasing market to seek out new development
opportunities in overseas markets.
Entry Barriers of Hong Kong’s Construction Machinery Leasing Market
Qualification and Environmental Requirement

With an increasing awareness on environmental protection, government imposed restrictions on

the environmental impact of construction machinery, construction machinery leasing companies have
to obtain certifications such as Emission Control of NRMM and QPME for their leasing fleets. The
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technical circular specifies all NRMM construction machinery sold or leased for use in Hong Kong
must be approved or exempted with a label issued by EPD. A plan to phase out exempted NRMM by
2019 is scheduled. Construction machinery leasing companies need to purchase machinery with
approved label, and small scale players that do not have sufficient capital to invest in machinery with

approved label will be phased out.

Capital Intensiveness

Huge investment is needed in the construction machinery leasing market as a number of
machinery fleet has to be purchased at the beginning so as to operate the machinery leasing business.
Large construction machinery such as generators and foundation machinery requires higher purchase
cost because of the higher monetary value of the machinery. In addition, capital investment is also
required for maintenance and repair of machinery. As a result, financing capability of the company

would be another key challenge for new market players.

Technical Barrier and Understanding on Know-how

Construction machinery leasing business needs to provide technical service such as repair and
maintenance. Power and energy machinery and foundation machinery mainly require high monetary
value, and therefore substantial technical experience and understanding on know-hows is required for
leasing service providers. As a result, it is necessary for the market players to have a technical team
to provide good technical service for customers. This restraints the potential market players entering

the market.

Track Record and Customer Barrier

It is the industry norm that construction contractors value the experience of construction
machinery leasing service providers and tend to establish long-term business relationship with their
suppliers. It is difficult for new entrants to compete with the established players due to the lack of
track record and market experience.

CONSTRUCTION MACHINERY TRADING MARKET IN HONG KONG

Market Size of Hong Kong’s Construction Machinery Trading Market

Prompted by the commencement of major infrastructural construction projects about high-speed
railways and subways during 2007 and 2008, the construction machinery trading market in Hong Kong
reached its top in 2010, with a total revenue of HK$3,971.3 million. As the machinery fleet satisfied
the market demand and the percentage of leasing gradually increased over the past five years, trading
of new construction machinery declined slightly with a CAGR of -3.6% from 2010 to 2015. Following
the market trend, trading market of lifting machinery and foundation work machinery also experienced
slightly decline over the past five years. In the next five years, the construction machinery trading

market is estimated to pick up and grow at a moderate rate of 2.9%, mainly due to the on-going
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construction of the infrastructure projects and expected commencement of new large-scale
reconstruction project in Kowloon City.

Market Size of Construction Machinery Trading Market by Machinery Type,
Hong Kong, 2010-2020E
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Business Practice of Hong Kong’s Construction Machinery Trading Market
Sales Process

The sale of construction machinery typically involves several processes, including customer
inquiry, price confirmation, down payment, delivery, billing, final payment and after-sales
maintenance. The period of whole sale process ranges widely from few to dozens of months, which
is subject to the supply-demand relationship and time of delivery required by customers.

Payment

The payment of construction machinery sale is divided into several stages in alignment with the
sales process. Down payment is usually required for the sale of new machinery, which typically
accounts for 10% of the price. The final payment will be completed before or after delivery in
accordance with specific conditions. For the sale of second hand machinery, full payment is required

in some cases.
Credit Management

Credit management is needed in most cases of construction machinery sale due to large monetary
value. Customers are usually given a credit term during which they have to complete the payment after

receiving the billing document. The credit term is usually determined based on the customer’s credit
record.
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Delivery and Lead Time

The lead time of construction machinery sale varies largely from few weeks to several months
according to various requirement of customers such as time of delivery, availability of machinery and

transportation time. The machinery also needs inspection before delivery.

Historical Price Trends in Hong Kong’s Construction Machinery Trading Market

For power generators, prices of different models with different output capacity vary significantly
from less than 100kVA to more than 400kVA. From 2010 to 2015, the average selling price of power
generators in Hong Kong market has fluctuated between HK$398,400 to HK$428,200. The average
selling price of drilling rig had a moderate increase from 2010 to 2014 due to growing construction
demand driven by the Ten Major Infrastructure Projects. As most parts of the infrastructure projects
are near completion, the average price experienced a small drop in 2015 due to the fall in demand in
the market. As drilling rigs have high monetary value (over HK$1 million on average) due to large size
and heavy duty of machines, many customers tend to purchase second-hand machinery. Prices of
second-hand machinery vary with the production date, depreciation rate and current conditions. On the
other hand, the increasingly stringent environmental protection regulations will promote the upgrade

of drilling rigs and the sale of machinery with QPME and approved labels issued by EPD.

Average Selling Price of Drilling Rig and
Power Generator, Hong Kong, 2010-2015
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Source: F&S Report

— 64 —



INDUSTRY OVERVIEW

COMPETITIVE LANDSCAPE OF THE CONSTRUCTION MACHINERY TRADING MARKET
Situation of Competition

In 2015, the total market size of construction machinery trading market in Hong Kong was
approximately HK$3,305.8 million. There were approximately 50 competitors in Hong Kong’s
construction machinery trading market with at least HK$10 million of annual trading revenue. The
trading revenue of the five largest players accounted for 50.8% of the total market size of 2015.

In 2015, the total market size of foundation machinery trading market in Hong Kong was
approximately HK$449.0 million. There were approximately 15 competitors in Hong Kong’s
foundation machinery trading market with at least HK$5 million of annual trading revenue. The
trading revenue of the five largest players accounted for 71.5% of the total market size of 2015.

Factors of Competition
There are a number of factors which main-contractors and sub-contractors will consider when
they are in demand for the purchase of construction machinery, including but not limited to (i)

dealership of top-tier foreign brands; (ii) close relationships with major customers; (iii) attractive
prices for the contractor; and (iv) effective management of logistics.

The five largest players in construction machinery trading market in 2015

Rank Company Trading revenue Market share
(HK$ million)

1 Competitor E 678.4 20.5%
2 Competitor F 604.8 18.3%
3 Our Group 137.1 4.1%
4 Competitor G 130.5 3.9%
5 Competitor H 128.9 3.9%

Others 1,626.1 49.2%

Total 3,305.8 100.0%

The five largest players in foundation machinery trading market in 2015

Rank Company Trading revenue  Market share
(HK$ million)

1 Our Group 127.0%* 28.3%
2 Competitor I 112.0 24.9%
3 Competitor J 30.5 6.8%
4 Competitor K 29.3 6.5%
5 Competitor E 22.4 5.0%

Others 127.8 28.5%

Total 449.0 100.0%

* Total revenue generated in foundation machinery trading market are derived from foundation machinery, drilling accessories
and relevant spare parts.

Source: F&S Report

Note: Revenue of our Group represents our respective segment revenue for the year ended 31 March 2016
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Market growth drivers of Hong Kong’s Construction Machinery Trading Market

Increasing demand for construction that requires machinery

The Ten Major Infrastructure Projects have significantly stimulated the Hong Kong construction
market. It is projected that a number of new projects such as the public and private housing plan and
the construction of a new runway at the airport will be put into practice in the following years with
the Government’s support as a part of infrastructure plan. With the increase in demand of construction
projects in the long run, contractors are likely to maintain a machinery fleet to ensure efficient
operation, which leads to the growing demand for purchase of construction machinery as reserve.

Cost reduction due to production overcapacity of construction machinery manufacturer

As the global economy has experienced slow recovery, the demand for construction projects has
greatly contracted which also led to the contraction of the construction machinery manufacturing
industry and excess production. However, this would trigger a fall in the purchase cost of construction

machinery, which drives the Hong Kong construction machinery trading market.

More stringent environmental regulations driving equipment upgrade

With increasingly higher environmental protection awareness, the Government is promoting
more use of environmentally friendly construction machinery through stringent implementation of
environmental regulations such as QPME and NRMM. For public construction projects, various types
of machinery including foundation machinery, power generators and air compressors are required to
acquire approved labels. Such regulation will drive the upgrade of construction machinery to meet the
requirement of the Government and stimulate the construction machinery trading market.

Threats of Hong Kong’s Construction Machinery Trading Market

Uncertainty of public construction projects

Public construction projects provide huge demand for construction machinery trading service,
especially for foundation machinery, but they are also influenced by factors such as the
macroeconomic environment, government budget and ecological environment, which might cause
uncertainties to construction projects and adverse effects on upstream construction machinery trading

industry.

The Legislative Council got filibuster, which resulted in the suspension of at least 80 percent of
construction projects which have been submitted to the Legislative Council by the government in the
first half year of 2016. For instance, Hong Kong section of the Guangzhou-Shenzhen-Hong Kong High
Speed Railway project, which is planned to complete in 2015 with investment of HK$65 billion, is
estimated to complete in 2018 with investment rising to HK$84 billion. If the Legislative Council was

unable to approve the funding of the projects, the foundation works, which are needed at the very
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beginning of the construction projects, are expected to be greatly influenced. Further, the contractors
would prefer to leasing machinery rather than by trading to avoid loss of investment. However, it is
expected that the market demand for construction machinery trading will resume to high demand after
the filibuster is settled.

Weak recovery of global economy and its effect on trading market

The global economy has experienced slow recovery after the financial crisis in 2009, and has
unflavored the construction industry. As a major trading hub in the global economy, the Hong Kong
construction machinery market is largely dependent on the external economic environment. If
mainland China and Macau continue to experience a slowdown in the construction industry, it is
expected that there will be a decline in the demand for import of construction machinery from Hong
Kong.

Increasing cost in Hong Kong’s construction industry

The construction industry is facing high cost due to labor shortage and other factors. The hiring
of operators and mechanics is necessary for the operation of construction machinery which poses
financial burden on end users, forcing them to switch to construction machinery leasing so as to lower
the operating costs.

Entry Barriers of Hong Kong’s Construction Machinery Trading Market

Management with Professionals

The regional leaders in Hong Kong construction machinery market have already earned a high
reputation over the years. The local players who introduce advanced management, are carrying out
their businesses more efficiently and with high quality.

Hong Kong has developed a system for the construction machinery trading market where the
players are merging foreign successful experience with the local construction machinery sale demand.
In addition, the management professionals can maximize their efficiency and work quality in the
trading market to keep the core competitiveness.

For new entrants, the professional management is a key entry barrier of the construction
machinery trading market as the method of managing the machinery trading business needs time and
experience to improve.

Experience and Customer Relationship

Construction machinery trading industry is relatively fragmented with a large number of industry
competitors, and therefore building up good customer relationship with major large-scale contractors
is necessary as it guarantees a stable customer base for the sale of construction machinery. Incumbent
market players have established their brand reputation and brand loyalty through long-term business
relationship with customers while it takes time for new market entrants to achieve that within a short
period of time.
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Barrier of Technical Ability

Technical ability is another key barrier for new players in the construction machinery market. For
power and energy machinery such as generator set, trading agents are mainly responsible for the
after-sales service including operation and maintenance for a long period of time. Moreover,
customers in Hong Kong tend to pay high attention to the quality of service. Therefore, it is important

for trading agents to have technical ability to provide qualified technical service.

FUTURE TRENDS OF HONG KONG’S CONSTRUCTION MACHINERY LEASING AND
TRADING MARKET

Specialised Products and Quick Delivery

For construction machinery leasing and trading companies, it is highly valued by contractors that
they have extensive product portfolio and quick delivery. It is a trend that construction machinery
leasing and trading companies will develop further partnership with top-tier suppliers to enhance their

supply chain.

More Focus on Value-added Service

Construction machinery leasing and trading companies will focus more on value-added services
such as transportation, debugging, installation and testing service prior to leasing and after-sales
service such as machinery management, maintenance and repair. As competition becomes increasingly

fierce, companies offering high quality services will have more bargaining power in project bidding.

Preference for Environmental-friendly Equipment

The Government has imposed a series of regulations to improve environmental standard of
construction sites, and will tighten the standard in the following years. With the introduction of QPME
System and NRMM Regulation, outdated equipment will be phased out by environmentally-friendly

machinery.

Effect of the political filibuster

Since 2015, the construction industry in Hong Kong has been affected by political filibuster
resulting delay of funding approval. In general, the negative impact of political filibuster will not be
eliminated completely in a short time. Taking flexibility into consideration, construction companies
prefer to lease machinery rather than purchase machinery to avoid the loss caused by political
filibuster. Part of the demand for trading of construction machinery will shift to leasing of
construction machinery during such period of time. In view of this, trading of construction machinery
business will be adversely affected by the delay in funding approval, yet it is anticipated to recover

as soon as the political filibuster is settled.
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OVERVIEW OF TRANSPORTATION SERVICES MARKET IN HONG KONG

Market Size of Crane Lorry Leasing Service in Construction Industry,
Hong Kong, 2010-2020E
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Source: Hong Kong Census and Statistics Department, and F&S Report

Crane lorry is a type of mobile lifting machinery. Different from other types of mobile lifting
machinery such as truck crane and crawler crane, crane lorry does not only unload, hoist and install
heavy components of construction machinery, but also perform the function of transportation of these
components and raw materials among construction sites. The crane lorry leasing services can be
further categorised into two types, including: (i) with the provision of operator; and (ii) without the
provision of operator.

Benefited from the Ten Major Infrastructure Projects and other repair, maintenance, alteration
and addition (RMAA) works projects in Hong Kong, the market demand for crane lorry leasing service
in construction industry experienced high growth of CAGR 24.2% from 2010 to 2015. In the forecast
period, the crane lorry leasing services market in Hong Kong is expected to maintain stable growth
at CAGR 12.3% due to the increasing demand and investment in construction projects such as the
Three Runway Project of Hong Kong International Airport, which is expected to cost HK$141.5
billion during its construction from 2016 to 2023. Further, the population in Hong Kong is expected
to keep increasing and reach 8.6 million in 2036, which will lead to large demand for residential
buildings. According to 2015 Policy Address, private projects will provide around 14,600 housing
units per year from 2015 to 2019, which increased by 28.1% comparing with that of 2010 to 2014. The
increasing demand for both public and private projects will stimulate the growth of the construction

industry and crane lorry leasing services market correspondingly.

There were less than 50 companies in Hong Kong’s crane lorry leasing market with high
concentration as the market entrant should be able to bear the high initial capital outlay and have
certain expertise of fleet management. The average rental rate of crane lorries with lifting capacity

from 15 tonnes to 30 tonnes reached 80%.
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This section sets out a summary of the material laws and regulations applicable to our business
and operations in Hong Kong.

Other than the relevant provisions of the Companies Ordinance, and other related requirements
for business registration, applicable to companies in Hong Kong, there is no legal regulation in Hong
Kong requiring construction machinery suppliers in Hong Kong to obtain specific operating licence
from the Government in order to carry out construction machinery trading and leasing services. The
above notwithstanding, however, during the provision of services, including the installation,
operation, inspection, maintenance and dismantling of construction machinery, we are required to
abide by the following relevant laws and regulations:

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

Under the FIUO, every proprietor of an industrial undertaking has a duty to ensure the safety and
health conditions at work of all staff members employed by him. The said general duty extends, in
particular, to include the following:-

(a) Provision and maintenance of plant and systems of work that are safe, and without risks,
to health;

(b) Arrangements for ensuring safety, and absence of risks, to health in connection with the
use, handling, storage and transport of articles and substances;

(c) Provision of information, instruction, training and supervision to ensure the safety and
health conditions at work of all individuals employed;

(d) Maintenance of the industrial undertaking under the proprietor’s control under conditions
which are safe, and without risks, to health, and provision and maintenance of means of
access to, and egress from, the industrial undertaking which are also safe and without health
risks; and

(e) Provision and maintenance of a working environment which is safe and without risks to
health.

A proprietor who contravenes the above duties commits an offence, and is liable to a fine of
HK$500,000. A proprietor who contravenes the above duties wilfully, and without reasonable excuse,
commits an offence, and is liable to a fine of HK$500,000, and to imprisonment for six (6) months.

The FIUO also stipulates that the proprietor of a construction work undertaking shall not employ
any person to carry out construction work unless the relevant individual has been issued with a valid
certificate for attending a safety training course recognized by the Commissioner for Labour. Such an
individual employed by the relevant proprietor shall carry the said certificate with him while at work,
and shall produce the same upon demand. A proprietor who contravenes the above duty commits an
offence, and is liable to a fine of HK$50,000.
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The Code of Practice for Safe Use of Mobile Cranes (the “Code of Practice”)

Section 7A of the FIUO confers upon the Commissioner for Labour the authority to issue codes
of practice for the purpose of providing practical guidance in respect of any one or more of the
requirements of the FIUO. The Code of Practice provides guidance on the safe use and operation of
mobile cranes to ensure the safety of personnel working at or nearby the said cranes, and covers, inter

alia, the responsibilities of the owners and operators of the said mobile cranes.

An owner of any crane includes the lessee, hirer, and any person who is in charge, or has control
or management, of the crane, and includes the contractor who has control over the way any
construction work, involving the use of the crane, is carried out. Under the Code of Practice, an owner
of mobile cranes is responsible for putting together a safe system of work, and educating all related
personnel on safe practices and the assignment of definite, individual safety responsibilities. The
owner shall plan all phases of the operation involving the crane, and is responsible for ensuring that
the individuals who prepare, erect, operate, and work with the machinery are well trained in both
safety and operating procedures. The owner shall also ensure that all mobile cranes are operated by
trained, experienced, competent and qualified crane operator, and that the individuals who direct, rig
and handle the loads have received proper training in the principles of the operation of the said cranes,
are able to establish weights and judge distances, heights and clearances, are capable of selecting the
relevant lifting gear of the said cranes, as well as the suitable rigging method for the lifting of loads,
and are capable of directing the movement of the said cranes and relevant loads of the said cranes to

ensure the safety of all personnel at all times.

The Code of Practice also sets out the responsibilities of the mobile crane operators, and
stipulates that mobile crane operators shall ensure, at all times, the safe operation of the crane under
his control, and, in this regard, follow the correct operation of the said cranes in accordance with the
manufacturer’s instructions, and within a safe system at work. He should, at any one time, only

respond to the signals from one slinger or signaller, who should be clearly identified.

Failure by any individual to observe the Code of Practice shall not, of itself, cause him/her to
incur any criminal liability. However, the compliance or contravention of the Code of Practice may
be relied on by any party in criminal proceedings where the compliance with a provision of the Code

of Practice is found by the court to be relevant to any question in the proceedings.

Factories and Industrial Undertakings (Lifting Appliances and Lifting Gear) Regulations
(Chapter 59]J of the Laws of Hong Kong) (the “FIU (LALG) Regulations”)

Safety of lifting appliances and lifting gear used at construction sites is mainly regulated by the
FIU (LALG) Regulations administered by the Commissioner for Labour which prescribe relevant
requirements with respect to the construction, inspection, testing, thorough examination, operation,
erection, dismantling and alteration of lifting appliances. For instance, the FIU (LALG) Regulations
specifically require the owner to, inter alia, ensure that a lifting appliance shall not be used unless :

(a) it is of good mechanical construction, made of strong and sound materials, and free from patent
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defect; (b) it is properly maintained; (c) the arrangements for fixing and anchoring the appliance are
adequate to secure its safety; (d) it is adequately and securely supported; and (e) every structure
supporting it is of good construction and adequate strength, of sound materials and free from patent
defect.

Under the FIU (LALG) Regulations, the owner of any crane or lifting appliance shall ensure that
it is properly tested and thoroughly examined by a competent examiner prior to its use. The competent
examiner shall immediately inform the owner of the lifting appliance if it cannot be used safely unless
certain repairs are carried out, and the owner of the lifting appliance shall ensure that the lifting
appliance shall not be used unless and until the relevant repairs have been effected to rectify the

situation.

In addition, pursuant to the FIU (LALG) Regulations, the owner of a crane (except for a crane
with a maximum safe working load of one (1) tonne or less, or a crane that operates with a grab or
any electro magnetic means) shall ensure that it shall not be used unless it is fitted with an automatic
safe load indicator that: (a) functions properly; (b) has been tested by a competent examiner on each
occasion that a test and thorough examination of the crane is required under regulation 5 thereof, and
the competent examiner has given the owner a certificate in the approved form in which he has made
a statement to the effect that the automatic safe load indicator is in good working order; and (c) has
been inspected by a competent person, and determined to be in safe working order during each
inspection of the crane required under regulation 7A thereof, and the competent person has given the
owner a certificate in the approved form in which he has made a statement to the effect that the

automatic safe load indicator is in good working order.

Under the FIU (LALG) Regulations, before a lifting appliance shall be used at, or moved in, an
industrial undertaking, the owner of the appliance shall take appropriate precautions to ensure its
stability. The owner of a crane shall, for the purpose of securing the stability of the crane, ensure that,
before use: (a) the crane shall be securely anchored, or adequately weighted by suitable ballast, which
is properly placed on the structure of the crane, and secured in a manner sufficient to prevent the
ballast from being accidentally displaced; and (b) no part of any rail on which the crane is mounted,
or any sleeper supporting such rail, shall be used as an anchorage.

For the purposes of the FIU (LALG) Regulations, “owner”, in relation to any lifting appliance
or lifting gear, includes the lessee or hirer thereof, and any overseer, foreman, agent or person in
charge or having the control or management of the lifting appliance or lifting gear, and the contractor
who has control over the way any construction work involving the use of the lifting appliance or lifting
gear is carried out and, in the case of a lifting appliance or lifting gear used in connection with work

on a construction site, also includes the contractor responsible for the construction site.

Pursuant to the FIU (LALG) Regulations, the owner shall ensure that the crane shall only be
operated by a person who : (a) has attained the age of eighteen (18) years; (b) holds a valid certificate
issued by the Construction Industry Council or any other person specified by the Commissioner for
Labour; and (c) in the opinion of the owner, shall be competent to operate the crane by virtue of his

experience.
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Any owner who contravenes the provisions of the FIU (LALG) Regulations commits an offence,
and shall be liable to the imposition of a fine of up to HK$200,000, and to imprisonment for twelve
(12) months.

Air Pollution Control (Non-road Mobile Machinery) (Emission) Regulation (Chapter 311Z of the
Laws of Hong Kong) (the “NRMM Regulation”)

Under the NRMM Regulation, which took effect on 1 June 2015, a person shall not sell or lease,
or cause to be sold or leased, a Regulated Machine for use in Hong Kong, unless the machine has been
approved. A person who fails to comply with this requirement commits an offence, and shall be liable,
on conviction, to the imposition of a fine of HK$200,000, and to imprisonment for six (6) months.

A person who sells or leases, or causes to be sold or leased, a Regulated Machine that is approved
or exempted shall ensure that: (a) the machine bears a label that complies with the requirements
specified in the NRMM Regulation, and shall be painted or affixed on the machine, and properly
maintained in accordance with the requirements specified in the NRMM Regulation; and (b) the
information set out in the label shall conform with the information provided to the relevant authority
in support of the application for the approval or exemption of the machine. A person who fails to
comply with the above requirements commits an offence, and shall be liable, on conviction, to the
imposition of a fine of HK$50,000, and to imprisonment for three (3) months.

From 1 September 2015, all Regulated Machines sold or leased for use in Hong Kong shall be
approved or exempted with a label issued by the EPD. Owners of existing non-road mobile
machineries (the “NRMMs”) shall apply for exemption during the six (6)-month grace period between
I June and 30 November 2015. Late application shall not be considered. Commencing from 1
December 2015, only approved or exempted NRMMs with a proper label shall be allowed to be used
in specified activities and locations, including the restricted area of the Hong Kong Airport, port
facilities, construction sites, designated waste disposal facilities and specified processes.

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

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

Under the said ordinance, employers shall, so far as reasonably practicable, ensure the
compliance of the relevant prescribed safety and health conditions at work of all their employees. This
includes, but is not limited to, the following:-

(a) providing and maintaining plant and systems of work which are, so far as reasonably
practicable, safe and without risks to health;

(b) making arrangement for ensuring, so far as reasonably practicable, safety and absence of
risks to health in connection with the use, handling, storage or transport of plant or
substances;
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(c) providing all necessary information, instruction, training and supervision as may be
necessary to ensure, so far as reasonably practicable, the safety and health at work of their
employees;

(d) as regards any workplace under the employers’ control:-

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

(i1) providing or maintaining means of access to, and egress from, the workplace which
are, so far as reasonably practicable, safe and without risks to health; and

(e) providing or maintaining a work environment for their employees which is, so far as
reasonably practicable, safe and without risks to health.

Failure to comply with any of the above provisions constitutes an offence, and the employer shall
be liable, on conviction, to the imposition of a fine of HK$200,000. An employer who fails to do so
intentionally, knowingly or recklessly commits an offence, and shall be liable, on conviction, to the
imposition of a fine of HK$200,000 and imprisonment for six (6) months.

The Commission for Labour shall also be entitled to issue an improvement notice against
non-compliance of this ordinance or the FIUO. Failure to comply with such notice without reasonable
excuse constitutes an offence punishable by the imposition of a fine of HK$200,000, and
imprisonment of up to twelve (12) months. The Commissioner for Labour shall also be entitled to issue
a suspension notice against an activity undertaken on the premises, or the condition or use of the
premises or of any plant or substance located on the premises, which may create imminent risk of
death or serious bodily injury. Failure to comply with such notice without reasonable excuse
constitutes an offence punishable by the imposition of a fine of HK$500,000, and imprisonment of up
to twelve (12) months, and by the imposition of a further fine of HK$50,000 for each day, or part of
a day, during which the offender knowingly and intentionally continues the contravention.

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

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

Under the Employees” Compensation Ordinance, in the event that an employee sustains an injury,
or dies as a result of an accident arising out, and in the course, of his employment, his employer shall,
in general, be liable to pay compensation, even if the employee might have committed acts of faults
or negligence upon the occurrence of the relevant accident. Similarly, an employee who suffers
incapacity resulting from an occupational disease prescribed under the Employees’ Compensation
Ordinance, which is due to the nature of any occupation in which the employee was employed at any
time within the prescribed period immediately preceding such incapacity or death, shall be entitled to
receive the same compensation as that payable to an employee injured in an accident arising out, and
in the course, of employment.
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According to Section 24 of the Employees’ Compensation Ordinance, a principal contractor shall
be liable to pay to his sub-contractor, or any other sub-contractor, in relation to the execution of the
work, any compensation under the Employees’ Compensation Ordinance which the principal
contractor would have been liable to pay in the event that the relevant employee had been immediately
employed by him. Under such circumstances, the principal contractor shall, nevertheless, be entitled
to be indemnified by the sub-contractor who would have been liable to pay compensation to the
injured employee, and the employees in question shall be required to serve a notice in writing on the
principal contractor before making any claim or application against the said principal contractor.

Pursuant to Section 40 of the Employees’ Compensation Ordinance, all employers shall be
required to take out insurance policies to cover their liabilities to pay compensation for any injury
caused via accident, or for the death of an employee arising out, and in the course, of employment.
An employer who fails to so comply is liable, on conviction and upon indictment, to the imposition
of a fine of HK$100,000, and imprisonment for two (2) years.

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

The Minimum Wage Ordinance establishes a statutory minimum wage regime to provide for a
minimum wage at an hourly rate for employees employed under a contract of employment under the
Employment Ordinance (Chapter 57 of the Laws of Hong Kong), save for stipulated exceptions.

Under the said ordinance, statutory minimum wage becomes effective on 1 May 2011, and, with
effect from 1 May 2015, the rate in relation to which shall be set at a minimum of HK$32.5 per hour.

The Minimum Wage Commission shall report on any recommended changes in statutory
minimum wage at least once every two (2) years to the Chief Executive of Hong Kong, who shall be
entitled to make adjustments thereto having regard to the said recommendation.

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

Employers shall be required to enrol their regular employees (except for certain exempt persons)
aged between eighteen (18) and sixty five (65), and employed for sixty (60) days or more, in an MPF
scheme within the first sixty (60) days of employment.

For both employees and employers, it is mandatory to make regular contributions into an MPF
scheme. For an employee, subject to the maximum and minimum levels of income (HK$25,000 and
HK$7,100 per month respectively before 1 June 2014, or HK$30,000 and HK$7,100 per month,
respectively on or after 1 June 2014), an employer shall deduct 5% of the relevant income on behalf
of an employee as mandatory contributions to a registered MPF scheme, with a ceiling of HK$1,250
before 1 June 2014, or HK$1,500 on or after 1 June 2014. An employer shall also be required to
contribute an amount equivalent to 5% of an employee’s relevant income to the MPF scheme, with a
ceiling of HK$1,250 before 1 June 2014, or HK$1,500 on or after 1 June 2014.

Competition Ordinance (Chapter 619 of the Laws of Hong Kong)

The Competition Ordinance, which fully came into full force and effect on 14 December 2015
prohibits conduct which: (a) prevents, restricts or distorts competition in Hong Kong; (b) prohibits
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mergers that substantially lessen competition in Hong Kong; and (c) provides for incidental and
connected matters. The Competition Ordinance also provides for the establishment of the Competition
Commission with investigative powers, and the Competition Tribunal with adjudicative powers. The
Competition Ordinance includes, among other provisions, the First Conduct Rule, which prohibits
anti-competitive conduct involving more than one party, and the Second Conduct Rule, which
prohibits anti-competitive conduct by a party with substantial market power.

The First Conduct Rule

The First Conduct Rule provides that an undertaking shall not: (a) make or give effect to an
agreement; (b) engage in a concerted practice; or (c) as a member of an association of undertakings,
make or give effect to a decision of the association, if the object or effect of the agreement, concerted
practice or decision is to prevent, restrict or distort competition in Hong Kong. Examples of serious
anti-competitive conduct includes: (a) fixing, maintaining, increasing, or controlling the price for the
supply of goods or services; (b) allocating sales, territories, customers or markets for the production
or supply of goods or services; (c) fixing, maintaining, controlling, preventing, limiting or eliminating
the production or supply of goods or services; and (d) bid-rigging practices.

The Second Conduct Rule

The Second Conduct Rule provides that an undertaking that has a substantial degree of market
power in a market shall not abuse that power by engaging in conduct which has, as its object or effect,
the prevention, restriction or distortion of competition in Hong Kong. Factors which may be taken into
account, when determining whether an undertaking has such power, includes: (a) the market share of
the undertaking; (b) the undertaking’s power to make pricing and other decisions; and (c) any barriers
to entry to competitors into the relevant market. The Competition Ordinance also provides two
examples of such abusive conduct: (a) engaging in “predatory behaviour towards competitors” or (b)
“limiting production, markets or technical development to the prejudice of consumers”.

The Second Conduct Rule only applies to conduct engaged in by an undertaking with an annual
turnover of more than HK$40 million.

Consequences of non-compliance with the Competition Ordinance

Penalties which the Competition Tribunal shall be entitled to impose for contraventions of a
competition rule, which includes the First Conduct Rule and the Second Conduct Rule, include
pecuniary penalties, awards of damages, and interim injunctions. In this relation, the maximum
pecuniary penalty in relation to a “single contravention” shall be up to 10% of the annual turnover
obtained by the undertaking concerned in Hong Kong for each year the infringement lasted, and, in
the event that the contravention occurred within three (3) years or more, 10% of the turnover for the
three (3) years during which the contravention occurred which saw the highest, second highest and
third highest turnover. The Competition Tribunal shall also be entitled to order the disqualification of
responsible directors for up to five (5) years, award injunctions, declare agreements to be void, award
damages, confiscate illegal profits, and order the payment of costs of the relevant Competition
Commission’s investigation.
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OUR HISTORY

Our history can be traced back to the 1990s. Sanroc International, as one of our three (3)
principal operating subsidiaries, was incorporated in Hong Kong on 26 September 1996. In November
1996, Liloy Holdings Limited (“Liloy Holdings”) (a company owned by Mr. Siu and Ms. Bae Kay
Hyosook at that point in time) owned 99.99% of the shareholding interest in Sanroc International as
a result of allotment by Sanroc International on 28 November 1996. Thereafter, through various
relevant allotments and transfers of shares of Sanroc International prior to the Reorganisation, Mr. Siu

and Mrs. Siu became the beneficial owners of the entire shareholding interest in Sanroc International.

In 1998, the second principal operating subsidiary of our Group, Sanroc Leasing was
incorporated. Shortly after incorporation on 12 August 1998, various allotments and transfers of
shares of Sanroc Leasing had taken place. In December 1999, Foundton Worldwide Limited and Liloy
Holdings (a company owned by Mr. Siu and Ms. Bae Kay Hyosook at that point of time) owned
99.9998% and 0.0002% of the shareholding interests in Sanroc Leasing, respectively. Thereafter,
through various relevant share transfers and allotments of shares of Sanroc Leasing prior to the
Reorganisation, Mrs. Siu became the beneficial owner of the entire shareholding interest in Sanroc

Leasing.

Our third principal operating subsidiary of our Group, Santech Transportation, was incorporated
on 25 July 1991. Mr. Siu owned 49.99% of the shareholding interest in Santech Transportation as a
result of allotment by Santech Transportation on 7 October 1991 for the development of foundation
machinery trading business. Thereafter, through various relevant share transfers and allotments of
shares of Santech Transportation prior to the Reorganisation, Mr. Siu and Mrs. Siu became the

beneficial owners of the entire shareholding interest in Santech Transportation.

Pursuant to an acting-in-concert confirmation entered into between Mr. Siu and Mrs. Siu on 9
August 2016, Mr. Siu and Mrs. Siu confirmed the existence of their previous acting-in-concert
arrangements, and their intention to continue to maintain such arrangements for purposes of

consolidating their control over our Group.

DEVELOPMENT

Our Group is principally engaged in: (i) trading of construction machinery, which are mainly
foundation machinery and drilling accessories; (ii) leasing of construction machinery, which are
mainly power and energy machinery; and (iii) local transportation services via our crane lorries during
the year ended 31 March 2016. For further information in relation to our business, please refer to the

section headed “Business” in this prospectus.
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The following table summarises the key milestone events which have occurred during the course
of development of the business of our Group:

Year Event

1991 Mr. Siu, our founder and executive Director acquired 49.99% of shares of Sanetech
Limited to develop foundation machinery trading business in Hong Kong

1996 Sanroc International was incorporated in Hong Kong on 26 September 1996
1997 Sanroc International commenced its construction machinery trading business
1998 Sanroc Leasing was incorporated under the name “Huddy International (Far East)

Limited” in Hong Kong on 12 August 1998
2003 Sanroc Leasing commenced its construction machinery leasing business

2015 Santech Transportation commenced its business of providing limited local
transportation services via its crane lorries

CORPORATE HISTORY

The Company has a number of subsidiaries incorporated in the BVI and Hong Kong. Details of
the members of our Group and their respective corporate history are set out below.

THE COMPANY

The Company was incorporated in the Cayman Islands under the Companies Law as an exempted
company with limited liability on 25 July 2016 with an authorised share capital of HK$380,000
divided into 380,000 Shares of HK$1.00 each, of which one (1) Share was allotted and issued to
Mapcal Limited as its initial subscriber and on the same date transferred to Lion Spring Enterprises
Limited. As part of the Reorganisation, the Company became the ultimate holding company of our
Group. As at the Latest Practicable Date, all allotted and issued Shares of the Company were held by
Lion Spring Enterprises Limited.

THE SUBSIDIARIES
Sanroc International

Sanroc International was incorporated in Hong Kong as a limited liability company on 26
September 1996 with an authorised share capital of HK$10,000.00 divided into 10,000 shares of
HK$1.00 each. Sanroc International is principally engaged in the trading and leasing of construction
machinery.

On 26 September 1996, Realty Dragon Limited and Onglory Company Limited each subscribed
for one (1) ordinary share in Sanroc International. On 28 November 1996, 9,998 shares of Sanroc
International, all credited as fully paid, were allotted and issued to Liloy Holdings at a consideration
of HK$1.00.
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Since then, various changes in shareholding of Sanroc International had taken place between
1996 and 2002.

On 31 March 2003, 990,000 shares were allotted and issued to Liloy Holdings at a consideration
of HK$1.00 each. Upon completion of the said allotment, and up to the period immediately preceding
the Reorganisation, Sanroc International was owned as to 99.9999% by Liloy Holdings and 0.0001%
by Regal Nominees Limited.

Sanroc Leasing

Sanroc Leasing was incorporated in Hong Kong as a limited liability company on 12 August 1998
under the name “Huddy International (Far East) Limited” with an authorised share capital of
HK$10,000.00 divided into 10,000 shares of HK$1.00 each. The name of Huddy International (Far
East) Limited was changed to Sanroc Leasing (Plant & Machinery) Limited (& %& ¥l & A R A 7))
with effect from 21 May 2002. Sanroc Leasing is principally engaged in the leasing of power energy
machinery, and the provision of related after sales services.

On 12 August 1998, Realty Dragon Limited and Onglory Company Limited each subscribed for
one (1) ordinary share in Sanroc Leasing.

Since then, various changes in shareholding of Sanroc Leasing had taken place between 1998 and
2003.

On 1 April 2003, Mrs. Siu acquired one (1) share and 249,999 shares of Sanroc Leasing from
Liloy Holdings and Foundton Worldwide Limited respectively at a consideration of HK$1.00 and
HK$249,999.00 respectively. On the same date, Ms. Yip Kam Ling acquired 250,000 shares of Sanroc
Leasing from Foundton Worldwide Limited at a consideration of HK$250,000. Subsequently, such
shares held by Ms. Yip Kam Ling came to be held on trust for Mrs. Siu. Upon completion of the above
transfers, and up to the period immediately preceding the Reorganisation, Sanroc Leasing was owned
as to 50% by each of Mrs. Siu and Ms. Yip Kam Ling.

Santech Transportation

Santech Transportation was incorporated in Hong Kong as a limited liability company on 25 July
1991 under the name “Sanetech Limited (%% A FR/AH])” with an authorised share capital of
HK$10,000.00 divided into 10,000 shares of HKS$1.00 each. The name of Sanetech Limited
(%% A PR/~ 7)) was changed to Santech Transportation Limited (35 2 # #ii A FR /A7) with effect from
11 June 2015. Santech Transportation commenced its business of providing local transportation
services via its crane lorries during 2016.

On 25 July 1991, Sheen Friendship Limited and True Friendship Limited each subscribed for one
(1) ordinary share in Santech Transportation. Since then, various changes in shareholding of Santech

Transportation had taken place.

Up to the period immediately preceding the Reorganisation, Santech Transportation was owned
as to 59.9% by Liloy Holdings and 40.1% by Mrs. Siu.
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Jubilee Land Holdings Limited

In anticipation of the Reorganisation, Jubilee Land Holdings Limited was incorporated in the
BVI on 12 May 2016 as a limited liability company with an authorised share capital of US$50,000
divided into 50,000 shares of US$1.00 each, and serves as an investment holding company of our
Group upon the completion of the Reorganisation. On 1 August 2016, one (1) share of Jubilee Land
Holdings Limited, credited as fully paid, and representing 100% of the entire issued shares of the said
company, was held by Mrs. Siu.

Red Day Global Limited

In anticipation of the Reorganisation, Red Day Global Limited was incorporated in the BVI on
6 June 2016 as a limited liability company with an authorised share capital of US$50,000 divided into
50,000 shares of US$1.00 each, and serves as an investment holding company of our Group upon the
completion of the Reorganisation. On 1 August 2016, one (1) share of Red Day Global Limited,
credited as fully paid, and representing 100% of the entire issued shares of the said company, was held
by Liloy Holdings.

Jovial Lead Global Limited

In anticipation of the Reorganisation, Jovial Lead Global Limited was incorporated in the BVI
on 11 April 2016 as a limited liability company with an authorised share capital of US$50,000 divided
into 50,000 shares of US$1.00 each, and serves as an investment holding company of our Group upon
the completion of the Reorganisation. On 1 August 2016, one (1) share of Jovial Lead Global Limited,
credited as fully paid, and representing 100% of the entire issued shares of the said company, was held
by Liloy Holdings.

REORGANISATION

As part of, and pursuant to, the Reorganisation in preparation for the Listing, a number of share
transfers had been effected, and, as a result of which, the Company became the holding company of
our Group on 10 November 2016.

The following diagram sets out the corporate structure of our Group immediately before the
implementation of the Reorganisation:

Mrs. Siu Ms. Yip Kam Ling
250,000 250,000
ordinary shares ordinary shares
(50%) (50%)

Sanroc Leasing

(Hong Kong)
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Mrs. Siu .
1 ordinary share
Foundton Worldwide
Mr. Siu Limited
(BVI)
25,000 25,000
ordinary shares ordinary shares
(50%) (50%)
Liloy Holdings Regal Nominees Limited
(BVI) (BVI)
999,999 |
ordinary shares ordinary share
(99.9999%) (0.0001%)
Sanroc International
(Hong Kong)
Mrs. Siu
1 ordinary share
\ (100%)
Foundton Worldwide
Mr. Siu Limited
(BVI)
25,000 25,000
ordinary shares ordinary shares
(50% (50%)
Liloy Holdings Mrs. Siu
(BVI)
599,000 401,000
ordinary shares ordinary shares
(59.9%) (40.1%)

Santech Transportation
(Hong Kong)
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In preparation of the Listing, our Group underwent the Reorganisation through the following

major steps:

(1)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

By virtue of a trust deed entered into by Ms. Yip on 5 January 2004, the 250,000 Sanroc
Leasing ordinary shares held by Ms. Yip came to be held on trust for Mrs. Siu. On 1 August
2016, Ms. Yip transferred the said ordinary shares back to Mrs. Siu at nil consideration. As
a result, 500,000 Sanroc Leasing ordinary shares, all credited as fully paid, have been held
by Mrs. Siu, representing the entire issued share capital of the said company, since 3 August
2016.

By virtue of a trust deed entered into by Regal Nominees on 29 March 2001, the one (1)
Sanroc International ordinary share held by Regal Nominees, came to be held on trust for
Liloy Holdings. On 7 June 2016, Regal Nominees transferred its one (1) Sanroc
International share back to Liloy Holdings at nil consideration. As a result, 1,000,000
Sanroc International shares, all credited as fully paid, have been held by Liloy Holdings,

representing the entire issued share capital of the said company, since 7 June 2016.

On 12 September 2016, Mrs. Siu, as seller, and Liloy Holdings as purchaser, entered into
a share sale and purchase agreement, pursuant to the terms of which Mrs. Siu transferred
her 401,000 Santech Transportation ordinary shares, representing 40.1% of the issued share
capital of Santech Transportation to Liloy Holdings. In consideration, Liloy Holdings
allotted and issued two (2) of its shares, all credited as fully paid at par, to Mrs. Siu. As
a result, 1,000,000 Santech Transportation ordinary shares, all credited as fully paid, have
been held by Liloy Holdings, representing the entire issued share capital of the said
company, since 7 October 2016.

Jubilee Land Holdings Limited was incorporated on 12 May 2016 in the BVI, and is
authorised to issue a maximum of 50,000 shares with par value of US$1 each. On 1 August
2016, one (1) share of Jubilee Land Holdings Limited, credited as fully paid, and
representing 100% of the entire issued shares of the said company, was held by Mrs. Siu.

Red Day Global Limited was incorporated on 6 June 2016 in the BVI, and was authorised
to issue a maximum of 50,000 shares with par value of US$1 each. On 1 August 2016, one
(1) share of Red Day Global Limited, credited as fully paid, and representing 100% of the
entire issued shares of the said company, was held by Liloy Holdings.

Jovial Lead Global Limited was incorporated on 11 April 2016 in the BVI, and was
authorised to issue a maximum of 50,000 shares with par value of US$1 each. On 1 August
2016, one (1) share of Jovial Lead Global Limited, credited as fully paid, and representing
100% of the entire issued shares of the said company, was held by Liloy Holdings.

On 26 August 2016, Mrs. Siu, as seller, and Jubilee Land Holdings Limited as purchaser,
entered into a share sale and purchase agreement, pursuant to the terms of which Mrs. Siu
transferred her 500,000 Sanroc Leasing ordinary shares to Jubilee Land Holdings Limited.
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In consideration, Jubilee Land Holdings Limited, allotted and issued one (1) share, credited
as fully paid, to Mrs. Siu. As a result, 500,000 Sanroc Leasing ordinary shares, all credited
as fully paid, have been held by Jubilee Land Holdings Limited, representing the entire
issued share capital of the said company, since 12 September 2016.

(viii) On 19 September 2016, Mrs. Siu and Liloy Holdings entered into a capital contribution

(ix)

(x)

(xi)

(xii)

(xiii)

agreement, pursuant to the terms of which Mrs. Siu transferred all her Jubilee Land
Holdings Limited shares to Liloy Holdings. In exchange, Liloy Holdings allotted and issued
57,617 of its shares, all credited as fully paid, to Mrs. Siu. As a result, two (2) Jubilee Land
Holdings Limited shares, all credited as fully paid, have been held by Liloy Holdings,
representing the entire issued share capital of the said company, since 22 September 2016.

On 1 September 2016, Liloy Holdings (as transferor) and Red Day Global Limited (as
transferee) entered into a capital contribution agreement, pursuant to the terms of which
Liloy Holdings transferred all its Sanroc International shares to Red Day Global Limited In
exchange, Red Day Global Limited allotted and issued one (1) share, credited as fully paid,
to Liloy Holdings. As a result, 1,000,000 Sanroc International shares, all credited as fully
paid, have been held by Red Day Global Limited, representing the entire issued share
capital of the said company, since 22 September 2016.

On 11 October 2016, Liloy Holdings (as transferor) and Jovial Lead Global Limited (as
transferee) entered into a capital contribution agreement, pursuant to the terms of which
Liloy Holdings transferred all its Santech Transportation shares to Jovial Lead Global
Limited. In exchange, Jovial Lead Global Limited allotted and issued one (1) share,
credited as fully paid, to Liloy Holdings. As a result, 1,000,000 Santech Transportation
shares, all credited as fully paid, have been held by Jovial Lead Global Limited,
representing the entire issued share capital of the said company, since 11 October 2016.

As the intended listing vehicle, our Company, was incorporated in the Cayman Islands with
limited liability on 25 July 2016, with an authorised share capital of HK$380,000 divided
into 380,000 Shares with a par value of HK$1.00 each. On the date of incorporation, 1
Share of our Company, credited as fully paid, and representing 100% of the entire issued
shares of the said company, was issued to Mapcal Limited as initial subscriber and on the
same date transferred to Lion Spring Enterprises Limited.

Lion Spring Enterprises Limited was incorporated on 18 May 2016 in the BVI, and is
authorised to issue a maximum of 50,000 shares with a par value of US$1 each. On 1 August
2016, three (3) shares of Lion Spring Enterprises Limited, all credited as fully paid, and
representing 100% of the entire issued shares of Lion Spring Enterprises Limited, were
allotted and issued, and each of Mr. Siu, Mrs. Siu and Foundton Worldwide Limited held
1 share of Lion Spring Enterprises Limited.

On 12 October 2016, Mr. Siu, as transferor, Lion Spring Enterprises Limited, as transferee,
entered into a capital contribution agreement, pursuant to the terms of which Mr. Siu
transferred all his 25,000 Liloy Holdings ordinary shares to Lion Spring Enterprises
Limited. In exchange, Lion Spring Enterprises Limited allotted and issued 24,999 of its
shares, all credited as fully paid, to Mr. Siu.
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(xiv) On 12 October 2016, Mrs. Siu, as transferor, Lion Spring Enterprises Limited, as transferee,

(xv)

entered into a capital contribution agreement, pursuant to the terms of which Mrs. Siu
transferred all her 57,619 Liloy Holdings ordinary shares to Lion Spring Enterprises
Limited. In exchange, Lion Spring Enterprises Limited allotted and issued 57,618 of its
shares, all credited as fully paid, to Mrs. Siu.

On 12 October 2016, Foundton Worldwide Limited, as transferor, Lion Spring Enterprises
Limited, as transferee, entered into a capital contribution agreement, pursuant to the terms
of which Foundton Worldwide Limited transferred all its 25,000 Liloy Holdings ordinary
shares to Lion Spring Enterprises Limited. In exchange, Lion Spring Enterprises Limited,
allotted and issued 24,999 of its shares, all credited as fully paid, to Foundton Worldwide
Limited.

(xvi) Liloy Holdings made an entity classification election to be treated as a disregarded entity

for US federal income tax purposes by filing Form 8832, Entity Classification Election,
effective on 14 October 2016. Form 8832 must be filed within 75 days of 14 October 2016,
its requested effective date. The making of an entity classification election to be treated as
a disregarded entity has an effect of a deemed liquidation for US federal income tax
purposes only. Liloy Holdings would be deemed to distribute all its assets, including its
Jubilee Land Holdings Limited, Red Day Global Limited and Jovial Lead Global Limited
shares concurrent with the deemed liquidation.

The actual distribution of Liloy Holdings’s assets would need to be effectuated through the
execution of the relevant legal documents. On or after the effective date of Liloy Holdings’
entity classification election, Liloy Holdings would be liquidated and distribute its Jubilee
Land Holdings Limited, Red Day Global Limited and Jovial Lead Global Limited shares to
Lion Spring Enterprises Limited. As a result, all Jubilee Land Holdings Limited, Red Day
Global Limited and Jovial Lead Global Limited shares have been held by Lion Spring
Enterprises Limited since 3 November 2016.

Following the distributions, Liloy Holdings shall be legally liquidated. The plan is that
Liloy Holdings would be legally liquidated in 2017.

Based on the confirmation of the sole director of Liloy Holdings that Liloy Holdings is not
insolvent at the time it enters into each transaction undertaken by Liloy Holdings as part
of the Reorganisation, and that such transactions do not cause Liloy Holdings to become
insolvent, our BVI legal advisers confirm that, as a matter of BVI law, the liquidation of
Liloy Holdings shall not affect the validity of any of such transactions.

Our Hong Kong legal advisers also confirm that, as a matter of Hong Kong law, the
liquidation of Liloy Holdings shall not affect the validity of any of the transactions
undertaken by Sanroc Leasing, Sanroc International and Santech Transportation as part of

the Reorganisation.
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(xvii) On 9 November 2016, Lion Spring Enterprises Limited and our Company, with Mr. Siu and
Mrs. Siu (as warrantors), entered into a capital contribution agreement, pursuant to the
terms of which Lion Spring Enterprises Limited transferred all its Jubilee Land Holdings
Limited shares, i.e. 2 shares, to our Company. In exchange, our Company allotted and
issued one (1) Share, credited as fully paid, to Lion Spring Enterprises Limited. As a result,
two (2) Jubilee Land Holdings Limited shares, all credited as fully paid, have been held by
the Company, since 10 November 2016.

(xviii) On 9 November 2016, Lion Spring Enterprises Limited and our Company, with Mr. Siu and
Mrs. Siu (as warrantors), entered into a capital contribution agreement, pursuant to the
terms of which Lion Spring Enterprises Limited transferred all its Red Day Global Limited
shares, i.e. 2 shares, to our Company. In exchange, our Company allotted and issued one
(1) Share, credited as fully paid, to Lion Spring Enterprises Limited. As a result, two (2)
Red Day Global Limited shares, all credited as fully paid, have been held by the Company,
since 10 November 2016.

(xix) On 9 November 2016, Lion Spring Enterprises Limited and our Company, with Mr. Siu and
Mrs. Siu (as warrantors), entered into a capital contribution agreement, pursuant to the
terms of which Lion Spring Enterprises Limited transferred all its Jovial Lead Global
Limited shares, i.e. 2 shares, to our Company. In exchange, our Company allotted and
issued one (1) Share, credited as fully paid, to Lion Spring Enterprises Limited. As a result,
two (2) Jovial Lead Global Limited shares, all credited as fully paid, have been held by the
company, since 10 November 2016.

(xx) On 18 January 2017, a U.S. trust (“AMSC GRAT of 2017”) was established by Mr. Siu as
the grantor, and Mr. Siu as the trustee, of the same. The U.S. trust is a grantor retained
annuity trust.

On 18 January 2017, Mr. Siu declared all his shareholding interests in Lion Spring
Enterprises Limited, representing 23.23% of the issued share capital of the Company, to be
held in trust for Mrs. Siu, with Mr. Siu as trustee under the trust AMSC GRAT of 2017.

Effectively, Mr. Siu as the trustee of AMSC GRAT of 2017 holds 23.23% interest in Lion
Spring Enterprises Limited since 18 January 2017. The term of the U.S. trust shall begin
upon the date on which Mr. Siu transfers the assets to himself as trustee (the “Creation
Date”), and shall conclude on the third anniversary of the Creation Date. The annuitant of
AMSC GRAT of 2017 during its three-year term is Mr. Siu, and the remainder beneficiary
upon the expiration of the term of AMSC GRAT of 2017 is Mrs. Siu.

(xxi) On 22 July 2016, Diamond Vista Holdings Limited was incorporated in BVI. On 1
November 2016, a discretionary trust (“The JANTS Trust”) was established by Mrs. Siu
as the settlor, and BNP Paribas Singapore Trust Corporation Limited as the trustee, of the
same. On 23 January 2017, Foundton Worldwide Limited transferred all its shares in Lion
Spring Enterprises Limited to Mrs. Siu at nil consideration. On 23 January 2017, Mrs. Siu
transferred all her shares in Lion Spring Enterprises Limited to Diamond Vista Holdings
Limited, a wholly-owned subsidiary of the trustee of The JANTS Trust. Effectively, since
23 January 2017, Diamond Vista Holdings Limited holds 76.77% interest in Lion Spring
Enterprises Limited on trust for Mrs. Siu and the children born to Mr. Siu and Mrs. Siu.

As a result of the Reorganisation, the Company became the holding company of our Group
comprising Sanroc International, Sanroc Leasing and Santech Transportation.



HISTORY, DEVELOPMENT AND REORGANISATION

The following chart sets out our corporate structure and shareholding structure immediately
following the completion of the Reorganisation:

The JANTS Trust?

BNP Paribas
Singapore Trust
Corporation Limited
is the trustee of

The JANTS Trust
AMSC
GRAT of 2017} BNP Paribas Singapore Trust
Corporation Limited
Mr. Siuis the | | 100%
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GRAT 0f 2017 ! Diamond
Vista
Holdings
Mr. Siu ..
Limited
(BVD
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Holdings Limited Global
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(Hong Kong) (Hong Kong) Transportation
(Hong Kong)
Notes:
1. Mr. Siu, as the grantor, established the AMSC GRAT of 2017, and also act as the trustee of the same. Prior to the Listing,

Mr. Siu transferred and delivered all his shares in Lion Spring Enterprises Limited to himself as trustee of the AMSC
GRAT of 2017 (he therefore, came to hold a 23.23% shareholding interest in Lion Spring Enterprises Limited). The term
of the U.S. trust commenced as of the time during which Mr. Siu transferred the assets to himself as trustee (the
“Creation Date”), and shall terminate on the third anniversary of the Creation Date. The annuitant of the AMSC GRAT
of 2017 during its three-year term shall be Mr. Siu, and the remainder beneficiary upon the expiration of the term of the
AMSC GRAT of 2017 shall be Mrs. Siu. Commencing on the first anniversary of the Creation Date, and continuing on
an annual basis during the term of the AMSC GRAT of 2017, Mr. Siu, as trustee, shall distribute to himself as the
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annuitant an “Annuity Amount”. The Annuity Amount for each year shall be a percentage of the initial fair market value
of the assets contributed to Mr. Siu as trustee as finally determined for federal tax purposes. Accordingly, during the
three-year term of the AMSC GRAT of 2017, Mr. Siu shall hold a beneficial interest in the trust assets as the annuitant
and a direct interest in the trust assets as the trustee, and shall, therefore, hold both a direct and a beneficial interest in
the Group. Mr. Siu signed the AMSC GRAT of 2017 on 18 January 2017 and funded it with USD 100,000 cash and 25,000
shares of Lion Spring Enterprises Limited. The Company’s BVI legal adviser has confirmed that, after the funding of
AMSC GRAT of 2017 and after Mr. Siu, as the trustee of the AMSC GRAT of 2017 becomes the registered shareholder
of the 25,000 shares of Lion Spring Enterprises Limited, Mr. Siu, as the trustee of the AMSC GRAT of 2017 is the sole

legal owner of such shares of Lion Spring Enterprises Limited.

The JANTS Trust was established by Mrs. Siu on 1 November 2016. It is confirmed by the Singaporean legal adviser
that, The JANTS Trust will not be the legal owner of any shares of Lion Spring Enterprises Limited upon completion
of the Reorganization. Diamond Vista Holdings Limited will be the legal owner of 76.77% in the share capital of Lion

Spring Enterprises Limited.
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The following chart sets out our corporate and shareholding structure of our Group immediately

after completion of the Capitalisation Issue and the Share Offer, assuming the Over-allotment Option

is not exercised:
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Notes:

1. Mr. Siu, as the grantor, established the AMSC GRAT of 2017, and also act as the trustee of the same. Prior to the Listing,
Mr. Siu transferred and delivered all his shares in Lion Spring Enterprises Limited to himself as trustee of the AMSC

GRAT of 2017 (he therefore, came to hold a 23.23% shareholding interest in Lion Spring Enterprises Limited). The term

of the U.S. trust shall commence as of the time during which Mr. Siu transfers the assets to himself as trustee (the

“Creation Date”), and shall terminate on the third anniversary of the Creation Date. The annuitant of the AMSC GRAT
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of 2017 during its three-year term shall be Mr. Siu, and the remainder beneficiary upon the expiration of the term of the
AMSC GRAT of 2017 shall be Mrs. Siu. Commencing on the first anniversary of the Creation Date, and continuing on
an annual basis during the term of the AMSC GRAT of 2017, Mr. Siu, as trustee, shall distribute to himself as the
annuitant an “Annuity Amount”. The Annuity Amount for each year shall be a percentage of the initial fair market value
of the assets contributed to Mr. Siu as trustee as finally determined for federal tax purposes. Accordingly, during the
three-year term of the AMSC GRAT of 2017, Mr. Siu shall hold a beneficial interest in the trust assets as the annuitant
and a direct interest in the trust assets as the trustee, and shall, therefore, hold both a direct and a beneficial interest in
the Group. Mr. Siu signed the AMSC GRAT of 2017 on 18 January 2017 and funded it with USD 100,000 cash and 25,000
shares of Lion Spring Enterprises Limited. The Company’s BVI legal adviser has confirmed that, after the funding of
AMSC GRAT of 2017 and after Mr. Siu, as the trustee of the AMSC GRAT of 2017 becomes the registered shareholder
of the 25,000 shares of Lion Spring Enterprises Limited, Mr. Siu, as the trustee of the AMSC GRAT of 2017 is the sole

legal owner of such shares of Lion Spring Enterprises Limited.

The JANTS Trust was established by Mrs. Siu on 1 November 2016. It is confirmed by the Singaporean legal adviser
that, The JANTS Trust will not be the legal owner of any shares of Lion Spring Enterprises Limited upon completion
of the Reorganization. Diamond Vista Holdings Limited will be the legal owner of 76.77% in the share capital of Lion
Spring Enterprises Limited.
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OVERVIEW

Our Group provides construction machinery trading and leasing services in Hong Kong. Our
business includes: (i) trading of construction machinery, which are mainly foundation machinery and
drilling accessories; (ii) leasing of construction machinery, which are mainly power and energy
machinery; and (iii) the provision of local transportation services with our crane lorries, which started
in July 2015.

For the three years ended 31 March 2016 and the four months ended 31 July 2016, our revenue

derived from different business segments was as follows:

For the four months
For the year ended 31 March ended 31 July
2014 2015 2016 2016
Revenue % of total — Revenue % of total  Revenue % of total Revenue % of total
HK$’000  revenue HK$'000  revenue HK$'000  revenue HK$'000  revenue

Trading of construction

machinery 81,347 72.1 154,731 74.6 137,128 66.8 32,594 55.7
Leasing of construction

machinery 31,487 27.9 52,803 25.4 66,993 32.6 23,405 40.0
Transportation services — — — — 1,318 0.6 2,485 4.3
Total 112,834 100.0 207,534 100.0 205,439 100.0 58,484 100.0

Our history can be traced back to 1991 when Mr. Siu, our founder and executive Director with
more than 25 years of experience in the industry, acquired 49.99% shares of Sanetech Limited (which
is now known as Santech Transportation) to develop foundation machinery trading business in Hong
Kong. We then expanded our business into power and energy machinery leasing market in 2003. Our
Directors believe that we can further profit from transportation services associated with our
construction machinery leasing business and the existing customer base. We started transportation

services in July 2015 and had five crane lorries in operation in that financial year.

In respect of the construction machinery trading business, which contributed approximately
HK$81.3 million, HK$154.7 million, HK$137.1 million and HK$32.6 million representing
approximately 72.1%, 74.6%, 66.8% and 55.7% respectively, of our Group’s total revenue for the
three years ended 31 March 2016 and the four months ended 31 July 2016, are mainly trading of
foundation machinery and drilling accessories, including RCD machines, casing oscillators, casing
rotators, drilling rigs and all related accessories. We source these construction machinery mainly
through manufacturers from South Korea, Japan, Germany and Italy which are considered as some of
the major players in the construction machinery industry. For some of our major suppliers, we have

entered into exclusive dealership agreements with them.



BUSINESS

Regarding the construction machinery leasing business, which contributed approximately
HK$31.5 million, HKS$52.8 million, HK$67.0 million and HKS$23.4 million representing
approximately 27.9%, 25.4%, 32.6% and 40.0% of our Group’s total revenue for three years ended 31
March 2016 and the four months ended 31 July 2016 respectively, we mainly focus on the leasing of
power generators which are commonly required in construction and electrical and mechanical
engineering projects to provide electricity supply. In addition, we provide a selection of air
compressors for foundation works. Our leasing fleet mainly includes 618 power generators and 32 air
compressors as at the Latest Practicable Date. In case when (i) we do not own specific machines; or
(ii) we do not have sufficient number of machines to fulfill the need of our customers, we will consider
leasing idle machinery from third party construction companies for which we would then sub-lease to

our customers.

Leveraging on our experience and market-leading position in our business segments, we intended
to further expand our business. During the year ended 31 March 2016, we made intensive capital
investment and developed a new business segment, the transportation services, by acquiring crane
lorries and setting up our transportation team. Our Directors intend to further develop our
transportation services and expand our construction vehicle fleet. As at the Latest Practicable Date,
our Group has 11 crane lorries in operation and our Group has purchased one additional crane lorry
which is expected to be delivered to us and commence operation during the year ending 31 March
2017.

According to the F&S Report, we are the third largest construction machinery trading company
in Hong Kong with market share of approximately 4.1% in 2015. In particular, we are the leading
foundation machinery trading company in Hong Kong with market share of approximately 28.3% in
the same period. In relation to our leasing operation, we are the second largest power and energy
machinery leasing company with market share of approximately 8.9% in Hong Kong in 2015. The
construction machinery leasing market in Hong Kong is highly fragmented and competitive with
around 80 competitors with more than HK$3 million annual leasing revenue in the market. The five
largest players in the construction machinery leasing market in Hong Kong accounted for only 17.3%

of the total market revenue in 2015.

As further stated by the F&S Report, construction machinery leasing and trading companies with
extensive product portfolio and quick delivery are highly valued by contractors. Leasing and trading
companies will focus more on value-added services such as pre-leasing and after-sales services to gain
more bargaining power in project bidding. In addition, subject to a series of regulations imposed by
the Government to improve environmental standard of construction sites, namely QPME System and

NRMM Regulation, more environmental-friendly machinery is preferred by contractors in Hong Kong.
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COMPETITIVE STRENGTHS

A well established market presence and continuous development in the Hong Kong construction
machinery industry

Mr. Siu, our founder and executive Director, founded our Group in 1991 to develop foundation
machinery trading business. We believe our management’s long-term presence in the Hong Kong
construction machinery services market gives our customers an overall confidence in our product
quality and services competency. All of our executive Directors have at least 17 years of experience
in the Hong Kong construction machinery services industry.

Leveraging on our established network of customers in the industry, we have continuously
developed our business based on our perception of industry need. In the past years, we have expanded
into power and energy leasing market. We started to develop our transportation services in July 2015.
We intend to allocate approximately 43.8%, or HK$38.6 million, of our net proceeds from the Listing
to expand this business segment.

We have proven track record of our successful efforts in our long operating history to become
one of the largest players in the construction machinery trading market in Hong Kong. According to
the F&S Report, we were the leading foundation machinery trading company and the second largest
power and energy machinery leasing company in Hong Kong in 2015. We believe that we have
well-developed scale and capabilities to continue to compete and retain our position in the Hong Kong
construction machinery services industry.

Market leader with large and well-maintained leasing fleet

According to the F&S Report, we were ranked second in the power and energy machinery leasing
market in Hong Kong with market share of approximately 8.9% in 2015. We have a leasing fleet of
over 600 units of power and energy machinery as at the Latest Practicable Date, including a wide
selection of power generators and air compressors of different models and standards. The utilisation
rates of our power and energy machinery were approximately 93.8%, 92.5%, 89.4% and 84.2% for the
three years ended 31 March 2016 and the four months ended 31 July 2016 respectively.

After the implementation of Air Pollution Control (Non-road Mobile Machinery) (Emission)
Regulation (the “NRMM Regulation”) and a technical circular issued by The Works Branch of the
Development Bureau on 8 February 2015 (the “Technical Circular”), we expect a higher demand for
power and energy machinery which can meet the emission standards and fulfill the NRMM Regulation
for the upcoming public work projects in Hong Kong. For more details, please see the section headed
“Regulatory Overview”. We have accordingly entered into purchase agreement of purchasing 104 units
of NRMM approved power generators during the year ended 31 March 2016 to meet the new emission
standards which helps to retain our market position and competitiveness in Hong Kong.

We regularly inspect and service our machinery to ensure they are well-maintained and available
in good condition when they are needed by our customers. We believe proactive machinery repair and
maintenance increases actual useful life, productivity and resale value of our machinery.
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According to the F&S Report, power and energy machinery leasing market size is expected to
continue to grow from approximately HK$709.4 million to HK$1,049.2 million during the period from
2016 to 2020, representing a CAGR of about 10.3%. Our Directors believe that our Group has
accumulated adequate professional experience in fleet management and our leasing fleet is able to
satisfy various demand from the market. Hence, we are able to capture the future booming market of

power and energy machinery leasing.

Know-how in foundation mechanical technology

We believe our know-how in the foundation mechanical technology is a key competency to
participate effectively in our industry. Mr. Siu, who obtained a Bachelor of Engineering in Mechanical
Engineering from National Cheng Kung University, Taiwan, together with Mrs. Siu and Mr. Ho King
Chiu, our executive Directors, possess extensive industry knowledge with more than 17 years of
experience in construction machinery services industry which enable our Group to provide idea

originations on our products.

Our Group is able to provide idea originations to our major suppliers for them to develop new
products and designs as we believe that our Group’s continuing commitment to bring in more advanced
construction machinery to our customers creates a platform for ourself to retain our competitiveness

and position in the industry.

Our relentless effort has successfully enabled us to attain our market position through
introducing new products into Hong Kong and provide idea originations to our suppliers to improve
existing products based on our customers’ requirements. In particular, we procure suppliers to produce
products which meet specific requirements of our customers through technological innovation.

Professional operation and technical support by our experienced technical team

We place significant emphasis on our operation and technical support services. We provide
technical staff to check our leased machinery to ensure our customers are provided with fully operable
machinery during the leasing period. In addition, we provide technical support services for both of our

construction machinery trading and leasing business.

Our Directors believe that consistent and quality service is important for building up our
reputation and customer relationships. Therefore, the operation and technical support services are
provided by our experienced technical team which consisted of eight people with relevant technical
background and experience, some of whom have been working with us for over ten years. We
emphasise in training and retention of our staff, especially our technical staff, as we believe that they
are vital to our long term success. We exercise control over their service quality by providing them
with trainings from time to time, both held by our in-house staff and our major suppliers, to ensure
that they are competent in keeping our machinery well-maintained and they are well-informed about
the functions, operation and maintenance of our machinery. We believe that our ability to provide
reliable technical support services is essential to build up long-term business relationship with our
customers.
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Stable relationship with our major customers and suppliers

Capitalising on our long history in the foundation machinery trading industry, our Group has
established and maintained stable business relationship with our major customers and suppliers. Our
customers include some of the major main contractors in Hong Kong, and meanwhile we directly
source machinery from some overseas manufacturers. Many of our five largest customers and
suppliers during the Track Record Period have established business relationship with us for more than
ten years. We believe that such long term relationships represent confidence and trust from our
business partners and acknowledgement of our ability.

Our Group is able to build up close working relationship with our business partners and bring
together our customers and suppliers to develop foundation technology. Our Directors have frequent
interactions with our customers regarding their feedbacks on the quality of our products which would
then be reflected to our suppliers by us. Through this solid communication channel together with our
experienced management team, our Directors believe that we are able to better understand our
customers’ needs as well as the market trend in order to make appropriate modifications or
improvements to our products. In particular, we would reflect the market needs to our suppliers who
would then make modifications based on our idea originations. Leveraging on our relationship, our
major suppliers provide us technical and other support such as training on the function, operation and
maintenance of their machinery. We believe our established relationship with suppliers also enable us
to acquire various types of machinery to fulfil our customers needs in a timely manner and with
favourable terms.

Our Group also leases foundation machinery and air compressors from third party construction
companies for which we would then sub-lease to our customers which, to the belief of our Directors,
is of mutual benefit and would build up a closer business relationship between us and our customers.

OUR STRATEGIES AND FUTURE PLANS

Strengthening our position as one of the market leaders in the power and energy machinery
leasing market in Hong Kong through replacement and expansion of our leasing fleet

In order to cater for the demand for leasing of construction machinery in Hong Kong, we intend
to expand our leasing fleet and maintain our strength on our principal type of machinery, namely
power and energy machinery. According to the F&S Report, we were the second largest power and
energy machinery leasing company in terms of market share in Hong Kong in 2015. During the Track
Record Period, the utilisation rates for our power generators were approximately 95.3%, 93.2%, 89.8%
and 84.1% and air compressors were approximately 72.0%, 86.0%, 83.9% and 86.4%, respectively.
For further details of the utilisation rates of our leasing fleet, please refer to the section headed
“Business — Our Leasing Fleet”.

In spite of the general decline in utilisation rate of power generators in our leasing fleet, which
was mainly caused by the time lag involved between the initial inspections of the machinery upon
receiving deliveries from the manufacturers and the initiation of first lease transaction with customers,
our Group’s overall profitability derived from the leasing of machinery business increased during the
Track Record Period.
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We planned to apply approximately 54.7% of net proceeds from Listing towards expanding of our
leasing fleet with the acquisition of 108 power generators and 32 air compressors. Amongst these, all
of the machinery in our planned expansion shall be approved NRMMs and particularly, all power
generators shall be with QPME Labels. For different periods during the Track Record Period, the
utilisation rate of our power generators of various output rates under lease with QPME Labels ranges
from approximately 81.4% to 97.0%, with the utilisation rate for most categories of power generators
with different output rates exceeding 90%. In view of the generally high utilisation rate of our existing
leasing fleet, with certain categories approaching full capacity, our Directors are of the view that there
is further growth potential with our construction machinery leasing business by expanding our lease
fleet.

As a result of growing environmental awareness and the implementation of the NRMM
Regulation and QPME System, a growing demand is expected for NRMM approved power and energy
machinery in the market. In order to cater for the expected demand for such machinery in the
upcoming construction projects in Hong Kong, we have accordingly entered into purchase agreement
of purchasing 104 units of NRMM approved power generators during the year ended 31 March 2016,
which all have been delivered to us as at the Latest Practicable Date, to meet the new emission
standards which helps to retain our market position and competitiveness in Hong Kong. We intend to
purchase more new machinery in the upcoming years.

Our Directors generally consider the following factors for expansion, disposal or replacement of
our leasing machinery: (i) monitoring and maintaining the average age of the construction machinery
under our leasing fleet; (ii) the environmental commitment engaged by our Group and the compiling
government regulatory of QPME Labels and NRMM Regulation for the more environmental friendly
machinery; and (iii) the market demand and supply of power generators and air compressors with
different specifications.

Expansion and development of our transportation services

Before we developed our transportation services, we engaged third party logistic service
providers for the delivery of leasing machinery to our customers. By engaging third party service
providers, we incurred additional operation cost for the transportation of our leasing machinery while
we do not have direct control over the performance of these services providers.

To improve cost-efficiency and the monitoring of delivery, we started to provide transportation
services in July 2015 when we acquired five crane lorries with lifting capacity ranging from 17 to 30
tonnes in that financial year. As at the Latest Practicable Date, we had 11 crane lorries in total in
operation with lifting capacity up to 55 tonnes. Our Directors believe the development of
transportation services would be welcomed by our customers and help to maintain our quality of
services in leasing operation.

For the year ended 31 March 2016 and the four months ended 31 July 2016, the revenue
generated from our transportation services accounted for approximately 0.6% and 4.3% of our total
revenue respectively. Leveraging on our industry reputation, established network and actual business
needs of the transportation services, we plan to expand and further develop our transportation services.
Please refer to the section headed “Future Plans and Use of Proceeds” for further details of our future
plan to acquire additional crane lorries.
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We expect to charge our customers for our transportation services according to the existing fee
basis adopted during the Track Record Period. Please refer to the section headed “Business —
Transportation services” in this prospectus for details of our transportation service fee during the
Track Record Period.

We make decision on our purchase based on our observation of market condition, communication
with customers, governmental regulations and the experience of our management. We believe that the
purchase of the new transportation vehicles will enable us to leverage on our existing business

operation and further expand into another segment for potential growth.

Recruiting and expanding our team of technical personnel and strengthening staff training

To ensure that we remain competitive and to enhance our strength in construction machinery
trading and leasing industry, which depends significantly on our experienced staff and know-how, we
will continue to hire and provide our staff with the necessary training in order to maintain our standard
of operating and technical services. We will continue to provide training to our technical staff to
ensure that they are competent in operating and maintaining our machinery. In addition, we will hire
more crane lorries drivers for the expansion of our transportation services. We will continue to
motivate our staff to further enhance their professionalism and industry know-how to support our

provision of services.

OUR BUSINESS MODEL

We principally engage in three business segments, namely (i) trading of construction machinery;
(i1) leasing of construction machinery; and (iii) provision of transportation services. We have a long
operating history in machinery trading business and have accumulated technical expertise to meet the
comprehensive demand of our customers. We have built up long-term business relationship and
exclusive dealership arrangements with some overseas brands of foundation machinery manufacturers.
Our Group was the largest foundation machinery trading company in Hong Kong with a market share
of approximately 28.3% in 2015, according to the F&S Report. In addition, we were also the second
largest power and energy machinery leasing company in Hong Kong with a market share of
approximately 8.9% in 2015, according to the F&S Report.

We are pleased to offer our customers with our portfolio of products, our design and modification
capability and value-added services. We consider ourselves as an important research and development

partner with our customers and suppliers in respect of foundation machinery.
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The following table sets out our revenue by business segment:

For the four months
For the year ended 31 March ended 31 July
2014 2015 2016 2016
Revenue % of total — Revenue % of total  Revenue % of total Revenue % of total
HK$’000  revenue HK$'000  revenue HK$'000  revenue HK$'000  revenue

Trading of construction
machinery

Trading of foundation

machinery 17,484 15.5 73,609 35.5 62,261 30.3 20,732 35.4
Trading of drilling
accessories 56,066 49.7 72,883 35.1 64,696 31.5 11,862 20.3
Others 7,797 6.9 8,239 4.0 10,171 5.0 — —
81,347 72.1 154,731 74.6 137,128 66.8 32,594 55.7
Leasing of construction
machinery
Leasing of power generator 24,158 21.4 33,189 16.0 43,635 21.2 16,024 27.4
Leasing of air compressor 2,587 2.3 10,939 5.3 11,100 5.4 3,062 5.2
Leasing of foundation
machinery 3,872 3.4 7,626 3.6 7,829 3.9 2,566 4.4
Leasing of other machinery 314 0.3 306 0.1 2,479 1.2 994 1.7
Other services 556 0.5 743 0.4 1,950 0.9 759 1.3
31,487 27.9 52,803 25.4 66,993 32.6 23,405 40.0
Transportation Services — — — — 1,318 0.6 2,485 4.3
Total 112,834 100.0 207,534 100.0 205,439 100.0 58,484 100.0

Trading of construction machinery

We have been developing construction machinery trading business since the establishment of our
Group in 1991. Our construction machinery for trading business is mainly (i) foundation machinery
and (ii) drilling accessories, both of which are primarily used at the early stages of construction
projects such as site formation and foundation works. According to the F&S Report, we were the
largest foundation machinery trading company in Hong Kong in terms of trading revenue in 2015, with

a market share of approximately 28.3%.
Foundation machinery

Foundation machinery can be further divided into three categories, namely (i) piling machines
(ii) DTH drilling rigs; and (iii) bored pile machines. DTH drilling rigs are widely used in Hong Kong

due to the geological properties of the soil and they create less noise pollution in comparison to piling

machines. We offer a variety of foundation machinery, including RCD machines, drilling rigs and
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casing rotators in our trading business. For the three years ended 31 March 2016 and the four months
ended 31 July 2016, trading of foundation machinery contributed approximately HK$17.5 million,
HK$73.6 million, HK$62.3 million and HK$20.7 million, representing approximately 21.5%, 47.6%,
45.4% and 63.6% of our trading revenue respectively.

Drilling accessories

Drilling accessories are essential components being attached to and used together with
foundation machinery which directly affect the functionality of the machinery. Drilling accessories are
considered as consumable parts in a set of foundation machinery. We offer a selection of drilling
accessories, including drill rod, hammer grab and various drilling bits to our customers. For example,
drilling bits are being attached to the bottom of drilling rods, cut and grind the soil and create a
borehole. Our Directors are of the view that drivers of sales of drilling accessories are similar to the
drivers of construction machinery, namely increasing demand for construction that requires
machinery, cost reduction due to production overcapacity of construction machinery manufacturer and
more stringent environmental regulations driving equipment upgrade, details of which are set out in
the section headed “Industry Overview — Competitive Landscape of the Construction Machinery
Leasing Market — Market growth drivers of Hong Kong’s construction machinery trading market”.
For the three years ended 31 March 2016 and the four months ended 31 July 2016, trading of drilling
accessories contributed approximately HK$56.1 million, HK$72.9 million, HK$64.7 million and
HK$11.9 million, representing approximately 68.9%, 47.1%, 47.2% and 36.4% of our trading revenue
respectively.

Leasing of construction machinery

Trading of foundation machinery has been historically our strength and we expanded into the
power and energy machinery leasing market in 2003. We were the second largest company in power
and energy leasing market in Hong Kong in 2015, in terms of leasing revenue generated, according
to the F&S Report. Other than leasing out power and energy machinery, which is our focus, we also
lease some foundation machinery. For our leasing operation, we maintained a leasing fleet which
mainly comprised 618 power generators, 32 air compressors, eight foundation machines and other
machinery as at the Latest Practicable Date. Our fleet of power generators had output rate between
25kVA and 400k VA and our fleet of air compressors had output rate ranging from 175cfm to 1,119¢fm
as at the Latest Practicable Date. Our Directors consider that we have maintained a comprehensive
portfolio of power and energy machinery which fits the market demand. For certain construction
machinery which we do not possess or are insufficient in our leasing fleet, we may lease from third
party construction companies and then sub-lease the same to our customers. Our Directors are of the
view that the sub-leasing arrangement can supplement our leasing fleet and allow greater flexibility
for a wider selection of machinery under our leasing operation. Our leasing customers are various
construction companies engaged in construction works in Hong Kong.

In accordance with the F&S Report, leasing period of construction machinery in Hong Kong
market ranges from days to months or years subject to various factors such as the scale and schedule
of projects, machinery type and requirement of customers. We offer daily and monthly leasing
arrangement to our customers. In general, we charge our customer for the actual number of days a
machine is leased, with minimum leasing period of seven to 30 days. For details of leasing period of
our products, please refer to the section headed “Business — Our Leasing Fleet”.
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As part of our leasing operation, we offer regular maintenance services to our leasing machinery
so as to ensure that our customers are provided with fully operable machinery. In addition, we provide
timely support to our customers in order to minimise their losses caused by machinery breakdown. As
at the Latest Practicable Date, we had a technical support team which consisted of eight technical staff

with relevant experiences and technical know-how to repair and maintain our machinery.

Transportation services

We started to engage in the provision of transportation services in July 2015. As at the Latest
Practicable Date, we had 11 crane lorries with lifting capacities ranging from 17 tonnes to 55 tonnes
and will continue to expand our transportation fleet. We provide our transportation services by leasing
our crane lorries along with driver on a daily, monthly, trip or job basis. According to our customers’
needs and the services required, we will arrange appropriate vehicles to our customers. Our
transportation fleet are generally used for transportation of construction machinery or construction

materials for our customers in a construction site, or to their designated locations in Hong Kong.

Based on our past experience, there is no seasonality for our products or services. Our Directors

confirm that our business operations are not subject to seasonality.

OUR PRODUCTS AND SERVICES

We are pleased to offer the mix and quality of products to our customers. As at the Latest
Practicable Date, we have exclusive dealership agreements with five construction machinery
manufacturers for our trading operation. As at the Latest Practicable Date, we have maintained a fleet
of over 600 machines for our leasing operation. The machinery involved in our business operations
can be largely divided into five categories: (i) foundation machinery (including RCD machines, DTH
drilling rigs and others); (ii) drilling accessories (including drilling bits, under reamers, hammer grabs
and others); (iii) power and energy machinery (power generators and air compressors); (iv)
transportation vehicles (crane lorries); and (v) other machinery (including welders and other tools).
Details of our major products for trading business and our leasing fleet are set forth in the following
table.

Functions and specification Product picture

Foundation machinery

RCD machine Large bored equipment of soil foundation job sites as
bridges, buildings and subways and used for the vertical
excavation work by means of the installed power swivel
with rotary bits based on hydraulic system
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Casing rotator

Casing oscillator

Drilling rig

Grout station

Functions and specification

Hydraulic driven bored pile equipment used for driving or
extracting a large diameter steel casing in foundation
work by means of special designed chucking wedges and
continuous rotation mechanism

Hydraulic driven bored pile equipment used for driving or
extracting a large diameter steel casing in foundation
work by means of reinforced clamping frame and
oscillating mechanism

Movable base machine equipped with crawlers;
self-erected leader attached at front with power hydraulic
swivel for driving drilling tool in piling work

Integrated machine setup with storage tank, mixing unit
and pumping unit for pressurised grout technologies for
soil consolidation in foundation work
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Drilling accessories

Hammer grab

Drill rod

Bell-out bit

Under reamer

Hydraulic vibrator

Functions and specification

Helps to break-up boulders, and allows easier extraction
of large debris in shafts, normally used in harder soils or
conditions where boulders are present

A tool to transmit the rotation and feed force generated by
drilling machine to drilling bit

Drilling bit used to create bell-out shape at the bottom of
a pile

Drilling bit with overburden mechanism for increasing the
drilling diameter during hard rock drilling

Used to reduce the skin friction of the pile section and
turn the soil into a quasi-liquid state by vibrating the pile
section
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Functions and specification Product picture
Power and energy
machinery
Power generator Machine which generates energy and are used primarily in
construction sites without connection to a power grid
Air compressor Machine that converts power into potential energy stored

in pressurised air, which are used to supply high pressure ' e

FEUR

clean air to fill air receivers, supply of moderate-pressure el

air to power pneumatic tools and equipment

Transportation vehicles

Crane lorry A truck or trailer fitted with a hydraulically-powered
articulated arm for loading things

During the Track Record Period, the trading price of our foundation machinery ranged from
HK$935,000 to HK$9,290,000. The trading price of our drilling accessories ranged from HK$650 to
HK$688,000 respectively.

For details of our leasing fee, please refer to the section headed “Business — Our Leasing Fleet”.

Value-added services

For our construction machinery trading business, we differentiate ourselves from other
competitors for our industry experience and know-how. We are able to provide suggestions and idea
originations to our suppliers during the production process of foundation machinery. We acted as a
bridge between our customers and suppliers in the development of new products or technologies. For
details of our contribution during the development process, please refer to the section headed “Trading

Business Operation — 2. Design and modification of construction machinery and accessories”.
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For our construction machinery leasing business, our technical team would regularly inspect our
leasing machinery to minimise potential machinery breakdown and the consequential loss of our
customers. We offer free maintenance services under our leasing arrangements, excluding damage

which is caused by negligence of our customer.

According to the F&S Report, it is a trend that construction machinery trading and leasing
companies would develop further partnership with upstream suppliers to enhance the supply chain.
During the Track Record Period, we have introduced new products into our portfolio and entered into
exclusive dealership agreements with five of our suppliers. From time to time, we would continue to

explore and source new brands of machinery and bring them into the Hong Kong market.

In addition, we provided a range of value-added services such as installation, testing and
commissioning, as well as operation training of the machinery which form a vital part of operation in

our business segments.

Transportation services

We have been able to leverage on our existing customer base and stable working relationship
with our major customers, and expand into adjacent business area and to deliver transportation
services to our customers. We commenced the provision of transportation services in July 2015 with
our crane lorries. Our transportation services are provided by leasing of our crane lorries along with
driver on a daily, monthly, trip or job basis. In general, we transport construction machinery or
construction materials for our customers within a construction site, or to their designated locations in
Hong Kong.

TRADING OF CONSTRUCTION MACHINERY

We engage in the provision of construction machinery trading business and we mainly specialise
in the trading of (i) foundation machinery and (ii) drilling accessories. We source machinery mainly
from overseas manufacturers located in South Korea, Japan, Germany, Sweden and Italy. Our
Directors consider that we have built up long-term relationship with our suppliers, some of which are
overseas brands of foundation machinery. We were the exclusive dealer of five suppliers’ products as
to the Hong Kong market as at the Latest Practicable Date. For details of our products, please refer
to the section headed “Business — Our Products and Services”.

To allow greater financial flexibility to our customers, we sell our foundation machinery, which
generally requires more intensive capital investment, by way of direct sales or finance lease. For the
direct sales, our customers may be required to pay a deposit in advance and settle the payment within
the credit period offered by us. In respect of the finance lease arrangement, our customers are also
required to make deposit in advance and settle monthly installment to us during the leasing period
which ranged from 14 to 36 months. During the finance lease period, our Group is remained as the
owner of the machinery and our customer is responsible for machinery insurance and third parties
liability of the machinery. For the three years ended 31 March 2016 and the four months ended 31 July
2016, trading of construction machinery contributed approximately HK$81.3 million, HK$154.7
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million, HK$137.1 million and HK$32.6 million, representing approximately 72.1%, 74.6%, 66.8%
and 55.7% of our total revenue respectively. The table below sets out the number of machinery or
equipment sold, respective revenue by type of products, and respective percentage of our trading

revenue contributed by each type of products:

For the four months ended
For the year ended 31 March 31 July
2014 2015 2016 2016
% of % of % of % of
Number of ~ Revenue  trading Number of ~ Revenue  trading Number of ~ Revenue  trading Number of ~ Revenue  trading
unit sold  HK$'000  revenue unit sold HK$'000  revenue —unit sold HK$'000  revenue —unit sold HK$'000  revenue

Foundation machinery

(i) Machines 9 13,054 16.0 22 66,587 43.1 21 55429 40.4 6 12210 315
(i)  Relevant components (Note) N/A 4,430 5.5 N/A 7,022 4.5 N/A 6,832 5.0 N/A 8,522 26.1
Drilling Accessories ') N/A 56,066 68.9 N/A 72,883 47.1 N/A 64,696 472 NA 11,862 36.4
Others (N°©)

(i) Power and energy machinery N/A 1570 9.3 N/A 6,682 43 N/A 9,283 6.8 N/A —
(i) Miscellaneous N/A ﬂ ﬂ N/A ﬂ ﬁ N/A ﬂ ﬂ N/A - -

Total 81,347 100.0 154,731 100.0 137,128 100.0 32,594 100.0

Note:  These categories are not feasible to be quantified due to their large volume and relative individual immateriality.

For the three years ended 31 March 2016 and the four months ended 31 July 2016, our gross
profit generated from trading of construction machinery were HK$14.0 million, HK$27.1 million,
HK$27.4 million and HK$8.0 million respectively. Details of our trading revenue and gross profit

margin are set out in the below table.

For the four months

For the year ended 31 March ended 31 July
2014 2015 2016 2016

Gross Gross Gross Gross
Gross profit Gross profit Gross profit Gross profit
profit margin profit margin profit margin profit margin
HK$’000 (%) HK$’000 (%) HK$’000 (%) HK$’000 (%)
Foundation machinery 2,539 14.5 12,361 16.8 7,584 12.2 4,152 20.0
Drilling accessories 11,876 21.2 13,965 19.2 17,269 26.7 4,065 34.3
Others (Not® (373) (4.8) 772 9.4 2,541 25.0 (187) N/A
Total 14,042 17.3 27,098 17.5 27,394 20.0 8,030 24.6

Note: Others comprises power and energy machinery and miscellaneous.
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We have business relationships with some of our major customers for over 10 years. For the three
years ended 31 March 2016 and the four months ended 31 July 2016, we received approximately
91.3%,97.3%, 97.3% and 95.9% of purchase orders from our recurring customers being those who had

purchased from us for more than once during the Track Record Period.

During the Track Record Period, we have entered into five finance lease arrangements with three

customers. The table below sets out our revenue generated by direct sales and finance lease:

For the four months

For the year ended 31 March ended 31 July
2014 2015 2016 2016
% of % of % of
Revenue trading  Revenue trading  Revenue trading Revenue % of trading
HK$’000 revenue HK$’000 revenue HK3$’000 revenue HKS$°000 revenue
Trading revenue generated
by
- Direct sales 79,469 97.7 153,024 98.9 128,273 93.5 32,594 100.0
- Finance lease 1,878 2.3 1,707 1.1 8,855 6.5 — —
Total 81,347 100.0 154,731 100.0 137,128 100.0 32,594 100.0
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Trading business operation

The following chart illustrates the operational process of our typical construction machinery
trading business.

1. Enquiry from customers (1-2 days)

2. Design and modification of construction machinery
(2-4 weeks)

3. Provision of a written or oral quotation (1-7 days)

!

4. Confirmation on price and estimated delivery date
(2-4 weeks)

5. Collection of down payment (if any)

l

6. Inspection of equipment by our customer (if any)
(3-7 days)

7. Delivery of construction machinery (1-3 months)

}

8. Invoicing and payment collection (1-60 days)

}

9. Provision of after-sales services

1.  Engquiry from customers

Our Directors maintain regular contact with contractors of the construction industry to keep
abreast of construction market trends. When our customers require construction machinery, they
would approach us and request for our quotation. We communicate with our suppliers for the
availability of construction machinery and the estimated delivery date. Our customers may specify a
particular machine of a particular brand.
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2.  Design and modification of construction machinery

In respect of our construction machinery trading business, we differentiate ourselves from other
competitors in the industry by involving ourselves in product and technology development with our
business partners. It forms part of our trading operation process.

The performance of foundation machinery are subject to the geological landscape in a
construction site. To this end, we may provide suggestions to facilitate machinery planning and assist
our customers in the process of tendering large scale construction projects. In general, we would hold
meetings with our customers and gather project information from them at the early stage. Based on
the information collected from our customers such as project scale, site conditions and other specific
requirements regarding the tender, we would generate preliminary specifications to our suppliers for
them to assess the feasibility and to obtain the cost and timeline for delivery. We will also ask our
suppliers if any modifications and amendments are available in order to enhance performance of the
foundation machinery. We then based on our experience in the industry, assess and compare the

information given by suppliers and formulate options and advise our customers on their purchase.

From time to time, our suppliers, some of which are major industry players in the world, would
devote resources on research and development and give us their design illustration which includes
specifications and description of the enhanced foundation machinery. We would interact with our
customers regularly to check on their feedback on the performance of their purchases, during which
we would also introduce new design to customers, who may give feedback to us to refine the design.
For the design and specification enhancement cycle, our customers may from time to time send us
feedback on our products in relation to their practical usage. We would back and forth liaise and
discuss the feedback with our suppliers to modify the design. Such process occurs on a continuous
basis in our daily operation. In this process, we view ourselves as an idea provider and a bridge
between manufacturers and end-users of foundation machinery. Set out below is a flowchart which
illustrates our trading cycle and design and specification enhancement cycle.

1 Step 2 Step 1 1
! Machinery specifications Project information !
, P i : , .
| Our suppliers indications (1-5 days) Our Group (1-2 days) Our customers | Trading
1 1 cycle
! Step 3 Step 4 I (2-4'weeks)
: Feasibility study, cost and Advise on what :
| design (1-3 weeks) to purchase (1-2 days) \
Analyse customers’ feedback
Research and and contribute ideas for Feedback on Design and
development, enhancement and modifications machinery performance specification
testing and enhancement
building cycle
prototype New design and
specification
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3. Provision of a written or oral quotation

Our suppliers would notify us the transportation cost and insurance. We provide a written or oral
quotation to our customers upon their enquiry. The price of our foundation machinery and other types
of construction machinery would depend on various factors including (i) the cost of purchase; (ii) the
supply and demand of similar products in the market; and (iii) the lead time of delivery for our

products. We ascertain supply and demand through regular communications with our customers.

4.  Confirmation on price and estimated delivery date

We then follow up with our customers on the price and delivery date and seek their written
confirmation on our quotation. As we normally do not keep foundation machines as inventory, we
would order the machine directly from the manufacturers upon request and purchase order from our
customers. Purchases of new construction machinery may have a long lead time for production and
delivery. Our customers usually have a tight schedule in construction projects, therefore their consent

on delivery date is crucial for a project.

5.  Collection of down payment (if any)

For trading of new construction machinery, we may collect a down-payment of 10% to 30% of
the total purchase price of the machine from our customers based on a case-by-case negotiation basis.
Our Directors believe that the down payment is in line with market practice and is sufficient to secure

customer commitments.

6. Inspection of machinery by our customer (if any)

For construction machinery of high monetary value, normally large foundation machinery, we
would arrange and accompany our customer for on-site inspection of the construction machinery in

our suppliers’ overseas workshops before shipping to Hong Kong.

7. Delivery of construction machinery

Purchases of new construction machinery may have a long lead time. It could take up to 3

months, depends on various factors such as location of the supplier and transportation method.

The construction machinery will normally be delivered to either customers’ warehouses or
designated construction sites. Such transportation arrangement would subject to a case-by-case
negotiation which can be arranged either by us or by the customers themselves. On some occasions,

the construction machinery is collected by our customers directly from the port in Hong Kong.
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8. Invoicing and payment collection

Our usual arrangement is to issue invoices to our customers and they will make payments of the
remaining purchase price, after deducting down payments. During the Track Record Period, the credit
period granted to our customers ranged from 30 to 60 days. We may at our discretion require certain

customers to settle in full on or before delivery.

9.  Provision of after-sales services

As part of our trading operation, our team of technical staff would provide on-site technical
support services, including installation and refinement, testing and commissioning and machinery
operation training for the commencement of our foundation machinery. In addition, we would provide
free repair and maintenance services for foundation machinery during the warranty period which is
normally six months or 1,000 hours of operation, whichever comes first, except damages caused by
negligence of our customers. Operating hours are measured by a meter installed on the machinery. If
the construction machinery operates more than the warranted operating hours, or suffers from damages
beyond normal wear and tear, the cost of maintenance should be borne by our customer. We also
provide manufacturer’s operation manuals including general operating instructions, maintenance and
services instructions and spare parts list to our customers, for their maintenance purpose after the

warranty period.

LEASING OF CONSTRUCTION MACHINERY

Overview of the construction machinery leasing business

We mainly offer (i) power and energy machinery, which comprises power generators and air
compressors; (ii) foundation machinery; and (iii) other machinery in our leasing operation. We mainly
source these machinery from manufacturers located in South Korea, Japan and Europe. The main focus
of our leasing fleet is power generators which contributed approximately 76.7%, 62.9%, 65.1% and
68.5% of our leasing revenue during the Track Record Period. As at the Latest Practicable Date, we
carried more than 600 power generators of a comprehensive mix of output power in our fleet, ranging
from 25kVA to 400k VA. In addition, we carry some air compressors, foundation machinery and others
in our leasing fleet. For details of our leasing fleet, please refer to section headed “Business — Our
Leasing Fleet”. Apart from our own fleet, we may lease certain construction machinery which we do
not own or are insufficient in our leasing fleet from third party construction companies for sub-leasing
the same to our customers. During Track Record Period, leasing of construction machinery contributed
approximately HK$31.5 million, HK$52.8 million, HK$67.0 million and HK$23.4 million,
representing approximately 27.9%, 25.4%, 32.6% and 40.0% of our total revenue respectively.
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Leasing business operation

The following chart illustrates our operational process of our typical leasing operation.

1. Enquiry from customers

2. Price quotation (1-2 days)

l

3. Confirmation of order by customers (1-3 days)

}

4. Pre-leasing inspection and delivery of machinery (1 day)

}

5. Use of machinery by customers and regular maintenance

}

6. Return of machinery to us and post-leasing check

1.  Enquiry from customers

Our leasing process typically starts with enquiry by potential or existing customers. As a major
player in the power and energy machinery leasing industry, we are often approached for the enquiry
of leasing fee of our machinery. We would check our list of leasing fleet and the availability schedule
of machines for replying such enquiry. Sometimes, there may not be sufficient number of, or we may
not possess, a specific type of machine in our leasing fleet to fulfil our customer’s needs. Under these
circumstances we may arrange to lease the specific type of machine from third party construction
companies, who are generally our customers, and we would then sub-lease the machine to our leasing

customers.
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2.  Price quotation

We set our leasing fees according to various factors including (i) the purchase cost of the
construction machinery; (ii) the capacity and model of the construction machinery; (iii) length of the
leasing period; (iv) working condition of the site; and (v) credibility of the customer. We normally
prepare a formal quotation which specifies the details of the purposed leasing arrangement, terms and
conditions of the leasing arrangement, and cost of transporting the machinery if the service is
requested, for our customer’s consideration. For sub-leasing arrangement, our Group would take into
account the cost associated with entering into the respective sub-leasing arrangements when setting
our leasing fee. For some of our major customers in leasing operation, we have provided them a
quotation of our leasing machinery with one-year validity, specifying the monthly leasing price of our
leasing machinery. In general, we state a minimum leasing period of one month in our quotation.

3.  Confirmation of order by customers

Depending on the requirement and/or business size of our customer, our customer may either (i)
co-sign on our quotation; or (ii) issue a purchase order specifying the details of the machinery required
and the leasing fee to formally request for our leasing service.

4.  Pre-leasing inspection and delivery of machinery

We conduct pre-leasing inspection to ensure our machinery is in good condition before delivery.
Upon customers’ confirmation on the leasing arrangement, the leased machinery would be delivered
to our customers by (i) independent logistic companies arranged by us or our customers; or (ii) our
transportation services. For sub-leasing machinery, the delivery arrangement is generally the same as
our own leasing arrangement. Upon receiving the leased machine by our leasing customer, we would
require our customers to sign a confirmation receipt.

5. Use of machinery by customers and regular maintenance

To ensure that our leased machinery is in good condition and fully functional, we provide
technical staff to check our leased machinery in a timely manner to ensure our customers are provided
with fully operable machinery. Depending on the requirement of the customer, we also provide a wide
range of technical support services including installation, maintenance, disassembling and other
technical support.

6. Return of machinery to us and post-leasing check

At the end of the leasing period, the construction machinery will be returned to our designated
location and be inspected. If the leased machinery is found to be damaged except for normal wear and
tear, we will charge our leasing customer the cost of repairment. When our customer returns us the
leased machinery, we will co-sign with our customer a confirmation receipt confirming that the leased
machinery has been returned to us. The leasing terms and operation process are generally the same for
the sub-leasing arrangements.
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Construction machinery sub-leasing arrangements

Apart from our leasing fleet, we may also lease certain construction machinery which we do not
possess or are insufficient in our leasing fleet, from third party construction companies and further
sub-lease to our customers. The third party construction companies are mainly our existing customers.
During the Track Record Period, the machinery sub-leased by our Group to our customers were
principally (i) foundation machinery which are not subject to the phase out plan under the Technical
Circular; and (ii) air compressors which our Group might not own a sufficient quantity in the leasing
fleet. Our Directors confirm that none of customer orders of machinery leasing which resulted in
sub-leasing arrangement during the Track Record Period were in request for approved NRMMs. The
increase in sub-leasing expenses of our Group during the Track Record Period was mainly because (i)
our Group does not own the specific machines requested by our customers; or (ii) our Group did not
have sufficient number of machines to fulfill the need of our customers, rather than the lack of
approved NRMMs.

According to the F&S Report, it is common for market players in Hong Kong construction
machinery leasing market to lease machinery from other manufacturers or leasing companies on a
fixed term or on an as-needed basis. In view of that, our Directors believe the arrangement is a
common practice in the industry. Our Directors also believe that the sub-leasing arrangements enable
us to serve our customers with a wider selection of construction machinery beyond our self-owned
leasing fleet, developing a greater flexibility and capacity of our leasing services, as well as
strengthening the relationship with our customers.

The sub-leasing arrangement procedures are similar to our normal leasing business operation.
Our technical staff would inspect the sub-leased machines before accepting the machines from the
third party construction companies and after the inspection, the sub-leased machines would be
delivered directly to the designated location of our sub-leasing customers. The leasing terms and
operation process of the sub-leasing arrangements are generally the same as leasing our own
machinery. We also provide regular check and technical support services for the sub-leased machines.

TRANSPORTATION SERVICES

We provide our transportation services by leasing of our crane lorries along with drivers on a
daily, monthly, trip or job basis. We intend to acquire 18 additional crane lorries to expand our
transportation fleet with the proceeds from Listing. The cost of our transportation services comprises
depreciation charges, staff costs for drivers of crane lorries and other miscellaneous costs for,
including but not limited to, fuel, parking, insurance, license and repair and maintenance. Along with
the expansion of our transportation fleet, we expect the cost of our transportation services will
experience an upward trend as a result of the expected increase in number of transportation vehicles
and extent of transportation services to be provided. The estimated additional depreciation charges for
the transportation services will be approximately HK$2.5 million and HK$6.3 million for the two
years ended 31 March 2018, respectively, based on the number of crane lorries to be acquired as
compared to that for the year ended 31 March 2016 and our depreciation policy. The estimated
additional staff costs for transportation services will be approximately HK$1.7 million and HK$4.7
million for the two years ended 31 March 2018, respectively, based on the additional number of
drivers for the newly acquired crane lorries as compared to that for the year ended 31 March 2016.
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Other miscellaneous expenses such as fuel, parking and repair and maintenance costs are also
estimated to increase depending on the level of services to be provided with our expanded
transportation fleet. For details of our cost structure, please refer to the section headed “Financial
Information — Principal Components of Results of Operations — Cost of sales and services” in this

prospectus.

The operation flow is similar to our leasing operation, except that pre-leasing inspection, regular
maintenance and post-leasing check are not necessary as our drivers control our transportation
vehicles during the leasing. We price our transportation services according to various factors including
(1) purchase cost of the transportation vehicles; (ii) lifting capacity of the transportation vehicles; (iii)
length of the leasing period; (iv) working condition of the site; and (v) credibility of the customer. The
following table sets forth the analysis of the revenue generated from our crane lorries for our

transportation services during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 Nore D 2015 Nore D 2016 2016
Service  Average Service  Average Service fee  Average service Service fee  Average service
fee range service fee  fee range service fee range™"* % fee™re 2 range™"* %) foe™e 2
HKS$ HK$ HKS$ HKS$ HKS HKS$ HKS HKS
Lifting Capacity
(i) 17 Tonnes — — — — 2,300 to 5,636/day 3,166/day 2,300 to 4,666/day 3,340/day
(ii) 30 Tonnes — — — — 2,784 10 6,114/day 3,647/day 2,600 to 5,744/day 3,543/day
Overall - - - — 2,300 to 6,114/day 3,466/day 2,300 to 5,744/day 3,476/day
Note:

(1) Our transportation services commenced in July 2015.

(2)  The presentation of service fee range and the average service fee charged from the provision of transportation services
on daily, monthly, trip or job basis have been streamlined into daily basis as service fees for monthly, trip and job basis

are formulated based on the daily service charge.

According to the F&S Report, there were less than 50 companies in Hong Kong’s crane lorries
leasing market with high concentration due to the high initial capital outlay and requirement of certain
expertise of fleet management. The market size of crane lorry leasing service in Hong Kong will grow
at a CAGR of 12.3%, from HK$249 million to HK$397 million from 2016 to 2020. Our Directors
believe that, as supported by the F&S Report, crane lorry leasing market is in demand and our

development in transportation services segment is supported by the continuing growth in the industry.

In rendering our construction machinery leasing services, our Group used to engage third party
logistics service providers for the delivery of leasing machinery, unless our customers pick up the
leasing machinery by themselves or their respective agents. By engaging third party logistic service
providers, transportation charges were incurred as cost of sales and services of leasing of construction

machinery and we do not have direct control over the performance of these services providers.
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As the construction machinery leasing segment is becoming increasingly essential to our overall
business in terms of revenue, our Directors consider a strategic plan to develop our transportation
services which is supplementary to the construction machinery leasing business. Our Directors are of
the view that we could potentially convert the transportation charges in the leasing segment into our
revenue, and further strengthen our market position by providing one-stop services to our leasing
customers. As such, we commenced our transportation services in July 2015, aiming to provide
one-stop services to our customers in the leasing segment and exert more direct control and monitoring

over delivery of our leasing machinery.

We intend to acquire additional crane lorries to reinforce our transportation services with
proceeds from the Listing, which is believed to be in line with the growth and development of crane
lorries leasing market in Hong Kong. We believe that leveraging on the established network of our
Group in the construction industry, we can make use of such network and have an effective channel
in accessing our existing customers who are in need of transportation services, and in turn further
develop our transportation services. Our Group was under the process of tapping into the
transportation market during the Track Record Period, and our management believes that our effort in
capturing business opportunities in the transportation services segment is reflected by the significant
increase in revenue of the transportation services, i.e. from approximately HK$1.3 million to HK$2.5
million, from the year ended 31 March 2016 to the four months ended 31 July 2016.

OUR LEASING FLEET

As at the Latest Practicable Date, we owned a leasing fleet of over 600 machines. The
construction machinery in our leasing fleet comprises (i) power generators; (ii) air compressors, which
we collectively categorised as power and energy machinery; (iii) foundation machinery; and (iv)
others. The main focus of our leasing operation is power generators, which contributed approximately
76.7%, 62.9%, 65.1% and 68.5% of our revenue from leasing of construction machinery for the three
years ended 31 March 2016 and the four months ended 31 July 2016.

To maintain the quality and efficiency of our machinery, we provide technical support services,
such as regular on-site inspection and maintenance. Our leasing machinery is mainly powered by

diesel fuel which is usually borne by our customers at their own cost.

We review our leasing fleet regularly for the expansion and disposal of respective construction
machinery, we would consider various factors including (i) market demand; (ii) age of machinery; and

(iii) condition of the machinery.

During the Track Record Period, we disposed of 25 units of air compressors and 48 units of
power generators in our leasing fleet. As at the Latest Practicable Date, we have entered into sales
contract for the disposal of 12 units of power generators in our leasing fleet. All of such machinery

are disposed by direct sales.
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The following table sets out the information of monthly leasing fee rate and leasing period of our

major type of leasing machinery during the Track Record Period:

As at the four months

As at the year ended 31 March ended 31 July
2014 2015 2016 2016

Leasing  Leasing Average Leasing  Leasing Average Leasing  Leasing Average Leasing  Leasing Average
fee range  period  leasing fee range  period  leasing fee range  period  leasing fee range  period  leasing
range  period range  period range  period range  period
Power generators N ' HK$2,400-  1-364 149 HKS$2,400-  1-364 145 HK$2.400-  1-365 144 HK$2,900-  1-122 76
HK$18,000 days days HKS$17,000 days days HKS$23,600 days days HK$23,600 days days

/month /month /month /month
Air compressors HK$3,000- 5-364 71 HK$3,000- 1-364 124 HK$3,300- 1-365 104 HKS$3,400- 1-122 53
HK$32,000 days days HK$32,800 days days HKS$32,800 days days HK$32,800 days days

/month /month /month /month
Foundation HK$80,000- 3-214 95 HK$80,000-  49-315 222 HK$64,000- 8-218 107 HK$64,000-  13-108 39

machinery Not¢ 2 HKS$280,000 days days HK$250,000 days days HK$150,000 days days HKS$135,000 days days

Notes:

/month /month /month /month

Generally speaking, we charge a higher leasing fee on approved power generators by approximately 17.6% to 30.8% than
exempted ones. Our Directors are of the view that we are able to charge a higher rate because the machines are
comparatively newer, and the demand for approved machines will sustain when more projects are subject to the

implementation plan under the Technical Circular.

The decrease in the lowest leasing fee of foundation machinery from the year ended 31 March 2015 to the year ended
31 March 2016 was due to an idle grout station, which generally had a lower leasing value, was leased out in the year

ended 31 March 2016 and hence, dragged down the lowest leasing fee in the year ended 31 March 2016.

The decrease in the highest leasing fee of foundation machinery from the year ended 31 March 2015 to the year ended
31 March 2016 was due to the disposal of a casing rotator, which had the highest leasing fees in the two years ended
31 March 2016. The casing rotator was leased to a customer for around 16 months in aggregate in the two years ended
31 March 2015 before being sold to the same customer in the year ended 31 March 2015. Our Directors believe that the
customer was satisfied with our machinery and purchased it for long term use. As a result, the highest leasing fee of

foundation machinery dropped from the year ended 31 March 2015 to the year ended 31 March 2016.

The decrease in the highest leasing fee of foundation machinery from the year ended 31 March 2016 to the four months
ended 31 July 2016 was due to a RCD machine which had the highest leasing fee in the year ended 31 March 2016, was
not leased out in the four months ended 31 July 2016.
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Number in fleet, number leased out and leased-out rates of our major machinery as at each
period end day

As at 31 March As at 31 July
2014 2015 2016 2016
Number Leased Leased- Number Leased Leased- Number Leased Leased- Number Leased Leased-
in fleet out out rate in fleet out out rate in fleet out out rate in fleet out out rate
(%) (%) (%) (%)
Power generators
(i) 45 kVA - 100 kVA 53 51 96.2 80 56 70.0 81 66 81.5 79 75 94.9
(ii) 125 kVA - 220 kVA 186 174 93.5 316 298 94.3 360 293 81.4 381 330 86.6
(iii) 300 kVA - 500 kVA 89 80 89.9 95 84 88.4 114 106 93.0 123 111 90.2
Air compressors
(i) 175 cfm - 390 cfm 12 10 83.3 12 10 83.3 11 8 72.7 11 7 63.6
(ii) 900 cfm - 1,119 cfm 16 15 93.8 39 26 66.7 24 23 95.8 24 24 100.0
Foundation machinery 5 3 60.0 8 4 50.0 6 3 50.0 6 3 50.0
Total/Overall 361 333 92.2 550 478 86.9 596 499 83.7 624 550 88.1
Notes:
1. Calculation of the leased-out rate is based on the number of construction machinery that were leased out as at 31 March

2014, 2015, 2016 and 31 July 2016 which is divided by the total number of construction machinery in our leasing fleet

as at the respective date.

2. Our Group purchased and disposed 10 and nil air compressors; and 42 and 6 power generators respectively for the year
ended 31 March 2014.

3. Our Group purchased and disposed 23 and nil air compressors; and 168 and 5 power generators respectively for the year
ended 31 March 2015.

4. Our Group purchased and disposed 9 and 25 air compressors; and 92 and 28 power generators respectively for the year
ended 31 March 2016.

5. Our Group purchased and disposed nil and nil air compressors; and 37 and 9 power generators respectively for the four
months ended 31 July 2016.

Utilisation rate of our leasing machinery

The overall utilisation rate of our leasing machinery was approximately 93.2%, 91.8%, 88.8%
and 83.8% for the three years ended 31 March 2016 and the four months ended 31 July 2016
respectively.

Pursuant to the Technical Circular, there is an implementation plan to mandate the use of
approved NRMMs for four types of approved NRMMs (namely generators, air compressors,
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excavators and crawler cranes) in new capital works contracts of public works with an estimated
contract value exceeding HK$200 million and tenders invited on or after 1 June 2015. Our Directors
confirmed that the foundation machinery in our leasing fleet is not subject to the implementation plan
under the Technical Circular.

The overall utilisation rate of the foundation machinery varied during the Track Record Period
mainly due to the few foundation machinery in our leasing fleet were maintained mainly for the
purpose of making demonstration to potential customers of the foundation machinery traded by us.
Nevertheless, we might lease out these foundation machinery to the customers as requested in case of
their construction project needs. Since leasing of foundation machinery is not our Group’s main focus
of leasing business, limited marketing effort was put on the leasing of foundation machinery which,
to the belief of the Directors, contributed to the fluctuation of the utilisation rates during the Track
Record Period.

The decrease in the utilisation rate of exempted air compressors was due to the breakdown of one
exempted air compressor in the fleet since November 2015, which led to the decrease of the utilisation
rate of exempted air compressors. Given that our Group had only between 11 and 12 exempted air
compressors during the Track Record Period, the breakdown of any single exempted air compressor
would lead to an apparent impact in the utilisation rate. In addition, one of our customers in
construction machinery leasing business had nearly doubled its demand for air compressors from us
during the year ended 31 March 2015, which to the belief of our Directors, had boosted up the
utilisation rate of air compressors, including the utilisation rate of exempted air compressors during
the year ended 31 March 2015. During the Track Record Period, excluding the broken-down air
compressor, the utilisation rate of the exempted air compressors were approximately 79.2%, 84.5%,
77.1% and 79.3% respectively. Taking into consideration the broken-down air compressor and the
increase of demand for air compressors from the aforementioned customer, our Directors consider that
there was no material fluctuation in the demand for our exempted air compressors during the Track
Record Period.

The following tables set out detail information of our leasing machinery by category during the
Track Record Period:

Utilisation table of major machinery in our leasing fleet

As at/For the four

As at/For the year ended 31 March months ended 31 July
2014 2015 2016 2016
Number of  Utilisation ~ Number of  Utilisation =~ Number of  Utilisation Number of Utilisation rate
unit rate (%) unit rate (%) unit rate (%) unit (%)
Power generators
(1) 45 kVA - 100 kVA 53 90.0 80 89.3 81 80.2 79 93.7
(ii) 125 kVA - 220 kVA 186 96.3 316 94.2 360 90.9 381 79.6
(iii) 300 kVA - 500 kVA 89 96.3 95 92.9 114 93.9 123 91.9
Air compressors
(i) 175 cfm - 390 cfm 12 79.2 12 84.5 11 74.3 11 72.1
(ii) 900 cfm - 1,119 cfm 16 61.6 39 86.6 24 88.0 24 93.0
Foundation machinery 5 37.6 8 49.1 6 36.0 6 41.7
Total/Overall 361 93.2 550 91.8 596 88.8 624 83.8
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Utilisation table of major machinery in our leasing fleet categorised by status under NRMM
Regulations

As at/For the four

As at/For the year ended 31 March months ended 31 July
2014 (et D 2015 (Nt D 2016 2016
Number of ~ Utilisation ~ Number of ~ Utilisation ~ Number of ~ Utilisation ~ Number of  Utilisation
unit rate (%) unit rate (%) unit rate (%) unit rate (%)
Power generators
(i)  Approved 0 0.0 0 0.0 63 14 104 41.1
(Note 3) (Note 3)
(i)  Exempted 328 95.3 491 93.2 492 91.0 479 92.5
Air compressors
(i) Approved 16 61.6 39 86.6 24 88.0 24 93.0
(i)  Exempted 12 79.2 12 84.5 11 74.3 11 72.1
Foundation machinery
(i) Approved 0 0.0 1 97.2 2 19.4 3 40.1
(i)  Exempted 5 37.6 5 334 2 11.9 2 10.7
(i)  Non-regulated ¢ 0 0.0 2 0.0 2 83.0 I 75.5
Total/Overall 361 93.2 550 91.8 596 88.8 624 83.8
Notes:
1. The information is considered as not applicable as the Technical Circular was enforced on 1 June 2015.
2. Non-regulated machinery refers to construction vehicles and foundation machinery under our leasing fleet which are not
applicable to the NRMM Regulation.
3. The relatively low utilisation rate was mainly due to our decision to reserve the NRMM approved power generators for

upcoming customers’ projects at the material time which required approved power generators.

Regarding to the implementation of the QPME System, our Group has obtained QPME Labels for

more than 90% of our power generators in our leasing fleet as at the Latest Practicable Date.

— 118 —



BUSINESS

The following table sets out further information on the number and utilisation rate of our leasing
machinery with and without QPME Label during the Track Record Period:

Utilisation table of power generators leasing fleet categorised by QPME Labels

As at/For the year ended 31 March

As at/For the four
months ended 31 July

2014 2015 2016 2016
Number of ~ Utilisation ~ Number of ~ Utilisation ~ Number of ~ Utilisation ~ Number of  Utilisation
unit rate (%) unit rate (%) unit rate (%) unit rate (%)
(Note 2) (Note 2) (Note 2) (Note 2)
With QPME Labels
Power generators
(i)  45kVA- 100 kVA 30 93.4 59 90.9 74 85.8 74 94.0
(i) 125 kVA - 220 kVA 130 97.0 260 94.6 315 92.9 343 81.4
(iii) 300 kVA - 500 kVA 83 96.8 90 93.5 108 94.6 117 93.7
Total/Overall 243 96.5 409 93.8 497 92.3 534 85.8
Without QPME Labels
Power generators
(i) 45kVA- 100 kVA 23 86.4 21 86.5 1 62.4 5 89.7
(i) 125 kVA - 220 kVA 56 94.9 56 92.8 45 80.7 38 65.0
(iii) 300 kVA - 500 kVA 6 91.1 5 85.5 6 73.1 6 56.7
Total/Overall " ¥ 85 92.3 82 90.7 58 75.7 49 66.7
Notes:
1. The QPME Labels for air compressors was effective on 1 April 2016, therefore not included in the above table.
2. Calculation of utilisation rate for three years ended 31 March 2016 and the four months ended 31 July 2016 is based on

the actual number of days the construction machinery were rented out divided by the number of days the construction

machinery were owned by our Group during the respective period. The utilisation rates serve as a presentation which may

not have immediate and direct linkage with our Group’s profits. Apart from the number of machinery in the leasing fleet,

our Group’s profits are also affected by various factors including the changes in fixed and variable costs and monthly

leasing fees charged on our customers for each construction machinery.

3. The decrease in utilisation rate of power generators without QPME Labels from the year ended 31 March 2015 to the

year ended 31 March 2016 was caused by (i) contractors in Hong Kong are preferring more environmental-friendly

machinery according to F&S Report; (ii) we strategically acquired majority of new power generators with QPME Labels

to our leasing fleet in the year ended 31 March 2016; and (iii) we intended to lease out power generators with QPME

Labels during the Track Record Period as they are more environmentally-friendly.
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Revenue generated by our major leasing machinery

The following table sets out further information on the revenue generated from our major leasing

machinery by approval status under NRMM Regulation during the Track Record Period:

For the four months
For the year ended 31 March ended 31 July
2014 Nore D 2015 (Nore D 2016 2016
% of total % of total % of total % of total
Revenue leasing Revenue leasing Revenue leasing Revenue leasing
HK$’000 revenue  HK$'000 revenue  HK$'000 revenue  HK$’000 revente
Power generators
(i)  Approved — N/A — N/A 17 0.0 1,405 6.0
(i) Exempted 24,158 76.7 33,189 62.9 43,618 65.1 14,619 62.5
Air compressors
(i)  Approved 2,157 6.9 7,489 14.2 8,450 12.6 2,331 10.0
(ii) Exempted 430 1.4 3,450 6.5 2,650 4.0 731 3.0
Foundation machinery
(i)  Approved — N/A 708 2.0 1,583 24 351 1.5
(i) Exempted 3,872 12.3 6,647 13.0 4,416 6.6 1,782 7.6
(iif) Non-regulated ¢ % — N/A 270 0.5 1,830 2.7 433 1.9
Notes:
1. The information is considered as not applicable as the Technical Circular was enforced on 1 June 2015.
2. Non-regulated machinery refers to construction vehicles and foundation machinery under our leasing fleet which are not

applicable to the NRMM Regulation.
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The following table sets out further information on the revenue generated from our power
generators with and without QPME Label under the QPME System during the Track Record Period:

With QPME Labels
Power generators

45 - 100 kVA

125 - 220 kVA

300 - 500 kVA

Total/Overall

Without QPME Labels
Power generators

45 - 100 kVA

125 - 220 kVA

300 - 500 kVA

Total/Overall

Note:
table.

2014
% of revenue
in the
machinery
Revenue leasing
HKS$’000 segment
1,146 3.6
1,752 24.6
10,221 32.5
19,119 60.7
854 27
3,455 11.0
730 23
5,039 16.0

As at 31 March

2015
% of revenue
in the
machinery
Revenue leasing
HKS$’000 segment
1,943 3.7
14,996 28.4
11,479 21.7
28,418 53.8
817 1.5
3,276 6.2
678 1.3
4,771 9.0
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2016
% of revenue
in the
machinery
Revenue leasing
HKS$’000 segment
2,986 4.5
21,370 31.9
14,907 22.3
39,263 58.6
588 0.9
3,398 52
386 0.6
4,372 6.5

For the four months
ended 31 July
2016
% of revenue

in the
machinery

Revenue leasing
HKS$°000 segment
1,314 5.6
8,049 344
5,810 24.8
15,173 64.8
74 0.3

607 2.6

170 0.7

851 3.6

The QPME requirements for air compressors were effective on 1 April 2016, therefore it is not included in the above
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Breakdown of revenue from leasing of construction machinery during the Track Record Period

by project type

The following table sets out further information on the revenue generated from the leasing of
construction machinery detailed by project type during the Track Record Period, whether or not the
construction machinery was leased for projects subject to the implementation plan under the Technical
Circular, which are based on the internal record of the Group and best knowledge of the Directors after

due and careful enquiries:

For the four

months

ended

For the year ended 31 March 31 July
2014 2015 2016 2016

HK$’000 HK$’000 HK$’000 HK$000

Projects subject to the implementation plan
under the Technical Circular — — — 3

Projects not subject to the implementation
plan under the Technical Circular 31,487 52,803 66,993 23,402

Total revenue from leasing of construction
machinery 31,487 52,803 66,993 23,405

Back log amount as at the dates indicated by project type

The following table sets out further information on the back log amount (equivalent to operating
lease commitments as lessor) as at the respective end date of each financial year/period detailed by
project type, whether or not the project to which the Group’s construction machinery were leased are
subject to the implementation plan under the Technical Circular, which are based on the internal record

of the Group and best knowledge of the Directors after due and careful enquiries:

As at  As at 31

As at 31 March 31 July December

2014 2015 2016 2016 2016
HK$’000 HK$’000 HK$'000 HK$'000 HKS$ 000

Projects subject to the implementation

plan under the Technical Circular — — — — —
Projects not subject to the

implementation plan under the

Technical Circular 6 127 165 219 11,722

Total 6 127 165 219 11,722
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Note:

The lower back log amount as at 31 March 2014, 2015 and 2016 and 31 July 2016 is due to the reason that pursuant
to the terms and conditions of leasing orders, our leasing customers are usually not required to commit to the entire
leasing period as specified in the leasing orders. In this respect, outstanding amount in relation to such leasing orders
will not be included in the back log amount as at the respective dates, which is in line with note 24(c) to the Accountant’s
Report set out in Appendix I to this prospectus. The higher back log amount as at 31 December 2016 was due to a leasing
order of newly acquired high-end casing rotators which, as confirmed by our Directors, was purchased based on the
condition that the customer would commit to a leasing period of approximately a year since the machines were of high
value. Our Directors confirmed that the aforementioned high-end casing rotators are commonly used for extracting old
piles and inserting new piles on complicated formations. In addition, for that particular order, approximately HK$3.3
million and HK$8.3 million of leasing fee are expected to be recognised in the years ending 31 March 2017 and 2018
respectively, of the back log amount as at 31 December 2016.

Average year of service and remaining accounting useful life

The following table sets out the average years of service and remaining accounting useful life

of construction machinery in our leasing fleet:

As at 31 March As at 31 July
2014 2015 2016 2016
Average Average Average Average

Accounting ~ Average  remaining Accounting  Average  remaining Accounting ~ Average  remaining Accounting  Average  remaining

useful  years of accounting useful  years of accounting useful  years of accounting useful  years of accounting
life  service — useful life life  service useful life life  service  useful life life  service  useful life
(Note 1) (Note 2) (Note 1) (Note 2) (Note 1) (Note 2) (Note 1) (Note 2)
Power generators
(i)  45-100
kVA 10 5.8 4.3 10 4.4 5.9 10 3.3 6.8 10 34 6.7
(i) 125-220
kVA 10 4.7 53 10 3.5 6.6 10 3.6 6.5 10 3.6 6.6
(i) 300-500
kVA 10 5.1 4.8 10 5.7 4.3 10 5.4 4.7 10 5.3 4.7
Air compressors
(i)  175-390
cfm 5 10.4 Nil 5 11.4 Nil 5 12.5 Nil 5 12.8 Nil
(i) 900-1,119
cfm 5 1.3 3.7 5 1.3 3.7 5 1.9 3.1 5 22 2.9
Foundation
machinery 5 1.0 3.9 5 13 3.6 5 1.4 3.6 5 1.6 34
Notes:

Calculation of the average years of service of the machinery is based on the average number of years operated by us in

respect of each type of machinery, i.e. from the date of acquisition by us to the date indicated above.

Calculation of the average remaining accounting useful life is based on the average of accounting useful life of each
machinery deducted by its years of service. For this purpose, machinery with years used exceeding its estimated useful

life shall have nil remaining useful life.
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Our Directors consider the estimated useful lives adopted by our Group for the construction
machinery are in line with the industry norm and within the range commonly adopted in the
construction industry. Our Directors are of the view that the estimate of the useful life of construction
machinery involves a number of factors which affected the operational condition of the relevant
construction machinery, including but not limited to the construction market situation, customer
demands and the wearing out and maintenance conditions of the relevant construction machinery,
which in turn determines the number of years the relevant construction machinery will be put to
service. The estimate of useful lives by its nature involves projections which invariably may deviate
from actual course of events. Certain of these factors by nature are outside of our Group’s control and
future variations with these factors may affect the actual years of service that can be realised with
individual units of the relevant construction machinery. Accordingly, our Directors consider further
division of the useful lives of construction machinery according to detailed specifications and
calibration of the relevant construction machinery may not be warranted in view of the variability of
these factors affecting the estimate and the administrative cost involved.

In arriving the estimated useful life of our Group’s construction machinery, our Directors have
taken into account the exposure to potential obsolescence as a result of the potential variations with
these factors in order to ascertain a reasonable and prudent estimate. Our Directors are of the opinion
that the adoption of estimated useful lives for our Group’s construction machinery beyond current
estimates requires projections involving a higher degree of uncertainties and may affect the prudence
exercised by our Group with the current estimates.

Consistent with the above principle, our Group has adopted a uniform estimated useful life of
five years for all air compressors irrespective of the specific capacity calibration. For certain of our
Group’s construction machinery including principally air compressors of output rate ranging from 175
to 390 cfm, the average number of years of service of the relevant construction machinery encompass
a surplus over the estimated useful lives adopted by our Group for accounting purpose. Our Group has
between 11 to 12 units of involved air compressors of output rate ranging from 175 to 390 cfm as at
the respective financial year end dates comprising the Track Record Period, as compared to between
361 to 624 units for all machinery making up our leasing fleet. These involved air compressors of
output rate ranging from 175 to 390 cfm generally have a lower rate of utilisation in comparison to
our Group’s other construction machinery in the leasing fleet. In view of the immateriality of the
number of the involved air compressors and their relative lesser significance to the overall capacity
of our leasing fleet, our Directors consider the adoption of an alternative estimated useful lives for the
involved air compressors would not result in material impact to our Group’s overall operation and
financial performances.

The machinery in our leasing fleet would be subject to normal wear and tear such as damages
caused to engine or oil filter over time. For the general repair and maintenance of our machinery for
normal wear and tear, it is provided by our own technical staff. The dealer of new construction
machinery in our leasing fleet generally provide us with a warranty covering a period of 12 months
or 1,000 hours of operation, whichever comes first.

Construction machinery if falls within the relevant regulatory regime, are required to obtain
relevant certifications before performing their tasks at construction sites and there is currently no
restrictions imposed by the relevant regulatory regime in Hong Kong to prohibit the use of
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construction machinery with certain ages. The average years of service of our machinery in the leasing
fleet was approximately 4.0 years and the remaining useful life of our machinery in the leasing fleet
was approximately 5.9 years as at 31 July 2016. For details of the related account policies and
estimates, please refer to the section head “Financial information - Critical accounting policies,

estimates and judgments” in this prospectus.

In respect of the leasing capacity over the leasing machinery, given there is no strict definition
for leasing capacity, our Directors considered that the normal leasing capacity of a construction
machine is the actual number of days the machine is owned in our fleet, as reflected in our calculation
of the utilisation rates. Our Directors consider that the leasing capacity would also depend on other
factors including the estimated and remaining useful lives, the actual condition of the construction
machinery, repair and maintenance of the construction machinery, the disposal of the construction
machinery driven by market needs, and the fulfilment of the relevant regulatory regime. We therefore
review our leasing fleet regularly for the expansion and disposal of respective construction machinery
as may be necessary, and thus make replacement of existing construction machinery only when it is

necessary.

PRINCIPAL TRADING AND LEASING SERVICE TERMS

Key contract terms with our trading customers

In general, trading contracts are awarded on a case-by-case basis and are non-recurring in nature.
During the Track Record Period, we did not enter into any long-term contracts with our customers. The
major terms of our trading business during the Track Record Period are summarised as below:

Major terms Description

Product description A general description of products purchased by the customer,
including product type, brand name, product specifications,
quantity, unit price and total purchase amount.

Delivery date The delivery date of each purchase order is pre-determined.

Delivery arrangement The products will be delivered to customers designated
locations or picked up by customers at the port in Hong Kong.

Payment terms We may require deposit from 10% to 30% from our customers.
The credit period for settlement of payment is also set in the
purchase order, which is normally ranges from 30 to 60 days
from the date after delivery.
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Principal terms of our leasing operation

The leasing terms we offered to our customers may vary, depending on machinery types and

subject to case-by-case negotiation. We normally provide a written quotation to our customers with

underlying terms and conditions, upon their enquiry. If our customers are satisfied with the quotation,

they would co-sign on our quotation or send us a purchase order. The major terms of our typical

leasing agreement are generalised as below:

Major terms

Contractual period

Payment terms

Termination

Normal working hours

Repair and maintenance

Consumable parts and materials

Transportation

Description

We state a minimum leasing period (usually seven to 30 days),
subject to extension by customers, and thereafter incomplete
monthly lease will be charge at pro rata basis.

Invoice will be issued to our customers at the end of each
month. Our customers are required to pay within the credit
period allowed by us, which ranges from 30 to 60 days.

We accept termination of leasing arrangement by advance
notification from our customers, and a leasing arrangement is
considered to be terminated when the machinery is returned to
our designated workplace.

We would state the daily working hours of our leasing
machinery in our quotation, which range from nine to 12
hours a day, depending on machinery types.

Our customers are responsible for the daily checking and
inspection, and all damages including flooding and fire of the
machinery, except normal wear and tear.

Consumable parts and materials, such as fuel, lubricants,
wiring and others, as well as cleaning and routine
maintenance shall be responsible by our customers.

Subject to case-by-case negotiation, transportation of the
machinery may be arranged by us or the customers
themselves. Transportation charge will be specified in our
quotation at the request of our customers.
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SUPPLIERS

We explore and source suppliers mainly through market intelligence from our industry
experience and market connection. Occasionally, potential suppliers may approach us for business
cooperation. We believe that our sourcing and selection of suppliers play a crucial part in enriching
our brand and product mix, ensuring our product quality and enhancing our competitiveness in our
construction machinery trading business, therefore we have placed stringent requirements for
choosing our suppliers. We will maintain regular contact with our customers and source appropriate
products based on market demand, product quality and reputation of the suppliers. We sourced our
construction machinery from construction machinery manufacturers across the world, including some
of the major players in the industry in South Korea, Japan, Germany, Sweden and Italy. Our Group
is able to deal directly with these manufacturers without any third party agent, allowing us to offer
to our customers a more competitive price through avoiding mark-ups by the agent.

For the three years ended 31 March 2016 and the four months ended 31 July 2016, our purchases
from our five largest suppliers amounted to approximately 56.2%, 76.5%, 59.5% and 84.1% of our
total purchases of machinery, respectively. During the same period, our purchases from our largest
supplier were approximately HK$15.2 million, HK$47.6 million, HK$27.0 million and HK$16.2
million, respectively, accounted for approximately 16.3%, 24.3%, 16.2% and 35.9%, respectively, of
our total purchases of machinery.

Our Directors believe that we have a close and stable working relationship with our major
suppliers. We had business relationship with most of our five largest suppliers for over five years,
especially we had over 10 years of business relationship with some of them during the Track Record
Period. We had also entered into long term exclusive dealership arrangements with five of them as at
the Latest Practicable Date. For details of the exclusive dealership arrangements, please refer to the
section headed “Exclusive dealership agreements” in this section. Also, our Group will keep looking
for quality suppliers to introduce their products to Hong Kong and we believe it is not difficult to
source from alternative suppliers of machinery in case needed. For the year ended 31 March 2016, we
have been able to source our machinery from a new supplier, Supplier H, which became the largest
supplier of our Group for the same period. As such, our Directors consider that we did not overly rely

on any of our suppliers.

We make payments to our major suppliers generally by telegraphic transfer or cheque, and we
have been given a credit period generally from 10 to 60 days by our suppliers. One of our major

suppliers during the Track Record Period granted us a credit period for up to two years.
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Details of our Group’s five largest suppliers for the year ended 31 March 2014 are as follows:

Ranking  Name of supplier
1 Supplier A
2 Supplier B
3 Supplier C
4 Supplier D
5 Supplier E

Background and principal
business nature

A South-Korean machinery
manufacturer

A Japanese listed company
engaged in machinery
manufacturing industry

A South-Korean machinery
manufacturer

A South-Korean manufacturer
of drilling accessories

A wholly-owned subsidiary of
a global productivity solutions
provider in Hong Kong

Approximate
years of
business

relationship

14 years

11 years

18 years

15 years

7 years

Purchases
(HK$’000)

15,218

13,671

8,173

8,173

7,350

Percentage
of our total
Head office purchases of

location machinery

(%)
South Korea 16.3
Japan 14.6
South Korea 8.7
South Korea 8.7
Sweden 7.9

Details of our Group’s five largest suppliers for the year ended 31 March 2015 are as follows:

Ranking  Name of supplier
1 Supplier A
2 Supplier B
3 Supplier F
4 Supplier E
5 Supplier G

Background and principal
business nature

A South-Korean machinery
manufacturer

A Japanese listed company
engaged in machinery
manufacturing industry

A Japanese machinery
manufacturer specialising in
the crane business

A wholly-owned subsidiary of
a global productivity solutions
provider in Hong Kong

A South-Korean manufacturer
of drilling accessories

Approximate
years of
business

relationship

14 years

11 years

3 years

7 years

12 years
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Purchases
(HK$’000)

47,594

37,074

24,782

21,397

18,796

Percentage
of our total
Head office purchases of

location machinery

(%)
South Korea 24.3
Japan 19.0
Japan 12.7
Sweden 10.9
South Korea 9.6
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Details of our Group’s five largest suppliers for the year ended 31 March 2016 are as follows:

Ranking

Name of supplier

Supplier H

Supplier B

Supplier A

Supplier G

Supplier E

Background and principal
business nature

An Italian drilling machine
manufacturer

A Japanese listed company
engaged in machinery
manufacturing industry

A South-Korean machinery
manufacturer

A South-Korean manufacturer
of drilling accessories

A wholly-owned subsidiary of
a global productivity solutions
provider in Hong Kong

Approximate
years of
business

relationship

2 years

11 years

14 years

12 years

7 years

Purchases
(HK$’000)

27,027

21,158

18,949

18,187

13,762

Percentage
of our total
Head office purchases of

location machinery

(%)
Italy 16.2
Japan 12.7
South Korea 11.4
South Korea 10.9
Sweden 8.3

Details of our Group’s five largest suppliers for the four months ended 31 July 2016 are as

follows:

Ranking

Name of supplier

Supplier B

Supplier A

Supplier G

Supplier I

Supplier H

Background and principal
business nature

A Japanese listed company
engaged in machinery
manufacturing industry

A South-Korean machinery
manufacturer

A South-Korean manufacturer
of drilling accessories

An Italian foundation
equipment manufacturer
An Italian drilling machine
manufacturer

Approximate
years of
business

relationship

11 years

14 years

12 years

20 years

2 years
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Purchases
(HK$’000)

16,153

8,548

5,397

4,082

3,616

Percentage
of our total
Head office purchases of

location machinery

(%)
Japan 35.9
South Korea 19.0
South Korea 12.0
Italy 9.1
Italy 8.1
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The geographical distribution of our suppliers

The map below shows the geographic distribution of our major suppliers during the Track Record
Period:
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We sourced our foundation machinery mainly from overseas suppliers in South Korea and Italy.
Meanwhile, we sourced our drilling accessories mainly from suppliers located in South Korea, Japan
and Germany.

Our major suppliers are overseas construction machinery manufacturers whereas we settle
payments of our purchases from suppliers mostly by Hong Kong dollar, Japanese Yen, US dollar and
Euro. Therefore, we are exposed to foreign exchange risk for our payments to settle suppliers.

So far as is known to our Directors, none of our Directors, their respective close associates or
any Shareholder holding more than 5% of the issued share capital of our Company as at the Latest
Practicable Date had any interest in any of our five largest suppliers during the Track Record Period.
All these five largest suppliers are Independent Third Parties. We had not experienced any material
shortage or delay in the supply of products from our suppliers during the Track Record Period.

During the Track Record Period, Supplier A was also our customer. Supplier A had repurchased
two used foundation machinery from us which contributed approximately HK$5.9 million in aggregate
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to our revenue for the year ended 31 March 2016. Our Directors believe Supplier A was interested in
the two used machinery for refurbishment or for the parts. The machinery had been used by our Group
for approximately three to four years before Supplier A repurchased them from us. Our Directors
confirm the repurchase transactions with Supplier A were at arms’ length and under normal
commercial terms, one-off in nature and immaterial to our Group’s business as a whole.

Exclusive Dealership Agreements

Since our Group has engaged in construction machinery trading business for years, we have
developed a close and stable working relationship with our major suppliers. As at the Latest
Practicable Date, we are authorised with the exclusive dealership from five of our suppliers. The major
terms and coverage of each exclusive dealership agreements are different, subject to our negotiation
with the suppliers. Our Directors confirm as at the Latest Practicable Date, the exclusive dealership
agreements were valid, binding and we were not in dispute with any major suppliers regarding the
exclusive dealership agreements. We do not expect material impediment in renewing any of the
exclusive dealership agreement under normal circumstances. Details of our exclusive dealership
agreements are set out in the table below:

Minimum
Products of exclusive Geographical Expiration purchase
Supplier Country dealership coverage date requirement
Supplier A South Korea  Foundation machinery and ~ Hong Kong 31 December N/A
drilling accessories 2021
Supplier G South Korea  Drilling accessories Hong Kong 31 December N/A
2018
Supplier H Italy Foundation machinery Hong Kong 30 June 2020 20 machines
and Macau for the entire
contractual
period N
Supplier D South Korea  Drilling accessories Hong Kong 31 December N/A
2018
Supplier C South Korea  Foundation machinery and Hong Kong 31 December N/A
drilling accessories 2020
Note:  Our Group had already fulfilled the minimum purchase requirement as at the Latest Practicable Date.

Inventory

Our inventories recorded on our books of accounts mainly include foundation machinery and
drilling accessories for our trading business. As at 31 March 2014, 2015, 2016 and 31 July 2016, our
inventories amounted to approximately HK$5.6 million, HK$13.4 million, HK$12.8 million and
HK$8.6 million, respectively. We normally place back-to-back orders for new construction machinery
trading business.

In view of timely maintenance works, we keep consumable machinery parts in stock. In general,
as we usually do not keep any new construction machinery as inventory, we place order to our
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suppliers as soon as we receive order from our customers. Upon request from customers, we would
check with the suppliers for the relevant availability of supplies and estimated delivery time. We then
collect from our customers a down payment prior to the placing of purchase order with our suppliers
and the remaining balance would be settled against our agreed terms.

In case of any shortage of supply for a particular model, our Directors believe that we can source
from alternative suppliers with comparable quality and prices. Since we generally place orders on a
back-to-back basis, our Group is of the view that there would be alternatives from different suppliers
for similar models and our business operations would not rely on any particular supplier. Our Directors
confirm that our Group has not encountered any shortage of supply that would have a material impact
to our business operations during the Track Record Period and up to the Latest Practicable Date.

PRODUCT RETURNS AND WARRANTY

For trading of construction machinery of high monetary value, normally large foundation
machinery, we would arrange and accompany our customers to inspect the machine in the suppliers’
overseas workshops to ensure the machine is in good conditions before shipping to Hong Kong. Our
Directors believe that this arrangement is an effective and cost-efficient measure to maintain our
product quality and minimise product defects. For trading of new construction machinery, we usually
place back-to-back orders to suppliers upon receipt of orders from our customers and we generally do
not accept return of products unless it is due to major quality problems. Our suppliers usually provide
a standard warranty based on operating hours or of a specific period and if any quality problems arise
during the warranty period, we would liaise and follow up with the respective manufacturer or other
suppliers of the defected machinery for these customers. For trading of used construction machinery,
we do not offer any warranty and our customers are required to perform component checks before
delivery. For trading of drilling accessories, we offer product return and product exchange to our
customers.

During the Track Record Period, we did not recall or encounter any material warranty claimed
in relation to defects in quality of our construction machinery sold. Our Directors confirmed that we
did not receive any material complaint from customers during the Track Record Period and up to the
Latest Practicable Date.

SALES AND MARKETING
Credit policies

Our Group generally allows a credit period of from 30 to 60 days to our major customers which
is believed to be consistent with the industry norm for construction machinery industry in Hong Kong.
For some well-established customers, our Group may not require the customers to pay deposit at the
beginning of an order. Our Group reviews our trade receivables on a regular basis and assessments are
made by our senior management on the collectability of overdue balances to consider whether a
provision for impairment of trade receivables should be made in accordance with internal guidelines.

Pricing policies

For the construction machinery leasing business, we set our leasing fees according to various
factors including (i) the purchase cost of the construction machinery; (ii) the capacity and model of
the construction machinery; (iii) length of the leasing period; (iv) working condition of the site; and
(v) credibility of the customer. Likewise, we take into account the aforesaid factors when pricing our
transportation services.
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For the construction machinery trading business, the price of our foundation machinery and other
types of construction machinery and accessories would depend on various major factors including the
supply and demand of similar products in the market, origins and specifications, and the lead time of
delivery. We usually place back-to-back orders to suppliers upon receipt of order from our customers

and the sale price would be based on a cost-plus approach.

Marketing policies

We have a marketing team consisting of five employees as at the Latest Practicable Date. Our
Directors and marketing staff regularly communicate with our customers to understand their needs.
Based on feedback gathered from customers, we introduce new foundation machinery brands to Hong
Kong from time to time. We market our products and services through printing our Group’s name on

our machinery and our company website.

CUSTOMERS

Our customers include construction companies engaged in construction works in Hong Kong.
Our major customers include well-established construction companies, and we have business
relationships with some of them for over ten years.

Five largest customers

For the three years ended 31 March 2016 and the four months ended 31 July 2016, our five
largest customers accounted for approximately 60.4%, 54.7%, 59.3% and 54.4% of our total revenue
respectively. During the same periods, revenue of our Group’s largest customer were approximately
HK$30.9 million, HK$48.6 million, HK$43.2 million and HK$10.6 million, respectively, accounted
for approximately 27.4%, 23.4%, 21.0% and 18.2% of our total revenue.

None of our Directors, their close associates or any Shareholder (who or which, to the best
knowledge of our Directors owns more than 5% of the issued share capital of our Company) has any
interest in any of our five largest customers during the Track Record Period. All these five largest
customers are Independent Third Parties. We are not aware that during the Track Record Period, our
Group experienced any major disruption of business due to material delay or default of payment by
our customers due to their financial difficulties. Our Directors further confirm that they are not aware
of any of our major customers having experienced material financial difficulties that may materially
affect our Group’s business.

We have business relationships with some of our major customers for over ten years. In
particular, Customer A and Customer B had been our recurring five largest customers throughout the
Track Record Period. Our other major customers were not overly duplicated and we believe our
customer base is sufficiently diversified. Our Directors believe that we have been the preferred
working party of our major customers for their supplies of construction machinery and we do not rely

on any of our major customer.
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During the Track Record Period, all of our Group’s revenue was derived in Hong Kong. Details

of the five largest customers of our Group for the year ended 31 March 2014 are as follows:

Approximate
years of
Background and principal business
Ranking Name business nature relationship
1 Customer A A subsidiary of a public 18 years
company listed in Hong Kong,
one of the leading foundation
works main contractors in
Hong Kong
2 Customer B One of the leading main 20 years
contractor headquartered in
Hong Kong
3 Customer C A subsidiary of a public 15 years
company listed in Hong Kong,
one of the leading foundation
works main contractors in
Hong Kong
4 Customer D A private company 5 years

incorporated in Hong Kong,
engages principally in
foundation works as
sub-contractor
5 Customer E A joint venture established by 4 years
a contractor and a subsidiary
of a public company listed in
Hong Kong

Details of the five largest customers of our Group

follows:
Approximate
years of
Background and principal business
Ranking Name business nature relationship
1 Customer A A subsidiary of a public 18 years
company listed in Hong Kong,
one of the leading foundation
works main contractors in
Hong Kong
2 Customer B One of the leading main 20 years
contractors headquartered in
Hong Kong
3 Customer D A private company 5 years

incorporated in Hong Kong,
engages principally in
foundation works as
sub-contractor
4 Customer F A private company 4 years
incorporated in Hong Kong,
engages principally in
foundation works as a
sub-contractor
5 Customer G A subsidiary of a public 3 years
company listed in Hong Kong,
engages in foundation works
both as a main contractor and
subcontractor
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Revenue
(HK$’000)

30,943

12,945

10,205

7,909

6,126

for the year

Revenue
(HK$’000)

48,646

28,826

16,578

10,156

9,350

Percentage

of our

Group’s Payment Settlement

revenue term method

(%)

27.4 30 days By cheque

11.5 60 days By direct
credit

9.0 30 days By cheque

7.0 30 days By cheque

5.4 30 days By cheque

ended 31 March 2015 are as

Percentage

of our

Group’s Payment Settlement

revenue term method

(%)

23.4 30 days By cheque

13.9 60 days By direct
credit

8.0 30 days By cheque

4.9 30 days By cheque

4.5 30 days By cheque
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Details of the five largest customers of our Group for the year ended 31 March 2016 are as

follows:

Ranking Name

1 Customer A
2 Customer H
3 Customer B
4 Customer C
5 Customer [

Approximate
years of
business

relationship

Background and principal
business nature

A subsidiary of a public
company listed in Hong Kong,

18 years

one of the leading foundation
works main contractors in
Hong Kong

A private company 7 years
incorporated in Hong Kong,
engages principally in
foundation works and ground
investigation field works as
sub-contractor

One of the leading main
contractors headquartered in

20 years

Hong Kong

A subsidiary of a public
company listed in Hong Kong,
one of the leading foundation

15 years

works main contractors in
Hong Kong

A subsidiary of a public
company listed in Hong Kong,

16 years

engages as a contractor in the
Hong Kong construction
industry

Revenue
(HK$°000)

43,229

31,525

18,669

14,621

13,698

Percentage

of our

Group’s Payment Settlement

revenue term method

(%)

21.0 30 days By cheque

15.3 30 days By cheque

9.1 60 days By direct
credit

7.1 30 days By cheque

6.7 30 days By cheque

Details of the five largest customers of our Group for the four months ended 31 July 2016 are

as follows:
Ranking Name

1 Customer A
2 Customer B
3 Customer J

Approximate
years of

Background and principal business
business nature relationship
A subsidiary of a public 18 years
company listed in Hong Kong,
one of the leading foundation
works main contractors in
Hong Kong
One of the leading main 20 years
contractors headquartered in
Hong Kong
A private company 19 years

incorporated in Hong Kong,
engages as a contractor in
construction works
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Revenue
(HK$’000)

10,625

7,917

6,712

Percentage

of our

Group’s Payment Settlement

revenue term method

(%)

18.2 30 days By cheque

13.5 60 days By direct
credit

11.5 30 days By cheque
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Approximate Percentage
years of of our
Background and principal business Group’s Payment Settlement
Ranking Name business nature relationship Revenue revenue term method

(HK$°000) (%)

4 Customer K A private company 2 years 3,425 59 30 days By cheque
incorporated in Hong Kong,
engages as a contractor in
construction works
5 Customer L A subsidiary of a public 17 years 3,126 5.3 30 days By cheque
company listed in Hong Kong,
engages as a contractor in the
Hong Kong construction
industry

QUALITY CONTROL

We emphasise quality control in all aspects of our business as we believe that our machinery
quality is one of our core strengths and is vital to our success. In order to monitor the product quality
and ensure that our leasing fleet is fully operable, we have implemented various quality control
measures in our operation process. Moreover, our Group is accredited with ISO 9001: 2015 quality
management system certification, ISO 14001: 2015 environmental management system certification
and OHSAS 18001: 2007 occupational health and safety management system certification for our
provision of sales, leasing, repair and maintenance of construction machinery used for foundation
work, power generator and air compressor. Please refer to the section headed “Business —
Qualifications, Certifications and Compliance” for further details of our certifications.

Quality control on trading operation

We purchase construction machinery and machinery parts from selected suppliers who are
considered to be some reputable manufacturers in the world. We have maintained a list of approval
suppliers, based on stringent selection criteria including machinery quality, technical support,
reputation in the industry and our past experience of cooperation.

For the trading of construction machinery of high monetary value, normally large foundation
machinery, we would arrange and accompany our customers to the overseas workshops of our
suppliers for machinery inspection before shipping to Hong Kong. Our Directors believe that the
arrangement is effective and cost-efficient, and our customers are satisfied with the chance of directly
communicating with manufacturers, and the possibly shortened lead time.

We conduct inspection and relevant testing on the incoming machinery to ensure that it is in
satisfactory condition before we accept the machinery from our suppliers.

Quality control on leasing operation

With an aim to reduce machinery downtime on the customers’ job sites, we conduct detailed
inspection on the leasing machinery as part of our quality control measures to ensure that the
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machinery is fully operable before delivery to customers. Our technical team serves an important part
of our quality control. We possess a technical team which consisted of eight technical staff with
relevant experiences and technical know-how as at the Latest Practicable Date, where some of whom

have been working with us for over ten years.

In terms of our leasing operation, we require our customers to sign a confirmation receipt upon
receiving and returning our leased machinery, to ensure the machinery is properly delivered. We would
send our technical staff to inspect our leased machinery on a regular basis to ensure our customers can
be provided with fully operable machinery. Our technical staff would also conduct post-leasing

inspection before we accept the returned machinery from our customers.

EMPLOYEES

As at the Latest Practicable Date, the number and functional role of employees of our Group were
set out below:

Functional role Number

Management (including our executive Directors) 7
Sales and marketing 5
Administration and accounting 7
Technical support 8
Transportation 12

Total 39

We generally recruit our employees from the open market through placing recruitment
advertisement and through referral. We endeavor to attract and retain appropriate and suitable
personnel to serve our Group. Our Group assesses the available human resources on a continuous basis
and will determine whether additional personnel are required to cope with the business development

of our Group.

We entered into separate labour contracts with each of our employees in accordance with the
applicable labour laws of Hong Kong. The remuneration offered to employees generally includes
salaries and bonuses. In general, we determine salaries of our employees based on their qualifications,
position and seniority. We would send our technical staff to attend trainings provided by our overseas
suppliers. Our Directors consider that the training received by our employees can increase our overall

efficiency and facilitate us to retain quality employees.

Our Directors consider that we have maintained good relationships with our employees. During
the Track Record Period and up to the Latest Practicable Date, we did not experience any labour
disputes nor did we experience any difficulties in the recruitment and retaining of experienced or
skilled staff members which would have had a material impact on our business, financial condition or
results of operations. Our Group has not set up any trade union for our employees.
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INSURANCE

In relation to our employees, we have maintained employee compensation insurance for our
employees including our technicians covering insured workplaces like warehouses and construction
sites of our customers. We have maintained third party insurance in our office and warehouse, as well
as our employees in our warehouses for claims arising from accidental bodily injury to any person and
accidental damage to any property in the insured workplaces. We have maintained machinery
insurance for most of the machinery under our leasing fleet. Our Directors believe that our Group’s
insurance policies are adequate and consistent with the common industry practice in Hong Kong.
During the Track Record Period and up to the Latest Practicable Date, we have not received any

material insurance claim against us.

MARKET AND COMPETITION

According to the F&S Report, our Group were ranked third in the construction machinery trading
market in Hong Kong, in terms of revenue generated in 2015, with a market share of approximately
4.1%. There were nearly 50 competitors in the construction machinery trading market in Hong Kong
with at least HK$10 million of annual revenue. The trading revenue of the five largest players
accounted for approximately 50.8% of the total market size of the construction machinery trading
market in 2015. For the three years ended 31 March 2016 and the four months ended 31 July 2016,
trading of construction machinery generated revenue of approximately HK$81.3 million, HK$154.7

million, HK$137.1 million and HK$32.6 million, respectively, for our Group.

Our Directors consider that there are entry barriers of the construction machinery trading
industry in Hong Kong which hinder new players from entering into the industry. Such entry barriers
include (i) competent management with professionals required; (ii) lack of experience and customer
relationship; and (iii) barrier of technical ability, details of which are described in the section headed
“Industry Overview — Competitive Landscape of the Construction Machinery Trading Market —

Entry barriers of Hong Kong’s construction machinery trading market” in this prospectus.

According to the F&S Report, our Group were ranked second in the power and energy machinery
leasing market in Hong Kong, in terms of revenue generated in 2015, with a market share of
approximately 8.9%. There were nearly 20 competitors in the power and energy machinery leasing
market in Hong Kong with at least HK$3 million of annual revenue. The leasing revenue of the five
largest players accounted for approximately 38.0% of the total market size of the power and energy
machinery leasing market in 2015. For the three years ended 31 March 2016 and the four months ended
31 July 2016, leasing of construction machinery generated revenue of approximately HK$31.5 million,
HK$52.8 million, HK$67.0 million and HK$23.4 million, respectively, for our Group.

Our Directors consider that there are entry barriers for new entrants to enter the construction
machinery trading and leasing market in Hong Kong, such as (i) tightened environmental requirement
and qualification; (ii) capital intensiveness; (iii) unestablished customer base due to lack of track

record and market experience; and (iv) technical barrier and understanding on know-how.
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Since we have engaged in the construction machinery industry for more than 25 years with a
relatively comprehensive leasing fleet and we offer extra services such as maintenance services and
operation services by our experienced staff, our Directors believe that our competitive strengths will
enable us to maintain our competitive position as one of the active market players in the construction

machinery trading and leasing market in Hong Kong. Our competitive strengths include the following:

(i) A well established market presence and continuous development in the Hong Kong

construction machinery industry;
(i1)) market leader with large and well-maintained leasing fleet;
(iii) know-how in foundation mechanical technology;
(iv) professional operation and technical support by our experienced technical team; and

(v) stable relationship with our major customers and suppliers.

Details of our Group’s competitive strengths are set out in the section headed “Business —

Competitive Strengths” in this prospectus.

PROPERTY

We do not own any real property. We had no single property interest of which the carrying

amount accounted for 15% or above of our total assets as at the Latest Practicable Date.

We leased two properties in Hong Kong as at the Latest Practicable Date. These leased properties
are primarily used for office, and yards or warehouse for storing our machinery and accessories. We

have leased from Independent Third Parties and the summary of our leases are as follows:

Approximate
aggregate
gross floor Use of the Term of the Monthly rental
Address Landlord area (sq. ft.) property tenancy expenses
71 Ping Che Road, Kam Tak Land 30,318 Open storage 16 October HK$73,500
Fan Ling, N.T., Investment 2016 to
Hong Kong Company 15 October
Limited 2017
Rooms 6-7, 18/F, Laws Land City 2,774 Office 8 August 2016 HK$66,438
Commercial Plaza, International to 7 August (including
788 Cheung Sha Wan Road, Limited 2018 management
Kowloon fee)
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HEALTH, WORK SAFETY, SOCIAL AND ENVIRONMENTAL MATTERS

Our business is subject to certain health, work safety, social and environmental laws and
regulations. Our management team monitors compliance with legal requirements and our internal
standards in respect of such matters. Our Directors consider that the annual cost of compliance with
the applicable health, work safety, social and environmental laws and regulations was not material
during the Track Record Period and the cost of such compliance is not expected to be material going
forward.

Health and work safety

We have not been subject to any material claim or penalty in relation to health, work safety,
social and environmental protection and have not been involved in any accident or fatality and have
been in compliance with the applicable Hong Kong laws and regulations in all material aspects during
the Track Record Period.

OPME

The Environmental Protection Department in Hong Kong has developed and implemented the
“Quality Powered Mechanical Equipment” system (“QPME System”) to encourage the use of
construction equipment items that are new, notably quieter, more environmentally friendly and
efficient. Subject to the relevant cost and expenses, we intend to gradually apply for such QPME
Labels for approximately 650 units of machinery in our leasing fleet to which the QPME System is
applicable. As at the Latest Practicable Date, we have approximately 584 units of such equipment for
which the QPME Labels have been obtained. We believe that our efforts in obtaining the QPME Labels
for our equipment and our ability to obtain QPME Labels for almost all of our generators illustrate
our emphasis on the quality and environmental friendliness of our leasing fleet. We believe that our
customers would take this factor into consideration when they decide on machinery leasing, in
particular for public construction and electrical and mechanical engineering projects.

NRMM

The NRMM Regulation came into effect on 1 June 2015 to bring NRMMs, including non-road
vehicles and Regulated Machines, under control in line with environmentally advanced countries.
Unless exempted, NRMMs which are regulated under this provision are required to comply with the
emission standards prescribed under the NRMM Regulation. From 1 September 2015, all Regulated
Machines sold or leased for use in Hong Kong must be approved or exempted with a proper label in
a prescribed format issued by the Environmental Protection Department. Starting from 1 December
2015, only approved or exempted NRMMs with a proper label are allowed to be used in specified
activities and locations including construction sites. However, existing NRMMs which are already in
Hong Kong on or before 30 November 2015 will be exempted from complying with the emission
requirements. A period of six months (from 1 June 2015 to 30 November 2015, both dates inclusive)
was allowed for then existing NRMMs to apply for exemption. As at the Latest Practicable Date, our
Group has obtained approval or exemption for all of our Regulated Machines.
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Pursuant to the Technical Circular, there is an implementation plan to phase out the use of
exempted NRMMs for four types of exempted NRMMs (namely generators, air compressors,
excavators and crawler cranes), under which, all new capital works contracts of public works
including design and build contracts with an estimated contract value exceeding HK$200 million and
tenders invited on or after 1 June 2015 shall require the contractor to allow no exempted power
generator and air compressor to be used after 1 June 2015. Notwithstanding the above implementation
plan, exempted NRMMs may still be permitted at the discretion of the respective architect or engineer
designated by the Government if there is no feasible alternative. The above implementation plan does
not prohibit the use of exempted NRMMs for the four types of exempted NRMMs in engineering
construction projects in the private sector, or new capital works contracts of public works with an
estimated contract value not exceeding HK$200 million and tenders invited on or after 1 June 2015.

Pursuant to the NRMM Regulation, 665 machines in our fleet are subject to the NRMM
Regulation and we have obtained approval or exemption for all of our Regulated Machines at the
Latest Practicable Date. 183 of the Regulated Machines were granted approval and the remaining 482
of them were granted exemption by the EPD under the NRMM Regulation as at the Latest Practicable
Date.

According to the F&S Report, the market size for engineering construction projects in Hong
Kong is expected to be HK$90 billion to HK$110 billion each year from 2016 to 2020 for public sector
and HK$115 billion to HK$130 billion each year from 2016 to 2020 for private sector respectively,
by conservative estimation. Furthermore, several factors ensure the steady growth from
non-governmental construction investment in the next few years. For example, as the Hong Kong
property market sales has been gradually increasing since second half of 2016, some major property
developers in Hong Kong obtained a lot of new land reserves, and actively planned to launch new
projects in near future. The property developers in the PRC also exhibited great interest in Hong
Kong’s property market which boosts confidence in the market. Given that the market demand for
construction projects in private sector is expected to be higher than public sector based on the F&S
Report, our Directors are of the view that leasing of exempted machines would remain in demand in
the near future. Therefore, we do not have a proposed replacement plan of the exempted machines in
our fleet.

In relation to the NRMM Regulation and the Technical Circular, our Directors believe such
regulations will pose minimal impact on the construction machinery trading business of our Group,
which accounted for approximately 72.1%, 74.6%, 66.8% and 55.7% of our total revenue during the
Track Record Period, as (i) we normally place back-to-back orders for trading of new construction
machinery; and (ii) we do not have any exempted NRMMs in inventory as at the Latest Practicable
Date. In addition, our Group will continue to increase the proportion of approved NRMMs out of the
Regulated Machines carried in our leasing fleet to cope with the future demand for approved machines
according to our expansion plan. For the details of our expansion plan, please refer to the section
headed “Future Plans and Use of Proceeds” in this prospectus. For the Regulated Machines that are
exempted from the NRMM Regulation, our Directors consider that the implementation of the
Technical Circular will not have material impact to our Group’s business operation and financial
position given that (i) the impact of such regulations on our major business segment, trading of
construction machinery, is considered to be minimal; (ii) our Group had accordingly entered into
purchase agreement of 104 units of NRMM approved power generators during the year ended 31
March 2016; (iii) our Group has an expansion plan; (iv) we would continue to review our leasing fleet
regularly for the expansion, disposal and replacement of respective construction machinery; and (v)
the market size for engineering construction projects in private sector is expected to be higher than
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that in public sector. Our Directors confirmed that we did not experience any shortage or delay in the
supply of machinery when we acquired new machines to our fleet during the Track Record Period. As
such, we believe that there will be no material impact to our Group’s operation and financial position
and we will have sufficient approved machines under the NRMM Regulation to meet our customers’
demand. Our Directors therefore believe that the impact shall be remote and minimal and therefore
there shall not be any adjustment to the estimated useful lives and no indication of any impairment
loss. Our Directors consider that the existing accounting policy over depreciation and impairment loss
adopted by our Group is fair and reasonable and in line with the applicable accounting standard as well
as the industry norm. Our Directors foresee no material difficulty in complying with relevant NRMM
Regulation and Technical Circular.

QUALIFICATIONS, CERTIFICATIONS AND COMPLIANCE

Qualifications

As advised by our legal advisers as to Hong Kong laws, save for business registration, our Group
does not require any approval, permit, consent, license and registration in respect of our business
operation in Hong Kong. Our Directors also confirmed that during the Track Record Period and up to
the Latest Practicable Date, our Group has obtained all requisite approval, permit, consent, license and
registration for our business and operations in Hong Kong and all of them are in force.

Certifications

In recognition of our quality control system, we have obtained a number of certifications which
are set out as follows:

Year of Expiry
Certifications Grant Description Issuing organization date
ISO 9001 : 2015 2016 Certification of quality BVCH SAS UK Branch 14 April
management system 2019
(Note)
ISO14001 : 2015 2016 Certification of BVCH SAS UK Branch 14 April
environmental 2019

management system

(Note)

OHSAS 18001 : 2007 2016 Certification occupational Bureau Veritas 4 April
health and safety Certification Hong 2019
management system Kong Limited
(Note)

Note: The certification concerns our provision of sales, leasing, repair and maintenance of construction machinery used

for foundation work, power generator and air compressor.
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Compliance

Our Directors and our legal advisers as to Hong Kong laws confirmed that during the Track
Record Period and up to the Latest Practicable Date, there was no non-compliance incident which was
material non-compliance incidents.

NON-COMPLIANCE

Our Directors confirm that they were aware of certain systemic non-compliances of our Group
in relation to the Predecessor Companies Ordinance and the Companies Ordinance in respect of
matters including amongst others, late filings of certain statutory corporate forms within the
prescribed time.

As advised by the Company’s Hong Kong legal advisors, the above non-compliance incidents are
either (i) time barred by the time limit for prosecution; or (ii) immaterial in respect to the monetary
penalty. Taking into account the above and the fact that any loss, fee, expense and penalty of our
Group in relation to the non-compliance matters will be fully indemnified by our Controlling
Shareholders, our Directors consider, and the Sponsor concurs, that the impact of them would be
immaterial upon our Group’s operation and financial positions.

As confirmed by our Directors, as at the Latest Practicable Date, save as disclosed above, our
Group did not receive any notice for any fines or penalties for any non-compliance in relation to the
predecessor Companies Ordinance and the Companies Ordinance, and, save as disclosed above, we
have complied with all applicable laws and regulations in all material respects in Hong Kong (being
the principal jurisdiction in which we operate) during the Track Record Period and up to the Latest
Practicable Date.

No provision was made in the financial statement of our Group in respect of the aforementioned
non-compliances as our Directors have taken into consideration the followings: (i) up to the Latest
Practicable Date, our Directors were not aware of any prosecution instituted against us or any notices
for any fine or penalties in relation to the above non-compliances; (ii) even if there is any prosecution,
the actual amount of penalty cannot be estimated with reasonable accuracy and the potential maximum
penalties of the abovementioned non-compliance incidents is considered to be immaterial; (iii) legal
opinion on chance of prosecution and legal liability; and (iv) our Controlling Shareholders agree to
indemnify our Group, subject to the terms and conditions of the Deed of Indemnity, of any claim of
the non-compliance incidents of our Group on or before the date on which the Share Offer becomes
unconditional, particulars of which are set out in the section headed “Statutory and General
Information — E. Other Information — 15. Tax and other indemnities” in Appendix IV to this
prospectus.

Furthermore, taking into account that (i) the non-compliance incidents were unintentional, did
not involve any dishonesty or fraudulent act on the part of our executive Directors, and did not raise
any question as to the integrity of our executive Directors; (ii) our Group has used its best effort to
rectify all the non-compliance incidents so far as applicable and practicable; and (iii) our internal
control system already covers our major business aspects and it is effectively supervised by the
management of our Group, details of which are set out in the section headed “Business — Internal
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Control and Risk Management — Internal control” in this prospectus. Our Directors are of the view,
and the Sponsor concurs, that the abovementioned non-compliance incidents would not affect the
suitability of our executive Directors under Rules 3.08 and 3.09 of the Listing Rules or the suitability
of Listing of our Company under Rule 8.04 of the Listing Rules.

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

machinery that are subject to the NRMM Regulation.

LITIGATION, ARBITRATION AND POTENTIAL CLAIMS

As at the Latest Practicable Date, no member of our Group was involved in any litigation, claim
or arbitration of material importance and no litigation, claim or arbitration of material importance is

known to our Directors as pending or threatened against any member of our Group.

INTERNAL CONTROL AND RISK MANAGEMENT

Our Directors recognise that corporate governance and risk management are crucial to the
development and success of our business. We have adopted corporate governance measures and risk
management measures in various aspects of our business operations such as financial reporting, legal

compliance, information system, premises safety and human resources management.

Internal Control

In preparation for the Listing, the Company has engaged an Independent Third Party consultant
(the ““Internal Control Consultant’’) to assist the Company in reviewing the design and effectiveness
of certain financial reporting related to internal controls of the Company. The scope of work of the
review was discussed with and agreed by the Company and the Sponsor. The review covers entity level
controls and business level controls for the processes of revenue and receivables, purchases,
procurement and payables, cash/treasury management, human resources, financial reporting, property,
plant and equipment and IT general controls. The internal controls review described above was
conducted based on information provided by the Company and no assurance or opinion on internal

controls was expressed by the Internal Control Consultant.

The Internal Control Consultant also performed a follow-up review (the “Follow-up Review”)
in June and August 2016 to review the status of the management actions by our Company to address
the findings of the Internal Control Review. The Internal Control Consultant raised no further
recommendation in the Follow-up Review except for the need of establishing an internal audit

function.

Our Group have adopted and implemented a series of internal control policies and procedures to
meet our specific business needs and to minimise our risk exposure. The written policies and
procedures are designed to reasonably assure effective and efficient operations, reliable financial

reporting and compliance with related laws and regulations.
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Our Directors confirmed that the corresponding remedial actions have been implemented
according to suggestions of our Internal Control Consultant and accordingly the Follow-up Review did

not identify any material weakness.

Our management will continuously monitor and improve the procedures to ensure that effective
operation of those internal controls are in line with the growth of our business and good corporate

governance practice.

Corporate governance

In terms of corporate governance, our Group has, inter alia, (i) appointed three independent
non-executive Directors to ensure the effective exercise of independent judgment on its
decision-making process and provide independent advice to our Board; (ii) established the Audit
Committee to review our financial reporting system, risk management and internal control system;
(iii) appointed Ample Capital Limited as our compliance adviser in compliance with the applicable
Listing Rules; and (iv) provided (and will continue to provide) our Directors and senior management
with training, development programs on applicable legal and regulatory requirements from time to

time.

Risk management

We recognise the need for risk management in our strategic and operational planning, day-to-day
management and decision making process and are committed to managing and minimising risks by
identifying, analysing, evaluating and mitigating risk exposures that may impact the continued
efficiency and effectiveness of our operations or prevent it from achieving its business objective. The
risk management process of our Group is coordinated and facilitated by our senior management. The
objectives of risk management are to, inter alia, enhance our Company’s governance and corporate
management processes as well as to safeguard our Group against unacceptable levels of risks and
losses. The risk management process of our Group will involve, inter alia, (i) an annual risk
identification exercise which involves assessment of the consequence and likelihood of risks
(including documenting those of potentially high impact) and the development and/or review of risk
management plans for mitigating such risks; (ii) reducing the current level of risk to an acceptable
level through implementation of additional controls or risk mitigating actions; (iii) ensuring that the
risk control and treatment measures are effective for identified risk by holding meetings with the risk
owner, to discuss the status of the follow up actions taken on the identified risks and improve the
mitigation actions where appropriate, to ensure that the risks are managed properly and effectively;
and (iv) assessing identified risks, the related impact, likelihood of risks and the risk mitigating
actions with a documented report in form of a risk register, where the management will provide a
report on our Group’s risk profile to the Board of Directors and the Audit Committee for their
consideration together with key risks or significant deficiencies in Group’s risk management process

and the steps taken to deal with them.
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The following sets out the key risks of our business and the internal control procedures to
mitigate and minimise the corresponding risks:

Regulatory risk management

Our Group will be exposed to the risk of non-compliance with regard to the applicable laws and
regulations, and also Listing Rules, upon listing. Our Group has appointed Ample Capital Limited as
our Compliance Advisor to advise us on complying with the Listing Rules upon listing, and regarding
the compliance on applicable Hong Kong laws and regulations, our Group will also appoint a legal
advisor to advise us in that regard. For further information, please refer to the section headed
“Business — Internal Control and Risk Management — Corporate governance”.

Credit risk management

Our Group is exposed to the risk of whether we are able to collect the receivables from our
counterparties which will result in a financial loss if we fail to do so. The finance department would
prepare a monthly report on outstanding overdue payments for our executive Directors and alert our
executive Directors on new overdue payments for them to closely monitor, evaluate the risk level and
decide on actions to follow-up depending on, among others, the relationship with the customer,
payment history of the customer, the general economic environment and our Group’s financial
position. In general, deposits are normally required for new customers. In addition, before entering
contracts with any new customer, we would perform searches and assess whether the new customer
has acceptable financial background, track record and reputation. Furthermore, for project value
exceeding a certain amount and, entering contracts with new customers would subject to approval
from our executive Directors.

Operational risk management

Our executive Directors and senior management staff are responsible for monitoring our daily
operation and assessing the relevant operational risks. We have control measures on inventory, product
and service quality and pricing. The measures will be reviewed by our executive Directors on a regular
basis.

Our Group also emphasis on ethical value and prevention of fraud and bribery. To achieve so,
we have established a whistleblower programme for employees to report irregularities anonymously
to our executive Directors directly. In addition, our staff including all employees and Directors of our
Group, are required to read our staff handbook and internal control manual. Such procedure allows us
to minimise the risk associated with potential unethical behaviours, wrongdoings, frauds or
unauthorised access to confidential information.

Foreign currency risk management

Our Group operates in Hong Kong with all receivables in HK dollar. Our Group is then exposed
to foreign currency risks given the nature of our business of sourcing from overseas suppliers, mainly
with respect to Yen, Euro and USD. Since HK dollar is pegged with USD, the management are of the
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opinion that the foreign exchange risk arising from USD is insignificant. We have adopted a hedging
policy to ensure that all of our hedging activities are properly conducted. For details of our hedging
policy, please refer to the section headed “Financial information — Quantitative and qualitative
disclosures about market risks — Hedging” in this Prospectus.

Our Group is allowed to enter into forward contract to hedge against the foresaid risk. Regarding
hedging, our Group has not used and will not use any hedging contracts to engage in speculative
activities. To enter to such contracts, the details, including but not limited to the position limits, will
have to be handled by our finance department and subject to approval by the executive Directors. On
a monthly basis, our finance department is required to prepare an outstanding mark-to-market position
of all forward contracts for the executive Directors to review on the performance and to evaluate the
total value at risks. For details related to hedging, please refer to the section headed “Business —
Hedging” in this Prospectus.

Based on the above, our Directors are of the view that our Company has adequate corporate
governance measures and risk management procedures in place for the business operations of our
Group.

INTELLECTUAL PROPERTY

We are the registrant of the domain sanrochk.com and sanroc-intl.com. We have applied for
registration of two trademarks for our business operation in Hong Kong. Please refer to the section
headed “Statutory and General Information — B. Further Information about the Business of Our Group
— 2. Our material intellectual property rights” in this prospectus for further details.

As at the Latest Practicable Date, our Group was not aware of any infringement by us of any
intellectual property rights owned by third parties, or by any third parties of any intellectual property
rights owned by our Group.

HEDGING

Our Group is subject to foreign exchange risk regarding our construction machinery trading
business as we received our revenue proceeds denominated in HKD and we settled some of our
suppliers with foreign currencies such as Yen, Euro and USD.

Our principal bankers had granted us a facility regarding foreign exchange forward contract in
the value of US$2.6 million. During the Track Record Period and up to the Latest Practicable Date,
our Group had not utilised any of the credit line.

We constantly monitor our Group’s foreign exchange risk exposure and we might enter into
exchange forward contract with our principal bank on a case-by-case basis. For further details
regarding our Group’s internal control procedures to mitigate and minimise the foreign currency risk,
please refer to the section headed “Internal Control and Risk Management — Risk Management —
Foreign currency risk management” in this Prospectus.

We have entered into Japanese Yen agreed rate regarding some of our purchases as at 28 August
2013. Please refer to note 21 of the Accountant’s Report in Appendix I to this prospectus for further
details.
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You should read the following discussion of our Group’s result of operation and financial
condition in conjunction with its audited combined financial information as at and for the three
yvears ended 31 March 2016 and the four months ended 31 July 2016, including the notes thereto,
included in Appendix I to this prospectus. This historical combined financial information is not
necessarily indicative of the future performance of our Group. Our combined financial statements
have been prepared in accordance with HKFRS, which may differ in material respects from the
generally accepted accounting principles in other jurisdictions.

The following discussion contains forward-looking statements that involves risk and
uncertainties. These statements are based on assumptions and analysis made by us in light of our
experience and perception of historical trends, current condition and expected future developments,
as well as other factors that we believe are appropriate under the circumstances. However, whether
actual outcome and developments will meet our expectations and predictions depends on a number
of factors over which we have no control. You should review the section headed “Risk Factors” in
this prospectus for a discussion of the important factors that could cause our actual results to differ

materially from the results described in or implied by forward-looking statements.

OVERVIEW

Our Group provides construction machinery trading and leasing services in Hong Kong. Our
business comprises: (i) trading of construction machinery, which are mainly foundation machinery and
drilling accessories; (ii) leasing of construction machinery, which are mainly power and energy

machinery; and (iii) provision of local transportation services with our crane lorries.

Our Group’s revenue amounted to approximately HK$112.8 million, HK$207.5 million,
HK$205.4 million, HK$81.3 million and HK$58.5 million respectively for the three years ended 31
March 2016 and the four months ended 31 July 2015 and 2016. The following table sets forth the

breakdown of our revenue by our business segments during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$’000 % HK$’000 % HK$'000 %  HK$’000 % HK$ 000 %
(Unaudited)

Trading of construction

machinery 81,347 72.1 154,731 74.6 137,128 66.8 61,140 75.2 32,594 55.7
Leasing of construction

machinery 31,487 27.9 52,803 25.4 66,993 32.6 20,170 24.8 23,405 40.0
Transportation services™') — — — — 1,318 0.6 16 0.0 2,485 4.3

112,834  100.0 207,534  100.0 205,439  100.0 81,326  100.0 58,484  100.0

Note: Our transportation services commenced in July 2015.
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SUMMARY OF HISTORICAL COMBINED FINANCIAL INFORMATION

The selected financial information from our Group’s combined balance sheets as at 31 March

2014, 2015 and 2016 and 31 July 2016 and its combined statements of comprehensive income and

combined statements of cash flows for the three years ended 31 March 2016 and the four months ended

31 July 2015 and 2016 set forth below are extracted from the section headed “Accountant’s Report”

included in Appendix I to this prospectus, and should be read in conjunction with it.

Combined statements of comprehensive income

Revenue

Cost of sales and services

Gross profit
Other income and gains/(losses), net
Selling expenses

Administrative expenses

Operating profit

Finance income

Finance costs

Finance costs, net

Profit before income tax

Income tax expenses

Profit for the year/period

Profit and total comprehensive income
attributable to equity holders of
the Company

For the four

For the year ended months ended

31 March 31 July
2014 2015 2016 2015 2016
HK$’000 HK$’000 HKS$ 000 HK$’000 HK$’000

(Unaudited)

112,834 207,534 205,439 81,326 58,484
(85,574) (154,152) (147,477) (62,191)  (39,757)
27,260 53,382 57,962 19,135 18,727
71 (3,184) (62) (1,980) (873)
(3,466) (3,319) (3,453) (1,084) (851)
(8,274)  (11,054) (13,828) (3,771) (8,936)
15,591 35,825 40,619 12,300 8,067
26 115 229 2 90
(493) (640) (927) (240) (460)
(467) (525) (698) (238) (370)
15,124 35,300 39,921 12,062 7,697
(2,561) (5,853) (6,936) (1,991) (2,114)
12,563 29,447 32,985 10,071 5,583
12,563 29,447 32,985 10,071 5,583
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BASIS OF PREPARATION

Our Company was incorporated in the Cayman Islands under the Cayman Islands Companies Law
as an exempted Company with limited liability on 25 July 2016 in preparation for a listing of our
Shares. Pursuant to the Reorganisation as more fully described in the section “History, Development
and Reorganisation” in this prospectus, our Company became the holding company of our Group on
10 November 2016. Apart from the Reorganisation, our Company has not commenced any business or
operation since its incorporation. The combined balance sheets of our Group as at 31 March 2014,
2015 and 2016 and 31 July 2016 have been prepared to present the assets and liabilities of the entities
now comprising our Group which were in existence at those dates, as if the current group structure
had been in existence as at the respective dates. The net assets and results of our Group were combined
using the carrying value from the perspective of the Controlling Shareholders. All significant
intra-group transactions and balances have been eliminated on combination.

CRITICAL ACCOUNTING POLICIES, ESTIMATES AND JUDGMENTS

The Accountant’s Report in Appendix I to this document sets out further significant accounting
policies in note 2, which are important for an understanding of the financial condition and results of
operation of our Group.

Some of our accounting policies involve subjective assumptions, estimates and judgements that
are discussed in note 4 to the Accountant’s Report in Appendix I to this document. In the application
of our accounting policies, our management is required to make estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily apparent from other sources. Our
estimates and other associated assumptions are based on historical experience and other factors that
are considered to be relevant. Actual results may differ from these estimates. Our estimates and
underlying assumptions are reviewed by our management on an ongoing basis. See note 4 of the
Accountant’s Report in Appendix I to this document.

IMPACT OF NEW OR REVISED ACCOUNTING STANDARDS

In May 2016, the Hong Kong Institute of Certified Public Accountants issued the HKFRS16
“Leases”, which is not expected to be applied by the Group until the financial year ended 31 March
2020. Therefore, in presenting the financial information set out in this document, the Group has not
early adopted the relevant provisions of HKFRS 16.

The Group is a lessee of various machinery, offices and warehouses which are currently
classified as operating leases. The Group’s current accounting policy for such leases and future
operating lease commitments, which is not reflected in the combined balance sheets, are set out in note
2.11 and note 24(b), respectively, to the Accountant’s Report in appendix I to this document. HKFRS
16 provides new provisions for the accounting treatment of leases and will in the future no longer
allow lessees to account for certain leases outside the balance sheet. Instead, all long-term leases must
be recognised in the balance sheet in the form of assets (for the rights of use) and lease liabilities (for
the payment obligations). Short-term leases with a lease term of twelve months or less and leases of
low-value assets are exempt from such reporting obligations. The new standard will therefore result
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in recognition of a right-to-use asset and an increase in lease liabilities in the balance sheet. In profit
or loss, rental expenses will be replaced with depreciation and interest expense. The impacts on the
Group’s financial results and position upon the adoption of HKFRS16 as lessor of finance leases and

operating leases are not expected to be material.

PRINCIPAL KEY FACTORS AFFECTING OUR FINANCIAL POSITION AND RESULTS OF
OUR OPERATIONS

Our results of operations and financial condition have been, and will continue to be, affected by
a number of factors including those set out below and in the section headed “Risk Factors” in this

prospectus.

Economic conditions and level of construction activities in Hong Kong

The demand of construction machinery is driven by the level of construction activities in the
region. As our revenue is mainly attributable to the customers engaged in construction works, our
results of operation is dependent on the level of constructions and infrastructure projects in Hong

Kong.

There is no assurance that the number of construction projects will not decrease in the future.
In the event that the demand of construction machinery decreases as a result of the reduction in the
number of construction projects in Hong Kong, our business in general and our results of operation

may be adversely and materially affected.

Employees and staff costs

Our staff costs, including Director’s emoluments, were approximately HK$7.6 million, HK$9.6
million, HK$10.3 million, HK$3.0 million and HK$5.0 million for the three years ended 31 March
2016 and the four months ended 31 July 2015 and 2016 respectively, representing approximately 6.8%,
4.6%, 5.0%, 3.7% and 8.5% of our revenue.

We believe our employees are the most valuable resources to achieve our success and are not
easily replaceable. Should we fail to retain our employees, our capability to provide quality services
to our customers may be adversely affected. This would reduce our competitiveness and adversely

affect our profitability and financial performance.
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The following sensitivity analysis illustrates the potential impact of fluctuations in staff costs,
including Director’s emoluments, to the profit before taxation with all other variables held constant

during the Track Record Period:

For the four

For the year ended months ended
31 March 31 July
2014 2015 2016 2015 2016
HK$’000 HK$’000 HK$'000 HK$'000 HKS$ 000
(Unaudited)
If the staff costs, including
Director’s emoluments, had
been 5% higher/lower
Decrease/increase in profit before
taxation —/+382 —/+480 — /4516 —/+149 — /4248
Percentage decrease/increase in
profit before taxation —/+2.5% —/+1.4% —/+13% —/+12% —/+3.2%
If the staff costs, including
Director’s emoluments, had
been 10% higher/lower
Decrease/increase in profit before
taxation —/+764 —/+960 —/+1,031 —/+297 — /4497
Percentage decrease/increase in
profit before taxation —/+5.1% —/+2.7% —/+2.6% —/+2.5% —/+6.5%

Our market leading position in the foundation work machinery trading and power and energy
machinery leasing market in Hong Kong and our reputation in the industry

According to the F&S report, we were ranked first in the foundation machinery trading and
second in the power and energy machinery leasing market in Hong Kong with market share of
approximately 28.3% and 8.9% in the respective markets in 2015. We believe that our established
reputation in the industry and our business development will continue to benefit from our long
established strong relationships with major customers. It provides us a favourable position to capture
the overall growth trend of the construction machinery trading and power and energy machinery
leasing market in Hong Kong according to the F&S Report. Consequently, should there be any
disruption to our operations, we may risk losing customers’ confidence and our reputation in the

industry, which, in turn, may adversely affects our profitability and financial performance.
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Our high utilisation rate in the industry

During the Track Record Period, we recorded continued growth in revenue generated from
leasing of construction machinery while expanding our leasing fleet. Our utilisation rate of our power
and energy machinery leasing fleet were approximately 93.8%, 92.5%, 89.4% and 84.2% for the three
years ended 31 March 2016 and the four months ended 31 July 2016 respectively. For more details
regarding utilisation rate of our leasing fleet during the Track Record Period, please refer to the

section headed “Business — Our Business Model — Leasing of construction machinery”.

As a result of growing environmental awareness and the implementation of the NRMM
Regulation and QPME System, a growing demand is expected for approved power and energy
machinery in the market. In order to cater for the expected demand for such machinery in the
upcoming construction projects in Hong Kong, we have accordingly entered into purchase agreement
of purchasing 104 units of NRMM approved power generators during the year ended 31 March 2016,
which all have been delivered to us as at the Latest Practicable Date, to meet the new emission
standards which helps us to retain our market position and competitiveness in Hong Kong. We intend
to purchase more machinery during the upcoming years. However, the expansion of our leasing fleet
will need to be complemented by increased leasing of our machinery. We must develop sufficient
market share to maintain high utilisation rate of our leasing fleet and achieve a profitable expansion
plan. Should we fail to maintain a high utilisation rate of our leasing fleet, our revenue from leasing
may not be able to cover the increased depreciation and maintenance costs and thus our gross profit

margin and results of operation will be adversely affected.

Exclusive dealerships with various suppliers

We had exclusive dealership arrangements with five suppliers of construction machinery as at
Latest Practicable Date. There are no guarantees that we will be able to maintain the exclusive
dealerships with them after expiration, which may consequently reduce or eliminate our market share
in the trading market of construction machinery manufactured by them. To this end, our results of
operation and financial performance may be adversely affected should we fail in identifying

alternative suppliers to source similar products.

PRINCIPAL COMPONENTS OF RESULTS OF OPERATIONS

The selected financial information from our Group’s combined balance sheets as at 31 March
2014, 2015 and 2016 and 31 July 2016 and its combined statements of comprehensive income and
combined statements of cash flows for the three years ended 31 March 2016 and the four months ended
31 July 2015 and 2016 set forth below are extracted from the section headed “Accountant’s Report”
included in Appendix I to this prospectus, and should be read in conjunction with it.

— 153 —



FINANCIAL INFORMATION

Revenue

Our revenue amounted to approximately HK$112.8 million, HK$207.5 million, HK$205.4
million, HK$81.3 million and HK$58.5 million for the three years ended 31 March 2016 and the four
months ended 31 July 2015 and 2016 respectively. The following table sets forth the details of our
Group’s revenue by business segments during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$°000 % HK$’000 % HKS$’000 %  HK$'000 % HKS$’000 %
(Unaudited)
Trading of construction
machinery 81,347 72.1 154,731 74.6 137,128 66.8 61,140 75.2 32,594 55.7
Leasing of construction
machinery 31,487 27.9 52,803 254 66,993 32.6 20,170 24.8 23,405 40.0
Transportation
services™Note) _ — — — 1,318 0.6 16 0.0 2,485 4.3
Total revenue 112,834 100.0 207,534  100.0 205,439  100.0 81,326  100.0 58,484  100.0

Note: Our transportation services commenced in July 2015.
(I) Trading of construction machinery

Our revenue generated from the trading of construction machinery amounted to approximately
HK$81.3 million, HK$154.7 million, HK$137.1 million, HK$61.1 million and HK$32.6 million for
the three years ended 31 March 2016 and the four months ended 31 July 2015 and 2016 respectively.
The following table sets forth the breakdown of our revenue from trading of construction machinery
by product type during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$’000 % HK$’000 % HK3$000 %  HK$’000 % HK3$000 %
(Unaudited)
Trading of foundation
machinery 17,484 21.5 73,609 47.6 62,261 45.4 29,402 48.1 20,732 63.6
Trading of drilling
accessories 56,066 68.9 72,883 47.1 64,696 47.2 27,684 45.3 11,862 36.4
Others 7,797 9.6 8,239 5.3 10,171 7.4 4,054 6.6 — —
- Trading of power and
energy machinery 7,570 9.3 6,682 4.3 9,283 6.8 4,046 6.6 — —
- Miscellaneous™°'® 227 0.3 1,557 1.0 888 0.6 8 0.0 — —

81,347  100.0 154,731 100.0 137,128  100.0 61,140  100.0 32,594 100.0

Note: This category includes revenue from handling charges and miscellaneous services related to trading of construction

machinery.
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Our revenue from trading of foundation machinery were approximately HK$17.5 million,
HK$73.6 million, HK$62.3 million, HK$29.4 million and HK$20.7 million for the three years ended
31 March 2016 and the four months ended 31 July 2015 and 2016 respectively, representing
approximately 21.5%, 47.6%, 45.4%, 48.1% and 63.6% of our revenue in the trading sector
respectively.

Our revenue from trading of drilling accessories were approximately HK$56.1 million, HK$72.9
million, HK$64.7 million, HK$27.7 million and HK$11.9 million for the three years ended 31 March
2016 and the four months ended 31 July 2015 and 2016 respectively, representing approximately
68.9%, 47.1%, 47.2%, 45.3% and 36.4% of our revenue in the trading sector respectively.

Our revenue from other services such as trading of power and energy machinery and handling
charges and miscellaneous services related to trading of construction machinery were approximately
HK$7.8 million, HK$8.2 million, HK$10.2 million, HK$4.1 million and nil for the three years ended
31 March 2016 and the four months ended 31 July 2015 and 2016 respectively, representing

approximately 9.6%, 5.3%, 7.4%, 6.6% and nil of our revenue in the trading sector respectively.

(IT) Leasing of construction machinery

Our revenue generated from the leasing of construction machinery amounted to approximately
HK$31.5 million, HK$52.8 million, HK$67.0 million, HK$20.2 million and HK$23.4 million for the
three years ended 31 March 2016 and the four months ended 31 July 2015 and 2016 respectively. The
following table sets forth the breakdown of our revenue from leasing of construction machinery by
machinery type during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$’000 % HK$’000 % HKS$’000 %  HK$'000 % HKS$’000 %
(Unaudited)

Leasing of construction

machinery 30,931 98.2 52,060 98.6 65,043 97.1 19,711 97.7 22,646 96.8
- Power generator 24,158 76.7 33,189 62.9 43,635 65.1 14,062 69.7 16,024 68.5
- Air compressor 2,587 8.2 10,939 20.7 11,100 16.6 3,228 16.0 3,062 13.0
- Foundation machinery 3,872 12.3 7,626 14.4 7,829 11.7 2,039 10.1 2,566 11.0
- Others 314 1.0 306 0.6 2,479 3.7 382 1.9 994 4.3
Other related services™N°'® 556 1.8 743 1.4 1,950 2.9 459 2.3 759 3.2

31,487  100.0 52,803 100.0 66,993 100.0 20,170 100.0 23,405 100.0

Note: This category mainly includes revenue from repairing charges and services related to leasing of construction machinery.
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Our revenue generated from leasing of power generator were approximately HK$24.2 million,
HK$33.2 million, HK$43.6 million, HK$14.1 million and HK$16.0 million for the three years ended
31 March 2016 and the four months ended 31 July 2015 and 2016 respectively, representing
approximately 76.7%, 62.9%, 65.1%, 69.7% and 68.5% of our revenue in the leasing sector
respectively.

Our revenue generated from leasing of air compressor were approximately HK$2.6 million,
HK$10.9 million, HK$11.1 million, HK$3.2 million and HK$3.1 million for the three years ended 31
March 2016 and the four months ended 31 July 2015 and 2016 respectively, representing
approximately 8.2%, 20.7%, 16.6%, 16.0% and 13.0% of our revenue in the leasing sector
respectively.

Our revenue from leasing of foundation machinery amounted to approximately HK$3.9 million,
HK$7.6 million, HK$7.8 million, HK$2.0 million and HK$2.6 million for the three years ended 31
March 2016 and the four months ended 31 July 2015 and 2016 respectively, representing
approximately 12.3%, 14.4%, 11.7%, 10.1% and 11.0% of our revenue in the leasing sector
respectively.

Our revenue from the leasing of other construction machineries amounted to approximately
HK$0.3 million, HK$0.3 million, HK$2.5 million, HK$0.4 million and HK$1.0 million for the three
years ended 31 March 2016 and the four months ended 31 July 2015 and 2016 respectively,
representing approximately 1.0%, 0.6%, 3.7%, 1.9% and 4.3% of our revenue in the leasing sector
respectively.

Our revenue from other leasing related services such as repairing charges were approximately
HK$0.6 million, HK$0.7 million, HK$2.0 million, HK$0.5 million and HK$0.8 million for the three
years ended 31 March 2016 and the four months ended 31 July 2015 and 2016 respectively,
representing approximately 1.8%, 1.4%, 2.9%, 2.3% and 3.2% of our revenue in the leasing sector
respectively.

The following table sets forth the breakdown of our revenue from leasing of construction
machinery by machinery type during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$’000 % HK$’000 % HK$000 %  HK$’000 % HK$000 %
(Unaudited)

Owned fleet and other
related services™No'® 31,487 100.0 52,066 98.6 57,362 85.6 17,691 87.7 21,169 90.4

Rented fleet — — 737 1.4 9,631 14.4 2,479 12.3 2,236 9.6

31,487  100.0 52,803 100.0 66,993 100.0 20,170 100.0 23,405 100.0

Note: Other related services mainly includes revenue from repairing charges and services related to leasing of construction

machinery.
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(ITIT) Transportation services

Our revenue from the transportation services were approximately HK$1.3 million, HK$16,000
and HK$2.5 million for the year ended 31 March 2016 and the four months ended 31 July 2015 and
2016 respectively. The following table sets forth our revenue from transportation services during the
Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$’000 % HK$’000 % HK$000 %  HK$’000 % HK3$ 000 %
(Unaudited)

Transportation services ™' — — — — 1,318  100.0 16 100.0 2,485  100.0

Note: Our transportation services commenced in July 2015.

Cost of sales and services

Our cost of sales and services amounted to approximately HK$85.6 million, HK$154.2 million,
HK$147.5 million, HK$62.2 million and HK$39.8 million for the three years ended 31 March 2016
and the four months ended 31 July 2015 and 2016 respectively. The following table sets forth below
are the details of our Group’s cost of sales and services by business segments during the Track Record

Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$°000 % HK$’000 % HKS$’000 %  HK$'000 % HKS$’000 %
(Unaudited)

Trading of construction

machinery 67,305 78.7 127,633 82.8 109,734 74.4 50,845 81.8 24,564 61.8
Leasing of construction

machinery 18,269 21.3 26,519 17.2 35,560 24.1 11,188 18.0 12,598 31.7
Transportation services N°'®) — — — — 2,183 1.5 158 0.2 2,595 6.5

85,574  100.0 154,152 100.0 147,477  100.0 62,191 100.0 39,757 100.0

Note: Our transportation services commenced in July 2015.

(I) Trading of construction machinery

Our Group’s cost of sales and services, incurred from trading of construction machinery during
the Track Record Period, primarily consists of the cost of machinery and spare parts which mainly
represents our cost of purchase of construction machinery for trading. Our Group’s cost of sales and
services incurred from trading of construction machinery were approximately HK$67.3 million,
HK$127.6 million, HK$109.7 million, HK$50.8 million and HK$24.6 million for the three years ended
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31 March 2016 and the four months ended 31 July 2015 and 2016 respectively. The following table
sets forth below illustrates our Group’s cost of sales and services during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$’000 % HK$’000 % HK$’000 %  HK$’000 % HK$000 %
(Unaudited)
Cost of machinery and spare
parts 64,579 95.9 123,581 96.8 107,728 98.2 49,785 97.9 24,092 98.1
Sales commission expenses 1,729 2.6 1,952 1.5 — — — — — —
Freight charges 515 0.8 615 0.5 912 0.8 570 1.1 371 1.5
Others™°'® 482 0.7 1,485 1.2 1,094 1.0 490 1.0 101 0.4

67,305 100.0 127,633 100.0 109,734  100.0 50,845 100.0 24,564  100.0

Note: This category mainly includes declaration charges, packing charges, transportation charges, storage charges and

insurance charges.

The table below sets out the respective cost of sales and services, incurred from trading of
construction machinery, by product type during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$’000 % HK$’000 % HK3$000 %  HK$’000 % HK$’000 %
(Unaudited)
Trading of foundation
machinery 14,945 22.2 61,248 48.0 54,677 49.8 27,336 53.7 16,580 67.5
Trading of drilling
accessories 44,190 65.7 58,918 46.2 47,427 43.2 21,129 41.6 7,797 31.7
Others (V') 8,170 12.1 7,467 5.8 7,630 7.0 2,380 4.7 187 0.8

67,305 100.0 127,633 100.0 109,734 100.0 50,845 100.0 24,564  100.0

Note: Others comprises power and energy machinery and miscellaneous items.

(IT) Leasing of construction machinery

Our Group’s cost of sales and services derived from leasing of construction machinery during the
Track Record Period primarily consists of (i) depreciation which represents the depreciation expenses
for the construction machinery leased; (ii) sub-leasing expenses which represents the leasing expenses
paid to third parties construction companies for their construction machineries leased to us for our
sub-leasing purposes; (iii) staff costs which mainly represents the staff costs paid to our technical staff
who would perform regular check and technical supports for the machinery leased; and (iv) cost of
spare parts and consumables which represents our cost paid to our suppliers for the purchase of spare
parts and consumables for the operation of the machineries. Our Group’s cost of sales and services
derived from leasing of construction machinery were approximately HK$18.3 million, HK$26.5
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million, HK$35.6 million, HK$11.2 million and HK$12.6 million for the three years ended 31 March
2016 and the four months ended 31 July 2015 and 2016 respectively. The following table sets forth
the details of our Group’s cost of sales and services of leasing of construction machinery during the
Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$’000 % HK$’000 % HK$ 000 %  HK$’000 % HK3$000 %
(Unaudited)
Depreciation 12,407 67.9 17,906 67.5 18,781 52.9 6,412 57.3 7,009 55.6
Leasing expense of

machinery and equipment 43 0.2 692 2.6 7,875 22.1 2,027 18.1 1,906 15.1

Staff costs 2,314 12.7 3,499 13.2 3,661 10.3 1,136 10.2 1,623 12.9
Cost of spare parts and

consumables 1,839 10.1 2,130 8.0 3,093 8.7 810 7.2 752 6.0

Others™N°t® 1,666 9.1 2,292 8.7 2,150 6.0 803 7.2 1,308 10.4

18,269 100.0 26,519 100.0 35,560  100.0 11,188 100.0 12,598 100.0

Note: Other mainly includes transportation charges, storage charges and insurance charges.

The following table sets forth the details of the cost of sales and services of leasing of

construction machinery by owned fleet and rented fleet during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$°000 % HKS$’000 % HK$’000 %  HK$'000 % HKS$’000 %
(Unaudited)

Owned fleet and other

related services 18,269  100.0 25,827 97.4 27,685 71.9 9,161 81.9 10,692 84.9
Rented fleet — — 692 2.6 7,875 22.1 2,027 18.1 1,906 15.1
18,269  100.0 26,519  100.0 35,560  100.0 11,188  100.0 12,598  100.0
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Breakeven analysis for the rental of construction machinery

During the Track Record Period, the fixed cost for the construction machinery rental business
includes depreciation expense, insurance charges and staff costs; while the variable cost for the
construction machinery rental business includes sub-lease expenses, repair and maintenance, delivery
expenses and fuel and oil. The following table sets forth the details of cost of sales and services by
fixed and variable cost during Track Record Period:

For the four
months ended

For the year ended 31 March 31 July
2014 2015 2016 2016
HK$’000 % HK$’000 % HK$’000 %  HK$’000 %
Fixed cost 14,611 80.0 21,587 81.4 22,670 63.8 8,678 68.9
Variable cost 3,658 20.0 4,932 18.6 12,890 36.2 3,920 31.1

18,269 100.0 26,519 100.0 35,560 100.0 12,598  100.0

For illustration purpose, the table below sets out the breakeven utilisation rates of our
construction machineries and vehicles in the rental fleet during the Track Record Period:

For the four

months
ended
For the year ended 31 March 31 July
2014 2015 2016 2016
Breakeven utilisation rate
of the rental fleet (%) N°* 48.9% 41.4% 37.2% 37.3%

Note: The breakeven utilisation rate of each period of the Track Record Period is calculated based on the actual

utilisation rate, revenue, fixed cost and variable cost of the respective period with the following formula:

Fixed cost

Breakeven utilisation rate = Actual utilisation rate x
(Revenue — Variable cost)

At the breakeven utilisation rate, the gross profit of rental of construction machinery of the respective period
would be zero. The calculation of the breakeven utilisation rate is based on the following assumptions:

(a) The revenue and variable cost of the respective period were positively correlated with the utilisation rate

of the corresponding period;

(b)  The same utilisation rate was applied to all of our construction machinery in the rental fleet of the
respective period; and

(c) The proportion of fixed cost and variable cost was the same across all construction machineries in the

respective period.
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(ITIT) Transportation services

Our transportation services, which commenced in July 2015, incurred cost of sales and services
of approximately HK$2.2 million, HK$0.2 million and HK$2.6 million for the year ended 31 March
2016 and the four months ended 31 July 2015 and 2016 respectively. The cost of sales and services,
amounted from transportation services, primarily consists of (i) staff costs which mainly represent the
staff costs of crane lorries drivers for our transportation services; and (ii) depreciation charges which
represent the depreciation of our transportation fleet used in our transportation services. The following
table illustrates the cost of sales and services amounted from the transportation services of our Group

during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
HK$’000 % HK$’000 % HK$ 000 %  HK$'000 % HK$ 000 %

(Unaudited)

Staff costs — — — — 1,143 52.4 57 36.1 800 30.8
Depreciation charges — — — — 851 39.0 59 37.3 609 23.5
Others™ete D — — — — 189 8.6 42 26.6 1,186 45.7

— — — — 2,183 100.0 158 100.0 2,595 100.0

Note: Our transportation services commenced in July 2015.

Note 1: Others mainly include operating costs incurred for fuel, parking, autotoll, insurance, license and repair and

maintenance.

Utilisation rate of transportation fleet categorised by lifting capacity

For the four
months ended

For the year ended 31 March 31 July
2014 2015 2016 2016

Lifting Capacity
- 17 tonnes N/A N/A 64.0% 67.4%
- 30 tonnes N/A N/A 70.3% 76.0%
Overall N/A N/A 67.8% 71.9 %

Note: Our transportation services commenced in July 2015.
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Breakeven analysis for the transportation service

During the Track Record Period, the fixed cost for the transportation service includes
depreciation expense and staff costs; while the variable cost for the construction machinery rental
business includes fuel, parking, autotoll, insurance, license and repair and maintenance. The following
table sets forth the details of cost of sales and services by fixed and variable cost during Track Record
Period:

For the four
months ended

For the year ended 31 March 31 July

2014 2015 2016 2016
HK$’000 % HK$’000 % HK$’000 % HK$’000 %
Fixed cost — — — — 1,995 91.4 1,409 54.3
Variable cost — — — — 188 8.6 1,186 45.7

_ — — — 2,183 100.0 2,595 100.0

Note: Our transportation services commenced in July 2015.

For illustration purpose, the table below sets out the breakeven utilisation rates of our vehicles
in the transportation fleet during the Track Record Period:

For the four

For the year ended months ended
31 March 31 July
2014 2015 2016 2016
Breakeven utilisation rate
of the transportation fleet (%) Vo'’ N/A N/A 119.7%MNee2) 7929
Note:
1. The breakeven utilisation rate of each period of the Track Record Period is calculated based on the actual

utilisation rate, revenue, fixed cost and variable cost of the respective period with the following formula:

Fixed cost

Breakeven utilisation rate = Actual utilisation rate x
(Revenue — Variable cost)

At the breakeven utilisation rate, the gross profit of transportation service of the respective period would be zero.
The calculation of the breakeven utilisation rate is based on the following assumptions:

(a) The revenue and variable cost of the respective period were positively correlated with the utilisation rate
of the corresponding period;

(b)  The same utilisation rate was applied to all of our transportation fleet of the respective period; and
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(c) The proportion of fixed cost and variable cost was the same across all the vehicles in the transportation fleet

in the respective period.

2. As confirmed by our Directors, the high breakeven utilisation rate of the transportation fleet for the year ended
31 March 2016 was mainly due to (i) recruitment of certain transportation staff during the first half of the year
ended 31 March 2016 to prepare for the commencement of transportation service which lead to higher fixed costs,
and the impact of such additional costs was relatively significant due to the lower revenue level the business was
still in early stage; and (ii) service charge borne by us for transportation services provided in certain occasions
for the purpose of introducing and promoting our transportation service to our customers in the early stage of

business.

Gross profit and gross profit margin

Our gross profit were approximately HK$27.3 million, HK$53.4 million, HK$58.0 million,
HK$19.1 million and HK$18.7 million, representing gross profit margin of approximately 24.2%,
25.7%, 28.2%, 23.5% and 32.0% for the three years ended 31 March 2016 and the four months ended
31 July 2015 and 2016 respectively. The following table sets forth below are the details of our Group’s

gross profit and gross profit margin by business segments during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016

Gross Gross Gross Gross Gross

Gross  profit Gross  profit Gross  profit Gross  profit Gross  profit

profit  margin profit  margin profit  margin profit  margin profit  margin

HK$’000 % HK$’000 % HK$’000 %  HK$’000 % HK$’000 %

(Unaudited)

Trading of construction

machinery 14,042 17.3 27,098 17.5 27,394 20.0 10,295 16.8 8,030 24.6
Leasing of construction

machinery 13,218 42.0 26,284 49.8 31,433 46.9 8,982 44.5 10,807 46.2

Transportation services™°'® — — — — (865)  (65.6) (142) (887.5) (110) (4.4)

27,260 24.2 53,382 25.7 57,962 28.2 19,135 23.5 18,727 32.0

Note: Our transportation services commenced in July 2015.
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(I) Trading of construction machinery

The table below sets out the respective gross profit and gross profit margin by product type

during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
Gross Gross Gross Gross Gross
Gross  profit Gross  profit Gross  profit Gross  profit Gross  profit
profit  margin profit  margin profit  margin profit  margin profit  margin
HK$’000 % HKS$’000 % HK$'000 %  HK$'000 % HK$'000 %
(Unaudited)
Trading of foundation
machinery 2,539 14.5 12,361 16.8 7,584 12.2 2,066 7.0 4,152 20.0
Trading of drilling
accessories 11,876 21.2 13,965 19.2 17,269 26.7 6,555 23.7 4,065 34.3
Others ot (373) (4.8) 772 9.4 2,541 25.0 1,674 41.3 (187) N/A
14,042 17.3 27,098 17.5 27,394 20.0 10,295 16.8 8,030 24.6

Note: Others comprises power and energy machinery and miscellaneous items.

Our Group’s gross profit generated from trading of construction machinery were approximately
HK$14.0 million, HK$27.1 million, HK$27.4 million, HK$10.3 million and HK$8.0 million for the
three years ended 31 March 2016 and the four months ended 31 July 2015 and 2016 respectively. The
corresponding gross profit margin were approximately 17.3%, 17.5%, 20.0%, 16.8% and 24.6% for the
three years ended 31 March 2016 and the four months ended 31 July 2015 and 2016, respectively.

(IT) Leasing of construction machinery

The table below sets forth the details of gross profit and gross profit margin generated by leasing
of construction machinery during the Track Record Period:

For the year ended 31 March For the four months ended 31 July
2014 2015 2016 2015 2016
Gross Gross Gross Gross Gross
Gross  profit Gross  profit Gross  profit Gross  profit Gross  profit
profit  margin profit  margin profit  margin profit  margin profit  margin
HK$°000 % HK$'000 % HK$'000 %  HK$'000 % HK$'000 %
(Unaudited)
Owned fleet and other
related services 13,218 42.0 26,239 50.4 29,677 51.7 8,530 48.2 10,477 49.5
Rented fleet — — 45 6.1 1,756 18.2 452 18.2 330 14.8
13,218 42.0 26,284 49.8 31,433 46.9 8,982 44.5 10,807 46.2
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The gross profit generated from leasing of construction machinery were approximately HK$13.2
million, HK$26.3 million, HK$31.4 million, HK$9.0 million and HK$10.8 million for the three years
ended 31 March 2016 and the four months ended 31 July 2015 and 2016 respectively. The
corresponding gross profit margin were approximately 42.0%, 49.8%, 46.9%, 44.5% and 46.2% for the
three years ended 31 March 2016 and the four months ended 31 July 2015 and 2016, respectively.

For our transportation services, our service only commenced in July 2015 and we recorded a
gross loss of approximately HK$0.9 million, HK$0.1 million and HK$0.1 million, with a gross loss
margin of approximately 65.6%, 887.5% and 4.4% for the year ended 31 March 2016 and the four
months ended 31 July 2015 and 2016 respectively.

Other income and gains

Our other income and gains mainly consists of (i) gain/(loss) on derivative financial instruments
which represents the realised and unrealised gain/(loss) on the forward exchange contracts our Group
entered into during the Track Record period; (ii) gain/(loss) on foreign exchange which represents the
gain/(loss) on the difference of exchange rates between Hong Kong dollars and foreign currencies; and
(iii) gain/(loss) on disposal of machinery and equipment which represents the gain/(loss) on the
disposal of machinery and equipment between its net book value and sales proceeds. The following
table sets forth are the details of our Group’s other income and gains during the Track Record Period:

Four months ended

For the year ended 31 March 31 July
2014 2015 2016 2015 2016
HK$°000 HK$’000 HK$°000 HK$’000 HK$°000
(Unaudited)
Management fee income 444 444 — — —
Gain/(loss) on derivative
financial instruments 2 (2,703) (407) (267) —
Net foreign exchange
gain/(loss) 123 1,793 47) 571 (736)
(Loss)/gain on disposal of
machinery and equipment (575) (2,845) 328 (2,291) (238)
Others o) 77 127 64 7 101
71 (3,184) (62) (1,980) (873)

Note: This category includes sundry income and insurance claim.
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Selling expenses

Our selling expenses comprises expenses in salary and staff benefit payable to all our sales
representatives. The following table sets forth the figures of our selling expenses during the Track
Record Period:

For the four months

For the year ended 31 March ended 31 July
2014 2015 2016 2015 2016
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Unaudited)
Salary expenses and staff
benefits 3,466 3,319 3,453 1,084 851

Administrative expenses

Our administrative expenses mainly consists of (i) salary expenses and staff benefit which
mainly represents the expenses in salary and staff benefit payable to our administrative department
including our Directors; (ii) listing expenses; (iii) professional fees such as legal consultancy fees;
(iv) entertainment expenses; (v) motor expenses which mainly represents the petrol fee, toll fees, daily
maintenance fee and license fee for our motor vehicles; and (vi) the depreciation which mainly
represents the depreciation expenses for our office equipment. The following table sets forth the
breakdown of our administrative expenses during the Track Record Period:

For the four months

For the year ended 31 March ended 31 July
2014 2015 2016 2015 2016
HK$°000 HK$’000 HK$°000 HK3$’000 HK$°000

(Unaudited)
Listing expenses — — 2,108 — 5,023
Salary expenses and staff

benefits 1,860 2,786 2,054 696 1,691
Audit fees 218 263 1,000 333 333
Office expenses 341 266 334 150 320
Depreciation 790 1,373 1,095 423 303
Motor expenses 847 997 1,383 360 289
Travelling expenses 1,822 1,410 836 397 264
Bank charges 118 284 285 68 221
Entertainment 1,165 1,138 1,418 319 113
Professional fees 146 1,107 1,499 275 92
Repairs and maintenance 374 540 850 148 11
Others ™o 593 890 966 602 276
8,274 11,054 13,828 3,771 8,936

Note: This category mainly includes business registration charges and sundry expenses.
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Net finance costs

Our finance income and costs mainly consists of income on finance lease receivables, interest
expenses on bank loans and obligations under finance leases. The following table sets forth are the
details of our Group’s finance costs during the Track Record Period:

For the four
months ended

For the year ended 31 March 31 July
2014 2015 2016 2015 2016
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Unaudited)
Finance income
- Finance income on finance
lease receivables 26 85 208 1 89
- Interest income on bank
deposits — 30 21 1 1
26 115 229 2 90
Finance costs
- Interest expense on bank loans (493) (640) (708) (227) (205)
- Interest expense on obligations
under finance leases — — (219) (13) (255)
(493) (640) (927) (240) (460)
Net finance costs (467) (525) (698) (238) (370)

Our finance income were approximately HK$26,000, HK$0.1 million, HK$0.2 million,
HK$2,000 and HK$0.1 million for the three years ended 31 March 2016 and the four months ended
31 July 2015 and 2016 respectively.

Our finance costs were approximately HK$0.5 million, HK$0.6 million, HK$0.9 million, HK$0.2
million and HK$0.5 million for the three years ended 31 March 2016 and the four months ended 31
July 2015 and 2016 respectively.

Income tax expenses
Hong Kong

Our operations in Hong Kong are subject to a profits tax rate of 16.5% on estimated assessable
profits arising in Hong Kong. For more details, please see note 10 to the Accountant’s Report set out
in Appendix I to this prospectus. Our effective tax rates for operations in Hong Kong were
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approximately 16.9%, 16.6%, 17.4%, 16.5% and 27.5% for the three years ended 31 March 2016 and
the four months ended 31 July 2015 and 2016 respectively. The effective tax rate for the year ended
31 March 2016 and the four months ended 31 July 2016 was considerably higher than 16.5% which

was primarily due to the non-deductible expenses arising from our listing expenses.

Cayman Islands

We are not subject to Cayman Islands profit tax as we had no assessable income arising in or

derived from the Cayman Islands during the Track Record Period.

During the Track Record Period and up to the Latest Practicable Date, as confirmed by our
Directors, we had paid all relevant taxes applicable to us and did not have any dispute or issue with
tax authorities which have had a material impact on our business, financial conditions or result of

operations.

Net profit and net profit margin

Our Group’s net profit were approximately HK$12.6 million, HK$29.4 million, HK$33.0
million, HK$10.1 million and HK$5.6 million for the three years ended 31 March 2016 and the four
months ended 31 July 2015 and 2016 respectively, which represented net profit margins of
approximately 11.1%, 14.2%, 16.1%, 12.4% and 9.5%, respectively.

Our Group had non-recurring listing expenses incurred during the year ended 31 March 2016 and
the four months ended 31 July 2016. The adjusted net profit and net profit margins for the year ended
31 March 2016 and the four months ended 31 July 2016, excluding the non-recurring listing expenses,
were approximately HK$35.1 million, 17.1%, HK$10.6 million and 18.1% respectively.

PERIOD-TO-PERIOD COMPARISON OF RESULTS OF OPERATIONS

Four months ended 31 July 2016 compared to four months ended 31 July 2015

Revenue

Our Group’s revenue decreased by approximately HK$22.8 million, or approximately 28.1%,
from approximately HK$81.3 million for the four months ended 31 July 2015 to approximately
HK$58.5 million for the four months ended 31 July 2016. It was mainly due to the drop in trading of
construction machinery of approximately HK$28.5 million, which was in line with the current market
demand of partly shifting from trading of construction machinery to leasing of construction machinery
as illustrated in the F&S Report, and was partially offset by the growth in leasing of construction

machinery of approximately HK$3.2 million simultaneously.

— 168 —



FINANCIAL INFORMATION

(I)  Trading of construction machinery

Our Group’s revenue generated from trading of construction machinery recorded a decrease of
approximately HK$28.5 million, or approximately 46.7%, from approximately HK$61.1 million for
the four months ended 31 July 2015 to approximately HK$32.6 million for the four months ended 31
July 2016 and it was mainly due to the decline of sales in drilling accessories by approximately
HK$15.8 million, mostly of DTH accessories.

(IT) Leasing of construction machinery

Our Group’s revenue generated from leasing of construction machinery recorded an increase of
approximately HK$3.2 million, or approximately 16.0%, from approximately HK$20.2 million for the
four months ended 31 July 2015 to approximately HK$23.4 million for the four months ended 31 July
2016. Such increase was mainly attributable to the increase in number of power generators in our
leasing fleet from 491 as at 31 March 2015 to 555 as at 31 March 2016; and further to 583 as at 31
July 2016. The increase in our Group’s machinery under lease capacity enabled us to derive a higher

lease rental income.

(IIT) Transportation services

Our Group’s revenue generated from transportation services increased significantly from
approximately HK$16,000 for the four months ended 31 July 2015 to approximately HK$2.5 million
for the four months ended 31 July 2016, as the transportation business was still in early stage during
the four months ended 31 July 2015 and hence the related revenue increased by a significant margin
as this business segment develops.

Cost of sales and services

(I)  Trading of construction machinery

The cost of sales and services derived from trading of construction machinery decreased by
approximately HK$26.3 million, or approximately 51.7%, from approximately HK$50.8 million for
the four months ended 31 July 2015 to approximately HK$24.6 million for the four months ended 31
July 2016. The decrease in the said cost was in line with the decrease in revenue incurred from trading

of construction machinery.

(IT) Leasing of construction machinery

The cost of sales and services derived from leasing of construction machinery increased by
approximately HK$1.4 million, or approximately 12.6%, from approximately HK$11.2 million for the
four months ended 31 July 2015 to approximately HK$12.6 million for the four months ended 31 July
2016. Such increase was mainly attributable to (i) the increase in staff cost due to the increase in
number of staff for leasing of construction machinery business in line with our business growth; and
(i1) the increased depreciation cost due to newly purchased leasing machinery.
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(IIT) Transportation services

The cost of sales and services of transportation services increased from approximately
HK$158,000 for the four months ended 31 July 2015 to approximately HK$2.6 million for the four
months ended 31 July 2016, as the service was still in the early stage during the four months ended
31 July 2015, with significantly lower cost incurred due to low level of service activities.

Gross profit and gross profit margin

Our overall gross profit remained stable at approximately HK$19.1 million and HK$18.7 million
for the four months ended 31 July 2015 and 2016 respectively.

Our overall gross profit margin increased by 8.5 percentage point from approximately 23.5% for
the four months ended 31 July 2015 to approximately 32.0% for the four months ended 31 July 2016
mainly attributable to (i) the increased gross profit contribution from our leasing business, which had
a higher gross profit margin as compared to our trading business as set out below; and (ii) the
improvement on the gross profit margin from our trading business as set out below, for the four months
ended 31 July 2016.

(I)  Trading of construction machinery

The gross profit generated from trading of construction machinery decreased by approximately
HK$2.3 million, or approximately 22.0%, from approximately HK$10.3 million for the four months
ended 31 July 2015 to approximately HK$8.0 million for the four months ended 31 July 2016, which
was due to the previously mentioned market demand shift as illustrated in the F&S report.

The corresponding gross profit margin increased by approximately 7.8 percentage point from
approximately 16.8% for the four months ended 31 July 2015 to approximately 24.6% for the four
months ended 31 July 2016. The increase was mainly due to the increased sales portion of certain DTH
accessories and drilling rigs which have a higher gross profit margin than other products, which then
generated a higher gross profit margin for the four months ended 31 July 2016.

(IT) Leasing of construction machinery

The gross profit generated from leasing of construction machinery increased by approximately
HK$1.8 million, or approximately 20.3%, from approximately HK$9.0 million for the four months
ended 31 July 2015 to approximately HK$10.8 million for the four months ended 31 July 2016, which
was due to the continual expansion of our Group’s machinery fleet under lease with a net addition
during the four months ended 31 July 2016 of 28 units of machinery under lease, including principally
of power generators with QPME label. With the enlarged base of machinery available for leasing, our
Group was able to derive a higher gross profit amounts from leasing activities.

The corresponding gross profit margin increased by approximately 1.7 percentage point from
approximately 44.5% for the four months ended 31 July 2015 to approximately 46.2% for the four
months ended 31 July 2016 principally due to the result of general increase in per-unit lease rental rate
charged by the Group for power generators with QPME Labels during the four months ended 31 July
2016 compared to the four months ended 31 July 2015.
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(IIT) Transportation services

The gross loss due to transportation services were approximately HK$142,000 and HK$110,000
for the four months ended 31 July 2015 and 2016 respectively, as the service was commenced only
during the four months ended 31 July 2015 and we were yet to generate sufficient revenue from our
transportation services to cover the overhead costs. The corresponding gross loss margins were
approximately 887.5% and 4.4% for the four months ended 31 July 2015 and 2016, respectively, with
the gross loss margin for the four months ended 31 July 2015 being significantly higher as only
approximately HK$16,000 of revenue was generated from transportation service for the concerned
period due to low level of service activities at the early stage of business.

Other income and gains

Our Group’s loss on other income and gains decreased by approximately HK$1.1 million, or
approximately 55.9%, from approximately HK$2.0 million for the four months ended 31 July 2015 to
approximately HK$0.9 million for the four months ended 31 July 2016. The decrease was mainly due
to the decreased loss on disposal of machinery and equipment which was mainly attributable to the
disposal of power and energy equipment, mainly air compressor, during the four months ended 31 July
2015.

Selling expenses

The selling expenses decreased by approximately HK$0.2 million, or approximately 21.5%, from
approximately HK$1.1 million for the four months ended 31 July 2015 to approximately HK$0.9
million for the four months ended 31 July 2016, mainly due to the decrease in staff benefits.

Administrative expenses

The administrative expenses increased by approximately HK$5.2 million, or approximately
137.0%, from approximately HK$3.8 million for the four months ended 31 July 2015 to approximately
HK$8.9 million for the four months ended 31 July 2016. The increased expense was mainly due to the
listing expenses of approximately HK$5.0 million accounted for during the four months ended 31 July
2016.

Finance income

The finance income increased by approximately HK$88,000, or approximately 4,400.0%, from
approximately HK$2,000 for the four months ended 31 July 2015 to approximately HK$90,000 for the
four months ended 31 July 2016, and it was mainly due to the increase in finance lease interest income
from our customers.

Finance costs

The finance costs increased by approximately HK$0.2 million, or approximately 91.7%, from
approximately HK$0.2 million for the year ended 31 July 2015 to approximately HK$0.5 million for
the four months ended 31 July 2016. Such increase was mainly due to the increased finance lease
obligations due to the newly acquired machines and crane lorries through finance lease during the four
months ended 31 July 2016.
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Income tax expense

Our Group’s income tax expenses slightly increased by approximately HK$0.1 million, or
approximately 6.2%, from approximately HK$2.0 million for the four months ended 31 July 2015 to
approximately HK$2.1 million for the four months ended 31 July 2016. Such increase differentiated
with our profit before income tax and was due to the non-deductible expenses arising from our listing

expenses for the four months ended 31 July 2016.

Effective tax rate

Our Group’s effective tax rate increased by 11.0 percentage point from approximately 16.5% for
the year ended 31 July 2015 to approximately 27.5% for the four months ended 31 July 2016, which
was due to non-deductible expenses arising from our listing expenses for the four months ended 31
July 2016.

Net profit and net profit margin

Our Group’s net profit decreased by approximately HK$4.5 million, from approximately
HK$10.1 million for the four months ended 31 July 2015 to approximately HK$5.6 million for the four
months ended 31 July 2016, representing a net profit decline of approximately 44.6%. The net profit
margin were approximately 12.4% and 9.5% for the four months ended 31 July 2015 and 2016
respectively, where the decrease was mainly due to the listing expense of approximately HK$5.0

million incurred during the four months ended 31 July 2016.

The net profit excluding the non-recurring listing expense increased by approximately HK$0.5
million, from approximately HKS$10.1 million for the four months ended 31 July 2015 to
approximately HK$10.6 million for the four months ended 31 July 2016, representing a net profit gain
of approximately 5.3%. The net profit margin excluding the non-recurring listing expense were
approximately 12.4% and 18.1% for the four months ended 31 July 2015 and 2016 respectively,

representing an increase of approximately 5.8 percentage point.

Year ended 31 March 2016 compared to year ended 31 March 2015

Revenue

Our Group’s revenue decreased by approximately HK$2.1 million, or approximately 1.0%, from
approximately HK$207.5 million for the year ended 31 March 2015 to approximately HK$205.4
million for the year ended 31 March 2016. It was mainly attributable to the drop in trading of
construction machinery of approximately HK$17.6 million, which was in line with the current market
demand of partly shifting from trading of construction machinery to leasing of construction machinery
as set out in the section headed “Industry Overview”, and was partially offset by the growth in leasing

of construction machinery of approximately HK$14.2 million during the year.
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(I)  Trading of construction machinery

Our Group’s revenue generated from trading of construction machinery recorded a decrease of
approximately HK$17.6 million, or approximately 11.4%, from approximately HK$154.7 million for
the year ended 31 March 2015 to approximately HK$137.1 million for the year ended 31 March 2016
and it was mainly attributable to the sourcing of a few high value crawler cranes, which is not usually
offered by us, on special request of one of our major customers during the year ended 31 March 2015.
As aresult, we recorded a higher revenue for the year ended 31 March 2015. In addition, as mentioned
above, the decrease is in line with the market demand which was mentioned in the section headed

“Industry Overview”.

(Il) Leasing of construction machinery

Our Group’s revenue generated from leasing of construction machinery recorded an increase of
approximately HK$14.2 million, or approximately 26.9%, from approximately HK$52.8 million for
the year ended 31 March 2015 to approximately HK$67.0 million for the year ended 31 March 2016.
Such increase was mainly due to (i) the increased leasing of power generators attributable to the
increase in number of power generators from 491 as at 31 March 2015 to 555 as at 31 March 2016,
in our leasing fleet, whereas we also had a stable utilisation rate for the year ended 31 March 2016.

(IIT) Transportation services

Our Group’s revenue generated from transportation services amounted to approximately HK$1.3
million for the year ended 31 March 2016, where the service commenced in July 2015.

Cost of sales and services

(I)  Trading of construction machinery

The cost of sales and services derived from trading of construction machinery decreased by
approximately HK$17.9 million, or approximately 14.0%, from approximately HK$127.6 million for
the year ended 31 March 2015 to approximately HK$109.7 million for the year ended 31 March 2016.
The decrease in the said cost was in line with the decrease in revenue generated from trading of
construction machinery.

(IT) Leasing of construction machinery

The cost of sales and services derived from leasing of construction machinery increased by
approximately HK$9.0 million, or approximately 34.1%, from approximately HK$26.5 million for the
year ended 31 March 2015 to approximately HK$35.6 million for the year ended 31 March 2016. Such
increase was mainly attributable to (i) increased cost on the sub-leasing expenses due to insufficient
machinery in our leasing fleet; and (ii) increased depreciation cost due to newly purchased leasing

machinery.
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(IIT) Transportation services

The cost of sales and services of transportation services amounted to approximately HK$2.2

million for the year ended 31 March 2016, where the service commenced in July 2015.

Gross profit and gross profit margin

Our overall gross profit increased by approximately HK$4.6 million, or approximately 8.6%,
from approximately HK$53.4 million for the year ended 31 March 2015 to approximately HK$58.0
million for the year ended 31 March 2016 mainly due to higher gross profit contributed by our leasing

business.

Our overall gross profit margin increased by 2.5 percentage point from approximately 25.7% for
the year ended 31 March 2015 to approximately 28.2% for the year ended 31 March 2016 due to the
increased revenue contribution from our leasing business, which had a higher gross profit margin as
compared to our trading business as set out below, for the year ended 31 March 2016.

(I)  Trading of construction machinery

The gross profit generated from trading of construction machinery remained stable with an
increase of approximately HK$0.3 million, or approximately 1.1%, from approximately HK$27.1
million for the year ended 31 March 2015 to approximately HK$27.4 million for the year ended 31
March 2016.

The corresponding gross profit margin increased by approximately 2.5 percentage point from
approximately 17.5% for the year ended 31 March 2015 to approximately 20.0% for the year ended
31 March 2016. The increase in gross profit margin in the trading business was due to the sale of a

particular model of drilling rigs which we charged a higher gross profit margin.

(IT) Leasing of construction machinery

The gross profit generated from leasing of construction machinery increased by approximately
HKS$5.1 million, or approximately 19.6%, from approximately HK$26.3 million for the year ended 31
March 2015 to approximately HK$31.4 million for the year ended 31 March 2016. The increase was
a combined effect of (i) the continual expansion of our Group’s machinery fleet under lease, including
a net addition of 46 units of machinery under lease, including principally of power generators with
QPME label. With the enlarged base of machinery available for leasing, our Group was able to derive
a higher gross profit amounts from leasing activities; and (ii) the increase in sub-leasing business for
which our Group derived additional revenue of approximately HK$8.9 million for the year ended 31

March 2016, as compared with the preceding year.
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The corresponding gross profit margin decreased by approximately 2.9 percentage point from
approximately 49.8% for the year ended 31 March 2015 to approximately 46.9% for the year ended
31 March 2016. Notwithstanding the expansion of our Group’s owned fleet of construction machinery
under lease, there was an overall decrease in gross profit margin with our Group’s leasing of
construction machinery principally due to the considerable increase in sub-leasing activities, for
which our Group derived additional revenue of approximately HK$8.9 million for the year ended 31
March 2016, as compared with the preceding year. As our Group has a markedly lower gross profit
margin realised with sub-leasing activities owing to sub-leasing expenses paid to the counterpart of
machinery owner, which were included as part of our Group’s cost of sales and services, the
considerable increase in sub-leasing activities has correspondingly resulted in an overall reduced
gross profit margin with our Group’s leasing of construction machinery.

(IIT) Transportation services

The gross loss due to transportation services was approximately HK$0.9 million for the year
ended 31 March 2016, where the service commenced in July 2015. The corresponding gross loss
margin was approximately 65.6% for the year ended 31 March 2016, as we were yet to generate
sufficient from our transportation services to cover the overhead costs at its early stage of business.

Other income and gains

Our Group’s other income and gains increased by approximately HK$3.1 million from a loss of
approximately HK$3.2 million for the year ended 31 March 2015 to a loss of approximately
HK$62,000 for the year ended 31 March 2016. The increase was a combined effect of (i) the decreased
loss on derivative financial instruments; (ii) the loss on foreign exchange incurred in the previous
year; and (iii) the increased gain on disposal of machinery and equipment from a previous loss.

Selling expenses

The selling expenses increased by approximately HK$0.1 million, or approximately 4.0%, from
approximately HK$3.3 million for the year ended 31 March 2015 to approximately HK$3.5 million for
the year ended 31 March 2016, mainly due to increased sales commission paid to our sales
representatives as a result of improved results of mainly operation of our Group during the year.

Administrative expenses

The administrative expenses increased by approximately HK$2.8 million, or approximately
25.1%, from approximately HK$11.1 million for the year ended 31 March 2015 to approximately
HK$13.8 million for the year ended 31 March 2016. The increased expense was mainly due to (i)
increased audit fees; and (ii) listing expense charged to profit or loss of our Group during the year
ended 31 March 2016.

Finance income

The finance income increased by approximately HK$114,000, or approximately 99.1%, from
approximately HK$115,000 for the year ended 31 March 2015 to approximately HK$229,000 for the
year ended 31 March 2016, and it was mainly due to the increase in finance lease interest income from
our customers.

— 175 —



FINANCIAL INFORMATION

Finance costs

The finance costs increased by approximately HK$0.3 million, or approximately 44.8%, from
approximately HK$0.6 million for the year ended 31 March 2015 to approximately HK$0.9 million for
the year ended 31 March 2016. Such increase was mainly due to the increase in bank borrowings
during the year ended 31 March 2016.

Income tax expense

Our Group’s income tax expenses increased by approximately HK$1.1 million, or approximately
18.5%, from approximately HK$5.9 million for the year ended 31 March 2015 to approximately
HK$6.9 million for the year ended 31 March 2016. Such increase was in line with our profit before
income tax and was due to the increase of our gross profit.

Effective tax rate

Our Group’s effective tax rate slightly increased from approximately 16.6% for the year ended
31 March 2015 to approximately 17.4% for the year ended 31 March 2016, which was due to
non-deductible expenses arising from our listing expenses.

Net profit and net profit margin

Our Group’s net profit increased by approximately HK$3.5 million, from approximately
HK$29.4 million for the year ended 31 March 2015 to approximately HK$33.0 million for the year
ended 31 March 2016, representing a net profit growth of approximately 12.0%.

The net profit margin were approximately 14.2% and 16.1% for the two years ended 31 March
2016, where the increase was mainly due to the reasons illustrated above.

Year ended 31 March 2015 compared to year ended 31 March 2014

Revenue

Our Group’s revenue increased by approximately HK$94.7 million, or approximately 83.9%,
from approximately HK$112.8 million for the year ended 31 March 2014 to approximately HK$207.5
million for the year ended 31 March 2015. The growth was mainly attributable to (i) the growth of
approximately HK$73.4 million from the trading of construction machinery segment; and (ii) the
growth of approximately HK$21.3 million from the leasing of construction machinery segment during
the year.

(I)  Trading of construction machinery

Our Group’s revenue generated from trading of construction machinery increased by
approximately HK$73.4 million, or approximately 90.2%, from approximately HK$81.3 million for
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the year ended 31 March 2014 to approximately HK$154.7 million for the year ended 31 March 2015.
Such increase was mainly due to (i) growth in sales of RCD machinery; and (ii) sourcing of a few high
value crawler cranes, which is not usually offered by us, on special request of one of our major
customers during the year ended 31 March 2015 resulting in higher revenue for the year.

(Il) Leasing of construction machinery

Our Group’s revenue generated from leasing of construction machinery increased by
approximately HK$21.3 million, or approximately 67.7%, from approximately HK$31.5 million for
the year ended 31 March 2014 to approximately HK$52.8 million for the year ended 31 March 2015
and the increase was mainly attributable to (i) the increased leasing attributable to the increase in
number of machines from 361 as at 31 March 2014 to 550 as at 31 March 2015, mainly power
generators, in our leasing fleet; (ii) we also had a stable utilisation rate during the year ended 31
March 2015; and (iii) the revenue generated by the 23 newly purchased air compressors for the year
ended 31 March 2015.

Cost of sales and services
(I)  Trading of construction machinery

Our Group’s cost of sales and services derived from trading of construction machinery increased
by approximately HK$60.3 million, or approximately 89.6%, from approximately HK$67.3 million for
the year ended 31 March 2014 to approximately HK$127.6 million for the year ended 31 March 2015.
Such increase was in line with our growth in revenue.
(IT) Leasing of construction machinery

The cost of sales and services derived from leasing of construction machinery increased by
approximately HK$8.3 million, or approximately 45.2%, from approximately HK$18.3 million for the
year ended 31 March 2014 to approximately HK$26.5 million for the year ended 31 March 2015. The
increase was mainly attributable to (i) increased depreciation cost due to newly purchased machinery;
and (ii) increased sub-leasing cost due to the insufficient machinery in our leasing fleet.
Gross profit and gross profit margin

Our overall gross profit increased by approximately HK$26.1 million, or approximately 95.8%,
from approximately HK$27.3 million for the year ended 31 March 2014 to approximately HK$53.4

million for the year ended 31 March 2015 mainly due to our revenue growth during the period.

Our overall gross profit margin remained stable at 24.2% and 25.7% for the two years ended 31
March 2015 respectively.

(I)  Trading of construction machinery

The gross profit generated from trading of construction machinery increased by approximately
HK$13.1 million, or approximately 93.0%, from approximately HK$14.0 million for the year ended
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31 March 2014 to approximately HK$27.1 million for the year ended 31 March 2015. Such growth in
gross profit was mainly contributed from the trading of foundation machinery, including the
previously mentioned growth in sales in RCD machinery and high value crawler cranes on special

request.

The corresponding gross profit margin remained stable at approximately 17.3% and 17.5% for

the two years ended 31 March 2015 respectively.

(IT) Leasing of construction machinery

The gross profit generated from leasing of machinery increased by approximately HK$13.1
million, or approximately 98.9%, from approximately HK$13.2 million for the year ended 31 March
2014 to approximately HK$26.3 million for the year ended 31 March 2015. The growth in gross profit
amount was mainly the result of the expansion of our Group’s machinery fleet under lease with a net
addition of 189 units of machinery under lease for the year ended 31 March 2015, including
principally of power generators with QPME Label. With the enlarged base of machinery available for
leasing, our Group was able to derive a higher gross profit amounts from leasing of power generators
with QPME Label. As the number of units of additions for the year ended 31 March 2015 was
significant and our Group was able to command a higher rate of lease rentals for power generators with
QPME Label, the rate of increase in gross profit amount with our Group’s leasing of construction

machinery is relatively pronounced.

Our Group’s owned fleet of construction machinery under lease consisted mainly of power
generators and, to considerably lesser extent, air compressors. In addition, our Group may lease
machinery from third party construction companies and sub-lease them to customers. Our Group’s
gross profit margin with leasing of construction machinery increased from approximately 42.0% for
the year ended 31 March 2014 to approximately 49.8% for the year ended 31 March 2015. The
foregoing year-to-year and period-to-period increase in gross profit margin was principally the result
of the general increase in per-unit lease rental rate charged by the Group for power generators with
QPME Labels during the year ended 31 March 2015. Our Directors understand that as market
acceptance of the QPME System increased over the years since its implementation, there was an
increasing demand in the market for machinery with QPME Labels in anticipation that certain contract
employers of construction projects in awarding their contracts would accord marginal preference to
machinery with QPME Labels. As such, the Group was able to increase its per-unit rental rate charged
to customers for power generators with QPME Labels.

In spite of the general growth in gross profit margin, our Group’s utilisation rate for its
machinery fleet under lease decreased from approximately 93.2% for the year ended 31 March 2014
to approximately 91.8% for the year ended 31 March 2015 mainly because of the time lag involved
with the interval from the initial inspections of the machinery additions upon receiving deliveries from

the manufacturers to the initiation of first lease transaction with customers.

— 178 —



FINANCIAL INFORMATION

Other income and gains

Our other income and gains dropped by approximately HK$3.3 million, from a gain of
approximately HK$71,000 for the year ended 31 March 2014 to a loss of approximately HK$3.2
million for the year ended 31 March 2015. Such decrease was mainly due to (i) the loss on derivative
financial instrument from a previous gain; and (ii) the increased loss on disposal of machinery and
equipment; and partially offset by the increased gain on net foreign exchange.

Selling expenses

The selling expenses decreased by approximately HK$0.1 million, or approximately 4.2%, from
approximately HK$3.5 million for the year ended 31 March 2014 to approximately HK$3.3 million for
the year ended 31 March 2015, due to more discretionary bonus paid to our sales representatives
during the year ended 31 March 2014.

Administrative expenses

Our administrative expenses increased by approximately HK$2.8 million, or approximately
33.6%, from approximately HK$8.3 million for the year ended 31 March 2014 to approximately
HK$11.1 million for the year ended 31 March 2015. Such increase was mainly due to (i) salary and
staff benefits expenses increase of approximately HK$0.9 million due to the increased number of staff;
and (ii) increase of professional fee of approximately HK$1.0 million.

Finance income

The finance income increased by approximately HK$89,000, or approximately 342.3%, from
approximately HK$26,000 for the year ended 31 March 2014 to approximately HK$0.1 million for the
year ended 31 March 2015, and it was mainly due to finance leases to our customers during the year
ended 31 March 2015.

Finance costs

Our Group’s finance cost increased by approximately HK$0.1 million, or approximately 29.8%,
from approximately HK$0.5 million for the year ended 31 March 2014 to approximately HK$0.6
million for the year ended 31 March 2015. The increased cost was mainly attributable to the increased
interest expense on bank loans of approximately HK$0.1 million due to increased bank borrowing
during the year ended 31 March 2015.

Income tax expense

Our Group’s income tax expenses increased by approximately HK$3.3 million, or approximately
128.5%, from approximately HK$2.6 million for the year ended 31 March 2014 to approximately
HK$5.9 million for the year ended 31 March 2015. Such increase was in line with our profit before
income tax and was due to the increase of our gross profit.
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Effective tax rate

Our Group’s effective tax rate decreased slightly from approximately 16.9% for the year ended
31 March 2014 to approximately 16.6% for the year ended 31 March 2015.

Net profit and net profit margin

Our Group’s net profit increased by approximately HK$16.9 million, from approximately
HK$12.6 million for the year ended 31 March 2014 to approximately HK$29.4 million for the year
ended 31 March 2015, representing a net profit growth of approximately 134.4%.

The net profit margin were approximately 11.1% and 14.2% for the two years ended 31 March
2015, where the increase was mainly due to the reasons illustrated above.

CASH FLOWS

The following tables sets forth a summary of our cash flows during Track Record Period:

For the four

For the year ended months ended
31 March 31 July
2014 2015 2016 2015 2016
HK$’000 HK$’000 HK$’000 HK$'000 HK$ 000
(Unaudited)
Net cash generated from/(used in)
operating activities 27,265 64,211 31,336 (26,539) 38,879
Net cash (used in)/generated from
investing activities (24,848) (57,631) (17,480) 4,974 (18,191)
Net cash (used in)/generated from
financing activities (3,531) 17,471 (2,727) 14,511 (13,788)
Net (decrease)/increase in cash and
cash equivalents (1,114) 24,051 11,129 (7,054) 6,900
Cash and cash equivalents at
beginning of the year/period 3,354 2,240 26,291 26,291 37,420
Cash and cash equivalents at end
of the year/period 2,240 26,291 37,420 19,237 44,320

Operating cash flows before movements in working capital

During the Track Record Period, our operating cash flows before movements in working capital
represented profit before taxation for the year, adjustment for depreciation of machinery and
equipment, loss/(gain) on disposal of machinery and equipment, finance income and finance costs.
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For the year ended 31 March 2016, we had cash flows before movements in working capital of
approximately HK$61.0 million. Such amount was mainly derived from our profit before taxation of
approximately HK$39.9 million, positively adjusted for (i) depreciation of approximately HK$20.7
million; and (ii) the finance costs of approximately HK$0.9 million; and negatively adjusted for the

gain on disposal of machinery and equipment of approximately HK$0.3 million.

For the year ended 31 March 2015, we had cash flows before movements in working capital of
approximately HK$57.9 million. Such amount was mainly derived from our profit before taxation of
approximately HK$35.3 million, positively adjusted for (i) depreciation of approximately HK$19.3
million; (ii) the loss on disposal of machinery and equipment of approximately HK$2.8 million; and
(iii) the finance costs of approximately HK$0.6 million.

For the year ended 31 March 2014, we had cash flows before movements in working capital of
approximately HK$29.4 million. Such amount was mainly derived from our profit before taxation of
approximately HK$15.1 million, positively adjusted for (i) depreciation of approximately HK$13.2
million; (ii) the loss on disposal of machinery and equipment of approximately HK$0.6 million; and

(iii) the finance costs of approximately HK$0.5 million.

For the four months ended 31 July 2016, we had cash flows before movements in working capital
of approximately HK$16.2 million. Such amount was mainly derived from our profit before taxation
of approximately HK$7.7 million, positively adjusted for (i) depreciation of approximately HK$7.9

million; and (ii) the finance costs of approximately HK$0.5 million.

For the four months ended 31 July 2015, we had cash flows before movements in working capital
of approximately HK$21.5 million. Such amount was mainly derived from our profit before taxation
of approximately HK$12.1 million, positively adjusted for (i) depreciation of approximately HK$6.9
million; and (ii) the loss on disposal of machinery and equipment of approximately HK$2.3 million.

Cash flow generated from operating activities

Our cash outflow from operating activities is principally for purchase of construction machinery

and parts for trading purpose and other operational expenses relating to our operating activities.

Net cash flows generated from operating activities were approximately HK$31.3 million for the
year ended 31 March 2016. Such amount was mainly derived from operating cash flows before
movements in working capital of approximately HK$61.0 million, negatively adjusted for (i) the
increase in trade and bills receivables by approximately HK$10.1 million; (ii) the increase in
restricted cash by approximately HK$9.2 million; (iii) the decrease in accruals and other payables by
approximately HK$2.2 million; (iv) the decrease in trade and bills payable by approximately HK$1.8

million; and (v) the decrease in derivative financial instruments by approximately HK$2.0 million.

Net cash flows generated from operating activities were approximately HK$64.2 million for the

year ended 31 March 2015. Such amount was mainly derived from operating cash flows before
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movements in working capital of approximately HK$57.9 million, positively adjusted for (i) the
increase in trade and bills payables by approximately HK$11.1 million; (ii) the decrease in trade and
bills receivables by approximately HK$3.1 million; and negatively adjusted for (iii) the increase in
inventories by approximately HK$7.7 million.

Net cash flows generated from operating activities were approximately HK$27.3 million for the
year ended 31 March 2014. Such amount was mainly derived from operating cash flow before
movements in working capital of approximately HK$29.4 million, negatively adjusted for (i) the
increase in trade and bills receivables by approximately HK$6.7 million; and (ii) increase in
inventories by approximately HK$2.6 million; and positively adjusted for (i) the increase in trade and
bills payables by approximately HK$4.0 million; and (ii) the increase in accruals and other payables
of approximately HK$4.4 million.

Net cash flows generated from operating activities were approximately HK$38.9 million for the
four months ended 31 July 2016. Such amount was mainly derived from operating cash flows before
movements in working capital of approximately HK$16.2 million, positively adjusted for (i) the
increase in trade and bills payables of approximately HK$11.7 million; (ii) the decrease in trade and
bills receivables of approximately HK$5.7 million; (iii) the decrease in inventories of approximately
HK$4.2 million; and (iv) the increase in accruals and other payables of approximately HK$4.2 million.

Net cash flows used in operating activities were approximately HK$26.5 million for the four
months ended 31 July 2015. Such amount was mainly derived from increase in trade and bills
receivables of approximately HK$19.4 million, positively adjusted for (i) the increase in restricted
cash of approximately HK$16.9 million; (ii) the increase in inventories of approximately HK$7.4
million; (iii) the increase in deposits, prepayments and other receivables of approximately HK$6.2
million, and negatively adjusted for (i) operating cash flows before movements in working capital of
approximately HK$21.5 million; (ii) the increase in accruals and other payables of approximately
HK$1.9 million; and (iii) the increase in trade and bills payables of approximately HK$1.2 million.

Cash flow used in investing activities

Our investing activities during the Track Record Period primarily included investing in
construction machinery for leasing purpose and finance lease receivables. Our cash proceeds from
disposal of machinery and equipment were mainly sales of construction machinery for leasing that we
retire.

Net cash flow used in investing activities were approximately HK$17.5 million for the year
ended 31 March 2016, which was mainly due to (i) the purchase of machinery and equipment of
approximately HK$32.6 million; and (ii) the finance lease receivables of approximately HK$5.4
million; and partially offset by the increase of proceeds from disposal of machinery and equipment to
approximately HK$20.5 million.

Net cash flow used in investing activities were approximately HK$57.6 million for the year
ended 31 March 2015, which was mainly due to the purchase of machinery and equipment of
approximately HK$62.8 million; and partially offset by the proceeds from disposal of machinery and
equipment of approximately HK$4.2 million.
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Net cash flow used in investing activities were approximately HK$24.8 million for the year
ended 31 March 2014, which was mainly due to (i) the purchase of machinery and equipment of
approximately HK$26.7 million; and partially offset by (ii) the proceeds received from disposal of

machinery and equipment of approximately HK$2.9 million.

Net cash flow used in investing activities were approximately HK$18.2 million for the four
months ended 31 July 2016, which was mainly due to the purchase of machinery and equipment of
approximately HK$19.9 million; and partially offset by the decrease in finance lease receivables of

approximately HK$1.1 million.

Net cash flow generated from investing activities were approximately HK$5.0 million for the
four months ended 31 July 2015, which was mainly due to the proceeds from disposal of machinery
and equipment of approximately HK$11.7 million; and partially offset by the purchase of machinery

and equipment of approximately HK$7.5 million.

Cash flow used in financing activities

Our financing activities during the Track Record Period mainly included proceeds from

borrowings and also repayments of borrowings.

Net cash flow used in financing activities were approximately HK$2.7 million for the year ended
31 March 2016, which was mainly due to net borrowings of approximately HK$6.9 million; and
partially offset by (i) the decrease in amounts due to related companies by approximately HK$6.7

million; and (ii) the repayment of finance lease obligations of approximately HK$1.3 million.

Net cash flow generated from financing activities were approximately HK$17.5 million for the
year ended 31 March 2015, which was mainly due to (i) the increase in amounts due from directors
by approximately HK$14.3 million; and (ii) the increase in amounts due to related companies by

approximately HK$2.4 million.

Net cash flow used in financing activities were approximately HK$3.5 million for the year ended
31 March 2014, which was mainly due to the decrease in amounts due to directors by approximately
HK$4.0 million.

Net cash flow used in financing activities were approximately HK$13.8 million for the four
months ended 31 July 2016, which was mainly due to the decrease in amounts due to directors of
approximately HK$18.0 million; and partially offset by the net borrowings of approximately HK$6.8

million.

Net cash flow generated from financing activities were approximately HK$14.5 million for the
four months ended 31 July 2015, which was mainly due to the net borrowings of approximately
HK$15.0 million.

— 183 —



FINANCIAL INFORMATION

CURRENT ASSETS AND LIABILITIES

The following table sets for the breakdown of our current assets, current liabilities and net
current assets/liabilities as at 31 March 2014, 2015, 2016, 31 July 2016 and 30 November 2016 being

the latest practicable date for determining our Group’s indebtedness:

As at As at
As at 31 March 31 July 30 November
2014 2015 2016 2016 2016
HK$’000 HK$’000 HK$'000 HK$ 000 HK$’000
(Unaudited)
Current assets
Inventories 5,646 13,366 12,813 8,570 11,569
Income tax recoverable — — — 2,535 —
Trade and bills receivables 29,553 26,502 36,621 30,899 42,581
Deposits, prepayments and
other receivables 261 1,584 2,540 3,346 10,680
Amounts due from related
companies 970 888 — 12 22
Amounts due from a director 250 591 591 — —
Restricted cash — 751 — — —
Cash and bank balances 2,240 26,291 37,420 44,320 39,549
Finance lease receivables 1,439 763 3,309 3,309 2,876
40,359 70,736 93,294 92,991 107,277
Current liabilities
Trade and bills payables 19,277 30,334 28,520 40,246 53,311
Accruals and other payables 6,377 6,901 4,747 8,989 16,681
Derivative financial
instruments — 1,979 — — —
Amounts due to related
companies 5,477 7,352 216 75 —
Amounts due to directors 4,904 19,539 18,583 — —
Borrowings 15,613 16,438 23,300 30,134 33,310
Income tax payable 581 1,899 3,776 5,120 7,696
Obligations under finance
leases — — 5,008 5,445 5,445
52,229 84,442 84,150 90,009 116,443
Net current (liabilities)/assets (11,870)  (13,706) 9,144 2,982 (9,166)
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As at 31 March 2014, our Group had net current liabilities of approximately HK$11.9 million
respectively. The key components of our current assets as at 31 March 2014 include trade and bill
receivables of approximately HK$29.6 million, inventories of approximately HK$5.6 million, and
cash and bank balances of approximately HK$2.2 million. The key components of our current
liabilities as at 31 March 2014 include trade and bills payables of approximately HK$19.3 million,
borrowings of approximately HK$15.6 million, accruals and other payables of approximately HK$6.4
million, and amounts due to related companies and directors of approximately HK$10.4 million in
aggregate.

The net current liabilities of our Group increased by approximately HK$1.8 million from
approximately HK$11.9 million as at 31 March 2014 to approximately HK$13.7 million at as 31
March 2015. Such increase is mainly attributable to (i) the increase of trade and bills payables by
approximately HK$11.1 million to approximately HK$30.3 million as at 31 March 2015; (ii) the
increase in amounts due to directors by approximately HK$14.6 million to approximately HK$19.5
million as at 31 March 2015; and (iii) the decrease in trade and bill receivables by approximately
HK$3.1 million to approximately HK$26.5 million; and partially offset by (i) the increase of cash and
bank balances by approximately HK$24.1 million to approximately HK$26.3 million as at 31 March
2015; and (ii) the increase of inventories by approximately HK$7.7 million to approximately HK$13.4
million as at 31 March 2015.

The net current assets of our Group were approximately HK$9.1 million as at 31 March 2016,
an increase of approximately HK$22.9 million from the net current liabilities of approximately
HK$13.7 million as at 31 March 2015. Such change is mainly attributable to (i) the increase in trade
and bills receivables of approximately HK$10.1 million to approximately HK$36.6 million as at 31
March 2016; and (ii) the increase in cash and bank balances of approximately HK$11.1 million to
approximately HK$37.4 million as at 31 March 2016.

The net current assets of our Group were approximately HK$3.0 million as at 31 July 2016, a
decrease of approximately HK$6.2 million from approximately HK$9.1 million as at 31 March 2016.
Such change is mainly attributable to (i) the increase in trade and bills payables by approximately
HK$11.7 million to approximately HK$40.2 million as at 31 July 2016; (ii) the increase in borrowings
by approximately HK$6.8 million to approximately HK$30.1 million as at 31 July 2016; (iii) the
decrease in trade and bills receivables by approximately HK$5.7 million to approximately HK$30.9
million as at 31 July 2016; (iv) the decrease in inventories by approximately HK$4.2 million to
approximately HK$8.6 million as at 31 July 2016; and partially offset by (i) the decrease in amounts
due to directors by approximately HK$18.6 million to nil as at 31 July 2016; and (ii) the increase in
cash and bank balances by approximately HK$6.9 million to approximately HK$44.3 million as at 31
July 2016.

The net current liabilities of our Group were approximately HK$9.2 million as at 30 November
2016, a decrease of approximately HK$12.1 million from the net current asset of approximately
HK$3.0 million as at 31 July 2016. Such decrease is mainly attributable to (i) the increase in trade and
bill payables by approximately HK$13.1 million from approximately HK$40.2 million to
approximately HK$53.3 million as at 30 November 2016; (ii) the decrease in cash and bank balances
of approximately HK$4.8 million from approximately HK$44.3 million as at 31 July 2016 to
approximately HK$39.5 million as at 30 November 2016; and (iii) the increase in borrowings by
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approximately HKS$3.2 million from approximately HK$30.1 million as at 31 July 2016 to
approximately HK$33.3 million as at 30 November 2016; and partially offset by the increase in trade
and bills receivables by approximately HK$11.7 million to approximately HK$42.6 million as at 30
November 2016.

Our Group had net current liabilities of HK$11.9 million and HK$13.7 million as at 31 March
2014 and 2015, which has arisen principally out of our Group’s business expansion during the relevant
years involving the material additions to our leasing fleet by means of purchases of machinery and
equipment. For the years ended 31 March 2014 and 2015, our Group’s purchases of machinery and
equipment amounted to HK$24.4 million and HK$61.4 million, respectively. Due to the nature of our
business, our Group finance these material additions to our leasing fleet by means of primarily
utilization of positive cash flow from our operations and draw down of bank borrowings, as well as,
to a lesser extent, bank overdrafts and finance leases. In addition, our Group also made use of bank
borrowings for the financing of working capital. As all material additions to our leasing fleet were
classified as non-current assets, while a large portion of the borrowings used for financing the
purchases of machinery and equipment and working capital requirements were classified as current
liabilities, for the reasons explained below, the material additions to our leasing fleet has contributed

to the incurrence of net current liabilities of our Group for the relevant financial years.

As at 31 March 2014, 2015, 2016 and 31 July 2016, respectively, included in Our Group’s net
current liabilities were borrowings of HK$5.3 million, HK$5.2 million, HK$13.7 million, HK$15.5
million due for repayment after 1 year but within 5 years which contain repayable on demand clause.
The borrowings as aforementioned were used for financing the purchases of our leasing fleet which
is classified as non-current assets of machinery and equipment, and also our Group’s working capital
requirements. The net book value of our total property, plant and equipment amounted to
approximately HK$76.6 million, HK$113.1 million, HK$121.1 million and HK$134.3 million as at 31
March 2014, 2015, 2016 and 31 July 2016, respectively. In preparing the combined financial
information, our Directors have taken into account all information that could reasonably be expected
to be available, and consider that the relevant banks will not exercise their discretion to demand
immediate repayment but allow such borrowings to be repaid in accordance with the scheduled dates

set out in the relevant agreements.

Had the aforementioned bank borrowings with repayable on demand clause are excluded from
current liabilities as our Directors do not expect them to be required to be repaid within 12 months,
our Group would have adjusted net current liabilities of approximately HK$6.6 million and HK$8.5
million as at 31 March 2014 and 2015, respectively, and net current assets of approximately HK$22.8
million and HK$18.5 million as at 31 March 2016 and 31 July 2016, respectively. Notwithstanding our
Group would still have adjusted net current liabilities as at 31 March 2014 and 2015, the amount has
been correspondingly reduced from the foregoing presented figures. As at 30 November 2016, our
Group had net current liabilities of approximately HK$9.2 million, which was ascertained after
deduction of bank borrowings repayable after 1 year but within 5 years that contain repayable on
demand clause and classified as current liabilities.
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ANALYSIS OF SELECTED COMBINED BALANCE SHEETS

Machinery and equipment

During the Track Record Period, our machinery and equipment mainly comprised (i) machinery;
(ii) furniture, fixtures and equipment; and (iii) motor vehicles. The following table sets forth our
machinery and equipment as of the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$’000 HK$’000 HK$’000 HK$°000

Machinery 72,300 108,932 109,123 121,170
Furniture, fixtures and equipment 456 923 763 763
Motor vehicles 3,801 3,203 11,255 12,370

76,557 113,058 121,141 134,303

As at 31 March 2014, 2015 and 2016 and 31 July 2016, our machinery and equipment amounted
to approximately HK$76.6 million, HK$113.1 million, HK$121.1 million and HK$134.3 million
respectively. The substantial increase was mainly due to our acquisition of a number of construction

machinery and crane lorries for our leasing and transportation business over the Track Record Period.

Our Group acquired certain machinery and equipment under finance lease. The carrying amount
of machinery and equipment held by our Group under finance leases amounted to approximately nil,
nil, HK$16.5 million and HK$17.3 million as at 31 March 2014, 2015 and 2016 and 31 July 2016

respectively.

Inventories

Our inventories consist primarily of foundation machinery, drilling accessories and spare parts

for trading. The following table sets forth our inventories as of the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$000 HK$’000 HKS$’000 HK$’000

Machinery ™ot 5,646 13,366 12,813 8,570

Note: Our machinery inventory consist primarily of foundation machinery, drilling accessories and spare parts.
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The table below sets out the average inventory turnover days for the years indicated:

For the

four months

ended

For the year ended 31 March 31 July

2014 2015 2016 2016

Days Days Days Days

Average inventory turnover days ™N°'® 23.8 27.6 43.1 52.5

Note: Average inventory turnover days is calculated as the average of the beginning and ending inventory balances for
the year/period, divided by the cost for machinery and spare parts and consumables included in cost of sales for
that year/period, multiplied by 365 days for the three years ended 31 March 2016 and multiplied by 122 days for
the four months ended 31 July 2016.

During the Track Record Period, our inventories increased as our trading business grew. As at
31 March 2014, 2015 and 2016 and 31 July 2016, our inventories amounted to approximately HK$5.6
million, HK$13.4 million, HK$12.8 million, HK$8.6 million. Our average inventory turnover days
were approximately 23.8 days, 27.6 days, 43.1 days, 52.5 days for the three years ended 31 March
2016 and the four months ended 31 July 2016, respectively. The inventory turnover days increased
from 23.8 days as at 31 March 2014 to 27.6 days as at 31 March 2015, further to 43.1 days as at 31
March 2016 mainly due to the high level of inventories maintained at 31 March 2015 and 2016 as a
result of the expansion of our trading business. As at 31 March 2016, our Group kept certain
high-value foundation machines in our inventory which drove up the opening inventory balance and
in turn the average inventory balance for the four months ended 31 July 2016, resulting in the further
increase of turnover days to 52.5 days as at 31 July 2016 whereas the trading business performance
declined during the same reporting period.

As at 30 September 2016, approximately HK$6.7 million, or approximately 78.6%, of our
inventories as at 31 July 2016 were subsequently sold in our operation.

Trade and bills receivables, deposits and prepayments

The table below sets forth our trade and bills receivables as at the dates indicated:

As at

As at 31 March 31 July

2014 2015 2016 2016

HK$’000 HK$’000 HK$’000 HK$’000

Trade and bills receivables 30,575 27,524 37,643 31,921
Less: Provision for impairment (1,022) (1,022) (1,022) (1,022)
29,553 26,502 36,621 30,899

Deposits, prepayments and other

receivables 1,706 2,549 4,180 4,786
Less: non-current portion (1,445) (965) (1,640) (1,440)
Current portion 261 1,584 2,540 3,346
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Trade and bills receivables

The table below sets forth the ageing analysis of the trade and bills receivables by business

segments:
As at
As at 31 March 31 July
2014 2015 2016 2016
HK$’000 HKS$’000 HK$’000 HKS$’000
Trading of construction machinery 9,912 14,835 20,932 16,774
Leasing of construction machinery 19,641 11,667 14,917 13,053
Transportation services — — 772 1,072

29,553 26,502 36,621 30,899

The table below sets forth the ageing analysis of the trade and bills receivables based on invoice
date as at the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$’000 HK$’000 HK$’000 HK$’000

1 to 30 days 17,064 9,842 13,034 13,864
31 to 60 days 7,708 9,162 16,353 8,717
61 to 90 days 3,962 5,933 3,124 3,910
More than 90 days 819 1,565 4,110 4,408

29,553 26,502 36,621 30,899

The table below sets forth our average trade and bills receivables turnover days for the

years/period indicated:

For the four

months
ended
For the year ended 31 March 31 July
2014 2015 2016 2016
Days Days Days Days
Average trade and bills receivable
turnover days N°t® 84.8 49.3 56.1 70.4
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Note: Average trade and bills receivable turnover days is calculated as the average of the beginning and ending trade
and bills receivables for the year/period, divided by our revenue for that year/period, multiplied by 365 days for
the three years ended 31 March 2016 and multiplied by 122 days for the four months ended 31 July 2016.

During the Track Record Period, our trade and bills receivables decreased by approximately
HK$3.1 million from approximately HK$29.6 million as at 31 March 2014 to approximately HK$26.5
million as at 31 March 2015. The decrease in trade receivables as at 31 March 2015 was mainly
attributable to less sales order received near the end of the year ended 31 March 2015 as compared
to the year ended 31 March 2014. Our trade and bills receivables increased by approximately HK$10.1
million to approximately HK$36.6 million as at 31 March 2016. The increase in trade and bills
receivables as at 31 March 2016 is mainly attributable to the increase in sales order received near the
end of the year ended 31 March 2016 as compared to the year ended 31 March 2015. The decrease in
trade receivables by approximately HK$5.7 million to approximately HK$30.9 million, as at 31 July

2016 was mainly attributable to the decrease in trade and bill receivables of our major customers.

The credit period granted to our customers was generally from 30 to 60 days. We recorded
average trade and bills receivable turnover days of approximately 84.8 days, 49.3 days, 56.1 days and
70.4 days for the three years ended 31 March 2016 and 31 July 2016 respectively. The decrease in
trade and bills receivable turnover days from 84.8 days as at 31 March 2014 to 49.3 days as at 31
March 2015 was due to the high opening balance of trade and bills receivable for the year ended 31
March 2014 attributable to significant sales during February and March 2013, while the day of 1 April
2013 lay within the credit period of such sales orders such that the relevant trade receivables remained
in the closing balance of the financial year. The increase in turnover days from 49.3 days to 56.1 days
as at 31 March 2016 was due to more sales order received near the end of the year ended 31 March
2016. The further increase in turnover days to 70.4 days as at 31 July 2016 was due to (i) the
previously mentioned high balance as at 31 March 2016 due to sales order near the end of year ended
31 March 2016; and (ii) the decline in revenue for the four months ended 31 July 2016.

As at 31 March 2016, the ageing of trade and bills receivables based on invoice date with an
ageing of more than 90 days increased by approximately HK$2.5 million to approximately HK$4.1
million which is mainly due to an extension of credit period which was offered to some of our
customers on a discretionary and case-by-case basis. The further slight increase of the figure to
HK$4.4 million as at 31 July 2016 was of the same reason mentioned above.

As at 30 September 2016, approximately HK$19.7 million or approximately 63.9% of our trade
and bills receivables as at 31 July 2016 have been settled.

— 190 —



FINANCIAL INFORMATION

The table below sets forth the ageing analysis of these trade and bills receivables based on past

due date as at the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016
HK$’000 HK$’000 HK$’000 HK$’000

Past due by:
1 to 30 days 6,962 5,113 12,242 7,964
31 to 60 days 2,751 4,444 6,193 1,977
61 to 90 days 422 1,012 1,242 2,780
More than 90 days 457 540 1,972 3,444
10,592 11,109 21,649 16,165

Our past due trade and bills receivables amounted to approximately HK$10.6 million, HK$11.1
million, HK$21.6 million and HK$16.2 million, as at 31 March 2014, 2015 and 2016 and 31 July 2016

respectively. They were considered as past due but not considered to be impaired because they mainly

relate to customers from whom there is no recent history of default and based on past experience, the

Directors are of the opinion that no provision for impairment is necessary in respect of these balances

as there has not been a significant change in the credit quality of these clients and the balances are

still considered fully recoverable.

Deposits, prepayments and other receivables

The table below sets forth our deposits, prepayments and other receivables as at the dates

indicated:
As at
As at 31 March 31 July
2014 2015 2016 2016
HK$’000 HK$’000 HK$’000 HK$’000
Prepayments 1,330 962 2,714 4,403
Rental and other deposits 353 367 365 379
Trade deposit 23 1,169 1,081 —
Other debtors — 51 20 4
1,706 2,549 4,180 4,786
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As at 31 March 2014, 2015 and 2016 and 31 July 2016, our deposits, prepayments and other
receivables amounted to approximately HK$1.7 million, HK$2.5 million, HK$4.2 million and HK$4.8
million respectively. Our deposits, prepayments and other receivables mainly consists of (i)
prepayments which mainly represent the prepayment paid to suppliers for purchasing crane lorries and
drilling machines; and (ii) the trade deposits which represent trade deposits paid to our suppliers for
our trade business. Our deposits, prepayments and other receivables increased by approximately
HK$0.8 million to approximately HK$2.5 million as at 31 March 2015 mainly due to the increase of
trade deposit by HK$1.1 million paid to our suppliers due to the expansion of our business. Our
deposits, prepayments and other receivables increased by approximately HK$1.6 million to
approximately HK$4.2 million as at 31 March 2016 mainly due to the increase in prepayments paid
to suppliers by approximately HK$1.8 million as a result of the increase in the number of crane lorries
purchased for the year ended 31 March 2016. The figure further increased by approximately HK$0.6
million to approximately HK$4.8 million as at 31 July 2016 which was mainly attributable to the
increase in prepayments by approximately HK$1.7 million mainly due to the increased prepayment of
listing expenses; and partially offset by the decrease in trade deposit by approximately HK$1.1 million
to approximately nil as at 31 July 2016.

Finance lease receivables

Our finance lease receivables primarily consist of leasing out construction machineries for
periods ranging from 1 to 3 years. The table below sets forth the minimum lease payments for the

finance lease receivables as at the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$’000 HK$°000 HK$’000 HKS$’000

Not later than one year 1,472 764 3,390 3,390
Later than one year and not later than

five years 214 — 3,340 2,210
Less: Unearned finance income (44) (1) (323) (233)

Present value of minimum lease payment
receivable 1,642 763 6,407 5,367

The effective interest rates of the above finance leases are approximately 4.5% per annum during

the relevant periods.
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Trade and bill payables, accruals and other payables

Our trade and bill payables, accruals and other payables primarily consist of payables to

suppliers. The following table sets forth our trade payables, accruals and other payables as at the dates

indicated:
As at
As at 31 March 31 July
2014 2015 2016 2016
HK$’000 HK$’000 HK$’000 HK$’000
Trade and bill payables 19,277 30,334 28,520 40,246
Accruals and other payables 6,377 6,901 4,747 8,989

25,654 37,235 33,267 49,235

Trade and bill payables

The table below sets forth the ageing analysis of the trade and bill payables based on invoice date

as at the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HKS$’000 HK$’000 HKS$’000 HK$’000

0 to 30 days 7,504 6,158 5,353 3,202
31 to 60 days 6,152 7,496 10,100 3,495
61 to 90 days 970 7,155 10,205 2,636
More than 90 days 4,651 9,525 2,862 30,913

19,2717 30,334 28,520 40,246
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The table below sets forth our average trade and bill payables turnover days for the year

indicated:

For the
four months
ended
For the year ended 31 March 31 July
2014 2015 2016 2016
Days Days Days Days

Average trade and bill payables turnover
days®™et 73.7 58.7 72.8 105.5

Note: Average trade and bill payables turnover days is calculated as the average of the beginning and ending trade and
bill payables for the year, divided by the cost of sales and services for that year, multiplied by 365 days for the
three years ended 31 March 2016 and multiplied by 122 days for the four months ended 31 July 2016.

During the Track Record Period, our trade and bills payables increased by approximately
HK$11.0 million from approximately HK$19.3 million as at 31 March 2014 to approximately HK$30.3
million as at 31 March 2015. The increase was in line with the expansion of our business. Our trade
and bills payables remained stable for the years ended 31 March 2015 and 2016. Our trade and bills
payables then increased by approximately HK$11.7 million from approximately HK$28.5 million as
at 31 March 2016 to approximately HK$40.2 million as at 31 July 2016 due to the payables to our

supplier who granted us a credit period for up to two years.

The credit period granted by our suppliers was generally ranged from 10 to 60 days. One of our
major suppliers granted us a credit period for up to two years during the Track Record Period. We
recorded average trade and bill payables turnover days of approximately 73.7 days, 58.7 days, 72.8
days and 105.5 days for the three years ended 31 March 2016 and the four months ended 31 July 2016

respectively, which fall within the range of credit period granted by our suppliers.

As at 30 September 2016, approximately HK$11.4 million, or approximately 28.4%, of our trade
and bills payables as at 31 July 2016 had been settled.
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Accruals and other payables

The table below sets forth our accruals and other payables as of the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$’000 HK$’000 HK$’000 HK$’000

Accruals 2,530 2,457 2,463 6,942
Trade deposit received 1,247 2,360 364 248
Leasing deposit received 2,600 2,084 1,920 1,799

6,377 6,901 4,747 8,989

As at 31 March 2014, 2015 and 2016 and 31 July 2016, our accruals and other payables amounted
to approximately HK$6.4 million, HK$6.9 million, HK$4.7 million and HK$9.0 million respectively.
Our accruals and other payables comprised (i) accruals which mainly represents the accrual for the
legal and professional fee provided to our Group; (ii) trade deposits received which mainly represents
the trade deposits received from our customers who had shorter business relationship with us; and (iii)
rental deposits received which mainly represents the leasing deposits received from our customers for
our leasing business. Our accruals and other payables increased by approximately HK$0.5 million to
approximately HK$6.9 million as at 31 March 2015, and decreased by approximately HK$2.2 million
to approximately HK$4.7 million as at 31 March 2016 mainly due to the fluctuation of trade deposit
received in relation to purchase orders from our customers who had shorter business relationship with
us. Our accruals and other payables increased by approximately HK$4.2 million to approximately
HK$9.0 million as at 31 July 2016 mainly attributable to the increase of approximately HK$4.5

million in accruals which was mainly due to the provision of listing expenses and professional fees.
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Amounts due from related parties

The table below sets forth the amounts due from related parties as at the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016
HK$’000 HK$’000 HK$’000 HK$’000
Amounts due from related companies
Trade in nature "
Sanroc Equipment 82 — — —
Non-trade in nature *
Mansion 888 888 — —
Lion Spring — — — 12
970 888 — 12
Amounts due from a director
Non-trade in nature ¥
Mr. Jonathan Siu 250 591 591 —
Note:
1. The amounts due from related parties with trade in nature are unsecured, interest-free and with credit term of 30
days.
2. The amounts due from related parties with non-trade in nature are unsecured, interest free and repayable on
demand.
3. As at the Latest Practicable Date, the amounts due from related parties as at 31 March 2016 are fully settled.
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Amounts due to related parties

The table below sets forth the amounts due from related parties as at the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$’000 HK$’000 HK$’000 HK$°000

Amounts due to related companies
Trade in nature (" ®
Mansion 1,108 660 216 —

Sanroc Equipment 29 — — _

Non-trade in nature ®

Skyway 1,037 2,281 — 75
Mansion 2,803 3,911 — —
Sanroc Macau 500 500 — —

5,477 7,352 216 75

Amounts due to directors

Non-trade in nature @ &

Mr. Siu 4,904 19,539 15,583 —

Mrs. Siu — — 3,000 —
4,904 19,539 18,583 —

Note:

1. The amounts due from related parties with trade in nature are unsecured, interest-free and with credit term of cash

on delivery and 30 days.

2. The amounts due from related parties with non-trade in nature are unsecured, interest free and repayable on
demand.
3. As at the Latest Practicable Date, the amounts due to related parties as at 31 March 2016 are fully settled.

— 197 —



FINANCIAL INFORMATION

INDEBTEDNESS

The following table sets forth the amounts of indebtedness as at 31 March 2014, 2015, 2016, 31
July 2016 and 30 November 2016, being the latest practicable date for determining our Group’s

indebtedness:

Current liabilities

Amounts due to related

companies

Amounts due to directors

(Note)

(Note)

Borrowings

Obligations under finance

leases

Non-current liabilities

Obligations under finance

leases

Note:

As at the Latest Practicable Date,

As at

As at 31 March 31 July

2014 2015 2016 2016
HK$’000 HK$'000 HK$'000 HK$ 000
5,477 7,352 216 75
4,904 19,539 18,583 —
15,613 16,438 23,300 30,134
— — 5,008 5,445
25,994 43,329 47,107 35,654
_ — 10,114 10,121
25,994 43,329 57,221 45,775

As at

30 November
2016
HK$’000
(Unaudited)

33,310

5,445

38,755

8,484

47,239

the amounts due to related parties as at 31 July 2016 had been settled.
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Borrowings

The following table sets forth the details of our bank borrowings as at the dates indicated:

As at As at

As at 31 March 31 July 30 November

2014 2015 2016 2016 2016

HK$’000 HK$’000 HK$'000 HK$ 000 HK$’000

(Unaudited)

Trust receipt loans 4,580 — — — —
Short-term bank borrowings — 428 857 2,991 1,808

Portion of long-term bank

borrowings due for

repayment within one year 5,704 10,791 8,787 11,688 14,848
Portion of long-term bank

borrowings due for

repayment after one year

which contain a repayment

on demand clause™°'® 5,329 5,219 13,656 15,455 16,654

Bank borrowings - secured 15,613 16,438 23,300 30,134 33,310

Note: These amounts represent balances that are repayable at any time at the discretion of the lender in accordance with
the respective banking facility agreements and are therefore classified as current liabilities.

Our bank borrowings amounted to approximately HK$15.6 million, HK$16.4 million, HK$23.3
million, HK$30.1 million and HK$33.3 million as at 31 March 2014, 2015 and 2016, 31 July 2016,
and 30 November 2016, respectively, comprising fixed-rate and variable-rate borrowings carrying
interest at rates ranging from approximately 3% to 3.25% per annum, 2.6% to 3.25% per annum, 2.6%
to 4.24% per annum, 2.6% to 4.24% per annum and 2.6% to 4.55% per annum respectively. All of our
bank loans were denominated in Hong Kong dollars.

Our finance lease liabilities amounted to nil as at 31 March 2014 and 2015, and approximately
HK$15.1 million, HK$15.6 million, HK$13.9 million as at 31 March 2016, 31 July 2016 and 30
November 2016 respectively. The effective interest rates of our finance leases are approximately
4.24% to 4.73% per annum during the relevant period and for the period ended 30 November 2016.
Our finance lease liabilities were denominated in Hong Kong dollars.

As at 30 November 2016, being the latest practicable date for the purpose of this statement of
indebtedness, our total available bank borrowing facilities amounted to HK$96.4 million and our
unutilised bank borrowing facilities amounted to HK$30.7 million. Our Directors confirmed that we
did not have any further plan for material debt financing as at the Latest Practicable Date.

As at 30 November 2016, being the latest practicable date for the purpose of indebtedness, our
Group had utilised banking facilities for bank borrowings of approximately HK$33.3 million and bills
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payables of approximately HK$32.4 million. The facilities were secured by (i) an unlimited corporate
guarantee provided by a subsidiary of our Group; (ii) unlimited personal guarantees provided by two
of our Directors; (iii) a property held by a related company; and (iv) certain machinery and equipment
of the Group. The aforementioned personal and corporate guarantees, and the property held by the
related company will be released upon Listing. Our Directors confirm that there was not any breach
in financial covenants or other material covenants relating to our bank borrowings and finance lease,
and no material defaults by our Group in payment of its bank borrowings and finance lease during the
Track Record period and up to the Latest Practicable Date.

Save as disclosed in this prospectus, our Group did not have any other outstanding mortgages,
charges, debentures, loan capital, bank overdrafts, debt securities or other similar indebtedness,
finance lease or hire purchases and finance lease commitments, liabilities under acceptances or
acceptance credits, or any other guarantees or other material contingent liabilities as at Latest
Practicable Date. The Directors also confirm that we are not currently involved in any material legal
proceedings, nor are we aware of any pending or potential material legal proceedings involving us as
at the Latest Practicable Date.

CAPITAL EXPENDITURES
Historical Capital Expenditures
Our capital expenditures, which were funded out of bank loans, finance leases, and cash flows

from our operations have been primarily used to expand our leasing and transportation fleet. The
following table sets out our historical capital expenditures during the Track Record Period:

For the

four months

ended

For the year ended 31 March 31 July
2014 2015 2016 2016

HK$’000 HK$°000 HK$’000 HK$’000

Machinery and equipment
Machinery™°'® 24,448 61,393 39,093 19,735

Equipment and tools — — — —

Furniture, fixtures and equipment 12 723 9 56
Motor vehicles 2,280 675 9,929 2,075
26,740 62,791 49,031 21,866

Note: Our machinery consist primarily of foundation machinery, drilling accessories and spare parts.
Future Capital Expenditures

For our future capital expenditures, please refer to the section headed “Future Plans and Use of
Proceeds” in this prospectus.
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CAPITAL AND CONTRACTUAL COMMITMENTS

Capital commitments

Our Group had no capital commitments contracted but not provided for equipment for the three
years ended 31 March 2016 and the four months ended 31 July 2016.

Operating lease commitments

The table below sets forth the outstanding commitments as lessee under these non-cancellable

lease agreements as of the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HK$’000 HKS$’000 HKS$’000 HKS$’000

No later than 1 year 224 840 806 1,275

Later than 1 year and no later than
5 years — 455 — —
224 1,295 806 1,275

Our operating lease commitments as lessee represented the leases of office and storage premises,
quarters for directors and construction machineries under non-cancellable operating lease agreements.
The lease terms were between one and five years. Our lease commitments as lessee amounted to
approximately HK$0.2 million, HK$1.3 million, HK$0.8 million and HK$1.3 million as at 31 March
2014, 2015 and 2016 and 31 July 2016 respectively.

The table below sets forth the outstanding commitments as lessor under these non-cancellable

lease agreements as of the dates indicated:

As at
As at 31 March 31 July
2014 2015 2016 2016

HKS$’000 HK$’000 HKS$’000 HK$’000

No later than 1 year 6 127 165 219
Later than 1 year and no later than 5

years — — — —

6 127 165 219
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Our operating lease commitments as lessor represented the lease of machinery with tenants under
non-cancellable operating lease agreements. The lease terms were all within one year. Our lease
commitments as lessor amounted to approximately HKS$6,000, HK$127,000, HK$165,000 and
HK$219,000 as at 31 March 2014, 2015 and 2016 and 31 July 2016 respectively.

KEY FINANCIAL RATIOS

The following table below sets forth our key financial ratios for the year/period and as of the
dates indicated:

For the four

months
For the year ended/ ended/As at
As at 31 March 31 July
2014 2015 2016 2016
Key financial ratios
Current ratio " 0.8 0.8 1.1 1.0
Gearing ratio 27.9% 19.2% 32.4% 36.8%
Debt to equity ratio ¥ 23.9% N/A N/A N/A
Interest coverage ¥ 31.7 56.2 44.1 17.7
Return on total assets 10.6% 15.9% 14.4% 2.3%
Return on equity © 22.4% 34.5% 27.8% 4.5%
Notes:
1. Current ratio is calculated based on the total current assets divided by the total current liabilities as at the
respective year/period end.
2. Gearing ratio is calculated based on the total debt (including all borrowings and finance lease payables) divided
by the total equity as at the respective year/period end and multiplied by 100%.
3. Debt to equity ratio is calculated by the net debt (all borrowings, including finance lease payables, net of cash and
cash equivalents and restricted cash) divided by the total equity as at the respective year/period end and multiplied
by 100%.
4. Interest coverage ratio is calculated by profit before interest and tax divided by interest expense for the respective
year/period end.
5. Return on total assets is calculated by net profit for the year/period divided by the total assets and multiplied by
100%.
6. Return on equity is calculated by net profit for the year/period divided by the total equity as at the respective

year/period end and multiplied by 100%.

Please refer to the section headed “Period-to-period Comparison of Results of Operations” for
a discussion on factors affecting net profit margin during the respective periods.

— 202 —



FINANCIAL INFORMATION

Current Ratio

Our Group’s current ratio remained stable during the Track Record Period, which was
approximately 0.8 times, 0.8 times, 1.1 times and 1.0 times as at 31 March 2014, 2015 and 2016 and
31 July 2016 respectively. Our current ratio increased over the Track Record Period mainly due to the
fact that our current liabilities did not increase as much as our current assets growth in terms of
amount and percentage. The increase in our current assets as at 31 March 2016 was mainly caused by
the increase in trade and other receivables and cash and cash equivalents as a result of our revenue
growth over the Track Record Period.

Gearing Ratio

Our Group’s gearing ratio decreased from approximately 27.9% as at 31 March 2014 to
approximately 19.2% as at 31 March 2015, which was mainly due to the increased net asset
attributable to the increase in (i) machinery and equipment; (ii) inventories; and (iii) cash and bank
balances.

The gearing ratio then increased to approximately 32.4% as at 31 March 2016, and further
increased to approximately 36.8% as at 31 July 2016 which was a combined effect of the increases in
(i) obligations under finance lease; (ii) interest-bearing borrowings; (iii) cash and cash equivalents;
and (iv) trade and bill receivables.

Debt to equity ratio

Our Group’s debt to equity ratio was approximately 23.9% as at 31 March 2014. As at 31 March
2015 and 2016 and 31 July 2016, our Group had net cash position which was due to the increase in
cash and cash equivalents.

Interest coverage

Our Group’s interest coverage were approximately 31.7 times, 56.2 times, 44.1 times and 17.7
times as at 31 March 2014, 2015 and 2016 and 31 July 2016 respectively. The increase from
approximately 31.7 times as at 31 March 2014 to approximately 56.2 times as at 31 March 2015 was
primarily due to the increase in profit before income tax. The decrease from approximately 56.2 times
as at 31 March 2015 to approximately 44.1 times as at 31 March 2016 was mainly attributable to the
increase in finance costs due to the increased bank borrowings. The further decrease to approximately
17.7 times as at 31 July 2016 was mainly due to (i) the aforesaid non-recurring listing expense
adversely affecting the profit before income tax and interest; and (ii) the increased interest expense
due to the increased finance lease obligations.

Return on total assets
Our Group’s return on total assets were approximately 10.6%, 15.9%, 14.4%, and 2.3% as at 31
March 2014, 2015 and 2016 and 31 July 2016 respectively. The increase from approximately 10.6%

as at 31 March 2014 to approximately 15.9% as at 31 March 2015 was primarily attributable to the
increase in profit due to the increase in revenue. The slight decrease from approximately 15.9% as at
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31 March 2015 to approximately 14.4% as at 31 March 2016 was due to the combined effect of the
increase in total asset outpacing the increase in profit due to the increase in revenue. The further
decrease to approximately 2.3% as at 31 July 2016 was mainly attributable to (i) the aforesaid
non-recurring listing expense adversely affecting our net profit; and (ii) the net profit figure only
comprised four months of operation.

Return on equity

Our Group’s return on equity were approximately 22.4%, 34.5%, 27.8%, and 4.5% as at 31 March
2014, 2015 and 2016 and 31 July 2016 respectively. The increase from approximately 22.4% as at 31
March 2014 to approximately 34.5% as at 31 March 2015 was primarily attributable to the increase
in profit due to the increase in revenue. The decrease from approximately 34.5% as at 31 March 2015
to approximately 27.8% as at 31 March 2016 was due to the combined effect of the increase in equity
outpacing the increase in profit. The further decrease to approximately 4.5% as at 31 July 2016 was
mainly due to (i) the aforesaid non-recurring listing expense adversely affecting our net profit; and (ii)
the net profit figure only comprised four months of operation.

DIVIDEND

Our Group currently does not have a dividend policy and may distribute dividends by way of
cash or by other means that our Directors consider appropriate. A decision to declare and pay any
dividend would require the approval of our Directors and will be at their discretion. In addition, any
final dividend for a financial year will be subject to Shareholders’ approval. Distribution of dividends,
in the future, if any, will depend on the results of its operations, cash flows, financial conditions,
statutory and regulatory restrictions as aforementioned and other factors that it may consider relevant,
and is subject to its discretion. The dividend distribution record in the past may not be used as a
reference or basis to determine the level of dividends that may be declared or paid by the Board in
the future. The Board has the absolute discretion to decide whether to declare or distribute dividends
in any year. There is no assurance that dividends of such amount or any amount will be declared or
distributed each year or in any year.

On 15 July 2016, Sanroc Leasing declared to its then shareholders, namely Mrs. Siu and Ms. Yip
who held 250,000 ordinary shares on trust for Mrs. Siu, a final dividend in relation to the year ended
31 March 2016 of HK$12.0 million and a special dividend of HK$3.0 million, which have been fully
paid to its then shareholders on 23 August 2016.

No dividend has been paid or declared by the Company since its incorporation.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS

The market risks that our Group is associated with include interest rate risks, credit risk, liquidity
risk and foreign exchange risk.

Interest rate risk

Our Group has no significant interests-bearing assets except for cash at bank and hence is not
exposed under interest rate risk with the assets. Our Group is exposed to interest rate risk as
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borrowings are carried at floating rates. During the Track Record Period, our Group has not used any
interest rate swaps to hedge its exposure to interest rate risks. The following sensitivity analysis
illustrates the potential impact of fluctuations in interest rates to the profit before taxation with all
other variables held constant.

For the four

months

ended

For the year ended 31 March 31 July
2014 2015 2016 2016

HKS$’000 HK$’000 HK$’000 HK$’000

If the basis points had been 100

higher/lower
Decrease/increase in profit before

taxation -/+110 -/+164 -/+200 -/+168
Percentage decrease/increase in profit

before taxation -140.7% -/+0.5% -1+0.5% -1+2.2%

Credit risk

Our Group’s credit risk is primarily attributable to its finance lease receivables and trade and
bills receivables. As at 31 March 2014, 2015 and 2016 and the four months ended 31 July 2016, our
five largest customers accounted for approximately 60.4%, 54.7%, 59.3% and 54.4% of our revenue
respectively. In order to minimize the credit risk, the management has been monitoring procedures to
ensure that follow-up action is taken to recover the overdue debts. In addition, the management
regularly reviews the recoverable amount of each individual trade receivable to ensure that adequate
impairment provision is made for the irrecoverable amounts. The relevant risk on deposits with bank
and the amounts due from related companies are limited because deposits are in banks with sound
credit ratings and the management does not expect any loss from non-performance by related parties.

Liquidity risk

Liquidity risk management implies maintaining sufficient cash and cash equivalents and the
availability of funding through an adequate amount of committed credit facilities. The management
monitors and maintains a level of cash and cash equivalents considered adequate to finance the
operations and mitigate the effects of fluctuations in cash flows. The Directors also monitor the
utilisation of bank borrowings to ensure adequate utilities banking facilities and compliance with the
loan covenants.

Foreign exchange risk

Our Group operates mainly in Hong Kong, and is exposed to foreign currency risks arising from
various currency exposures, mainly with respect to JPY, EUR and USD. Since HKS$ is pegged with
USD, the management is of the opinion that the foreign exchange risk arising from USD is
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insignificant. The following sensitivity analysis illustrates the potential impact of fluctuations in HK$

strength to the profit before taxation with all other variables held constant.

For the four

months

ended

For the year ended 31 March 31 July
2014 2015 2016 2016

HK$’000 HK$’000 HK$’000 HK$’000

If the HK$ had been 5%

stronger/weaker
Increase/decrease in profit before

taxation +/-5 +/-710 +/-818 +/-1,335
Percentage increase/decrease in profit

before taxation +/-0.0% +/-2.0% +/-2.0% +/-17.3%

The following table sets forth the breakdown of our Group’s purchases in different major

currencies, in equivalent HK$, during the Track Record Period:

For the four

months

ended

For the year ended 31 March 31 July
2014 2015 2016 2016

HK$000 HK$’000 HK$000 HK$’000

usD 39,911 87,419 53,095 15,140

HKS$ 36,557 57,806 58,947 6,634

JPY 15,269 49,871 21,610 6,922

EUR 1,787 265 32,721 16,241
Hedging

As at 31 March 2015, our Group had outstanding foreign exchange forward contract to purchase
JPY and sell HK$. The notional principal amounts of the outstanding forward foreign exchange
contracts were approximately HK$13.6 million. Our Group entered into the forward contract to hedge
against the fluctuation of JPY against HK$. The forward contract was a one-off transaction during the
Track Record Period. For instance, our Group is subject to foreign exchange risk regarding our
construction machinery trading business as we receive our revenue proceeds denominated in Hong
Kong dollars and we settle some of our overseas suppliers with foreign currencies such as JPY, EUR
and USD, thus hedging contract may be entered into in order to minimize the exposure to foreign

exchange risk during the period between the placing of purchase order and settlement of payment to
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overseas suppliers. To ensure that all of our hedging activities are properly conducted, we have
adopted a hedging policy in order to minimize the foreign currency risk exposure arising from the
settlement of our purchase in JPY and EUR. Our Directors consider that there will not be any hedging
policy in relation to USD as the foreign exchange risk is not significant.

For settlement of the purchase to suppliers in JPY or EUR, once the purchase order is placed,
provided that there is time difference (at least over one week) for the payments to suppliers,
management can consider to enter into foreign exchange forward contract with our principal bank on
a case-by-case basis. Several factors are considered by the head of the purchasing department before
entering into any hedging contracts, such as (i) the extent of the exchange rate fluctuations in the
market; (ii) the exposure period before settlement of the purchase; and (iii) the contract amount of the
purchase agreement. After considering the above factors, the head of the purchasing department would
discuss with our chief financial officer should the need arise, and the details and the proposal of
entering into foreign exchange contract would be reviewed by our chief financial officer and approved
by our executive Directors. For the contract exceeding the amount HK$1 million, this should be
approved by two executive Directors, while for the contract exceeding the amount HK$3 million, this
should be approved by Mr. Siu. On a monthly basis, the finance department is required to prepare an
outstanding mark-to-market position of all forward contracts for the executive Directors to review on
the performance and to evaluate the total value at risks. Our Group has not used and will not use any
hedging contracts to engage in speculative activities.

LISTING EXPENSES

We estimate the total amount of expenses that will be incurred in connection with the Listing to
be approximately HK$25.3 million, including the underwriting commission of HK$4.7 million and
other listing expenses and fees (including SFC transaction levy and Stock Exchange trading fee) of
approximately HK$20.6 million. The Selling Shareholder shall bear the underwriting commission in
the amount of HK$0.8 million which represents the underwriting commission attributable to the sale
of the Sale Shares in the Placing. The remaining listing expenses, fees and underwriting commission
of approximately HK$24.5 million shall be borne by our Company, of which approximately HK$8.6
million is expected to be deducted from equity after the Listing. The remaining HK$15.9 million fees
and expenses have been or are expected to be charged to the profit or loss of our Group, of which
HK$2.1 million and HK$5.0 million were charged for the year ended 31 March 2016 and the four
months ended 31 July 2016, respectively, and HK$8.8 million will be recognised as expenses during
the remaining period of the year ending 31 March 2017.

WORKING CAPITAL CONFIRMATION

Our Directors confirm, and Sponsor concurs, that there had not been any material defaults in
payment of trade and non-trade payables and borrowings or any material covenants relating to our
Group’s outstanding borrowing during the Track Record Period. Taking into account the financial
resources available to our Group, including the internally generated funds, the available banking
facilities and the estimated proceeds from the Share Offer, our Directors are of the opinion that our
Group has sufficient funds to meet the working capital and financial requirements for at least the next
12 months from the date of this prospectus.
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RELATED PARTY TRANSACTION

With respect to the related parties transactions set out in note 26 to the Accountant’s Report in
Appendix I to this prospectus, our Directors confirm that these transactions were conducted on arm’s
length basis and on normal commercial terms. Our Directors consider that these related party
transactions would not distort our results during the Track Record Period, and would not make our

historical results not reflective of our future performance.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS

As at the Latest Practicable Date, our Directors confirm that we had not entered any off-balance

sheet arrangements.

DISTRIBUTABLE RESERVES

As at the Latest Practicable Date, our Company had no distributable reserves available for

distribution to our Shareholders.

DISCLOSURE REQUIRED UNDER THE LISTING RULES

Our Directors have confirmed that as at the Latest Practicable Date, there were no circumstances
which, had our Group been required to comply with Rules 13.13 to 13.19 of the Listing Rules, would

have given rise to a disclosure requirement under Rules 13.13 to 13.19 of the Listing Rules.

NO MATERIAL ADVERSE CHANGE

The Directors confirm that there has been no material adverse change in its financial or trading
position or prospects since 31 July 2016, being the date of the last audited financial statement as set
out in Appendix I in this prospectus, up to the date of this prospectus.

UNAUDITED PRO FORMA ADJUSTED NET TANGIBLE ASSETS

Please see the section headed “Unaudited Pro Forma Financial Information” in Appendix II to

this prospectus.
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OUR CONTROLLING SHAREHOLDERS

On 9 August 2016, in preparation for the Listing, Mr. Siu and Mrs. Siu entered into the
Acting-in-Concert Confirmation, wherein they confirmed the existence of their earlier
acting-in-concert arrangements, as well as their intention to continue such arrangements upon the
Listing to consolidate their control over Sanroc Leasing, Sanroc International and Santech

Transportation (the “Relevant Subsidiaries™).

Pursuant to the Acting-in-Concert Confirmation, and in relation to each of the Relevant
Subsidiaries, Mr. Siu and Mrs. Siu confirm that, since the date on which they were contemporaneously
either the legal owners of shares, and/or the ultimate beneficiaries therein, or were contemporaneously
involved in the management thereof, in exercising and implementing the management and operation
of the Relevant Subsidiaries, both Mr. Siu and Mrs. Siu had, at all times, been acting in concert with
each other, and intend to continue to do so with regard to the said companies upon the Listing for
purposes of consolidating their control over the Relevant Subsidiaries. Accordingly, although Mr. Siu,
in his capacity as the chief executive officer of Sanroc Leasing during the Track Record Period, did
not hold any interest in the said company during the said period, nevertheless, as per the
Acting-in-Concert-Confirmation, Mr. Siu and Mrs. Siu have consulted one another, and acted in
concert, in this regard, and shall continue to do so with regard to, inter alia, the following matters

pertaining to the business activities/operations of the Relevant Subsidiaries:

(a) matters requiring decision from the shareholders of the Relevant Subsidiaries;

(b) matters requiring management decision(s) to be made at any management meeting;

(c) matters requiring decision to be made as to whether any of the Relevant Subsidiaries shall
participate in the investment and management of any suitable business opportunity or

project for the same, and, if so, the extent of such participation; and

(d) matters relating to the appointment (prior to the convening of a management meeting) of
either Mr. Siu or Mrs. Siu as a proxy, and issue an authorization letter to the said individual
for purposes of authorizing the same to exercise voting rights on behalf of Mr. Siu and/or
Mrs. Siu at the management meeting according to the unanimous decision that has been

reached.

Moreover, in accordance with the Acting-in-Concert Confirmation, Mr. Siu and Mrs. Siu have
centralised, and shall continue to centralize, the ultimate control, and right to make final decisions,
with respect to their interests in the businesses and projects of the Relevant Subsidiaries. To this end,
in making any decisions with regard to the removal of the director(s) of our Company, Mr. Siu and
Mrs. Siu shall act in accordance with the Acting-in-Concert Confirmation and act in consensus, for
purposes of strengthening their mutual decisions in such regard, and accordingly, Mr. Siu shall not be

removed as a director of the Company involuntarily.
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Immediately following completion of the Capitalisation Issue and the Share Offer, Mr. Siu, Mrs.
Siu, Lion Spring Enterprises Limited, Diamond Vista Holdings Limited and BNP Paribas Singapore
Trust Corporation Limited as the trustee of The JANTS Trust shall control more than 30% of our
issued share capital. For the purpose of the Listing Rules, Mr. Siu, Mrs. Siu, Lion Spring Enterprises
Limited, Diamond Vista Holdings Limited and BNP Paribas Singapore Trust Corporation Limited as
the trustee of The JANTS Trust are our Controlling Shareholders. Each of Mr. Siu, Mrs. Siu, Lion
Spring Enterprises Limited, Diamond Vista Holdings Limited and BNP Paribas Singapore Trust
Corporation Limited as the trustee of The JANTS Trust confirms that he/she/it does not hold or
conduct any business which competes, or is likely to compete, either directly or indirectly, with our

business.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS AND THEIR
RESPECTIVE CLOSE ASSOCIATES

In the opinion of our Directors, our Group is capable of carrying on our business independently
of, and does not place undue reliance on, our Controlling Shareholders or their respective close

associates, taking into account the following factors:

Financial independence

Our Group has an independent financial system, makes financial decisions according to its own
business needs, and has sufficient capital to operate our business independently, and adequate internal
resources and a strong credit profile to support our daily operations.

As at the Latest Practicable Date, the trade related and non-trade related amounts due to, or from,
the Controlling Shareholders, or their respective close associates, have been fully settled, and the
guarantees provided to our Group by the Controlling Shareholders or their respective close associates
shall be released on or before the Listing Date.

Operational independence

Our Group has established its own organisational structure comprising individual departments,
each with specific areas of responsibilities. Our Group has not shared its operational resources, such
as suppliers, subcontractors, customers, marketing, sales and general administrative resources, with
the Controlling Shareholders and/or their respective close associates during the Track Record Period.

Save as disclosed below, no services, premises and facilities shall be provided by the Controlling
Shareholders and/or their respective close associates to our Group during the Track Record Period.

Our Directors confirm that, save as disclosed below, none of the Controlling Shareholders,
Directors, or their respective close associates, has any relationship with the suppliers, subcontractors

and customers of our Group during the Track Record Period.

— 210 —



RELATIONSHIP WITH CONTROLLING SHAREHOLDERS AND
NON-COMPETITION UNDERTAKING

Independence of management

Our Board comprises four (4) executive Directors and three (3) independent non-executive
Directors.

Each of our Directors is aware of his or her fiduciary duties as a Director, which require, among
other things, that he or she acts for the benefit, and in the best interests, of our Company, and does
not allow any conflict to occur between his or her duties as a Director and his or her personal interest.
In the event that there is a potential conflict of interest arising out of any transaction to be entered
into between our Group and our Directors, or their respective close associates, the interested
Director(s) shall abstain from voting at the relevant Board meetings of our Company in respect of such
transactions, and shall not be counted in the quorum.

Three (3) of the members of our Board are independent non-executive Directors, who are either
well-educated, and have extensive experience in different areas, or are professionals, and have been
appointed pursuant to the requirements under the Listing Rules to ensure that the decisions of our
Board are made only after due consideration of independent and impartial opinions. Our Directors
believe that the presence of Directors from different backgrounds provides a balance of views and
opinions.

Furthermore, our Board’s main functions include the provision of approvals for the overall
business plans and strategies of our Group, the monitoring of the implementation of such policies, and
of the strategies and management of our Company. Our Board acts collectively by majority decisions
in accordance with the Articles and applicable laws, whereby no single Director shall have any
decision-making power unless otherwise authorised by our Board.

Having considered the above factors, our Directors are satisfied that they are able to perform
their relevant roles in our Company independently, and are of the view that our Group is capable of
managing its business independently from the Controlling Shareholders and their respective close
associates after the Listing.

CORPORATE GOVERNANCE MEASURES

Our Company shall adopt the following measures to manage any conflict of interest, and to
safeguard the interests of our Shareholders:

1. the independent non-executive Directors shall review relevant matters pertaining to the
compliance by Mr. Siu, Mrs. Siu, Lion Spring Enterprises Limited, Diamond Vista Holdings
Limited and BNP Paribas Singapore Trust Corporation Limited as the trustee of The JANTS
Trust with the provisions of the Deed of Non-competition (as defined below) on an annual
basis;

2. Mr. Siu, Mrs. Siu, Lion Spring Enterprises Limited, Diamond Vista Holdings Limited, BNP
Paribas Singapore Trust Corporation Limited as the trustee of The JANTS Trust undertake
to provide all information requested by our Company that are required for the annual review
by the independent non-executive Directors, and the enforcement, of the Deed of
Non-competition;

— 211 —



RELATIONSHIP WITH CONTROLLING SHAREHOLDERS AND
NON-COMPETITION UNDERTAKING

3. our Company shall disclose decisions on issues reviewed by the independent non-executive
Directors relating to the compliance and enforcement of the Deed of Non-competition by
Mr. Siu, Mrs. Siu, Lion Spring Enterprises Limited, Diamond Vista Holdings Limited and
BNP Paribas Singapore Trust Corporation Limited as the trustee of The JANTS Trust in the
Company’s annual reports;

4. Mr. Siu, Mrs. Siu, Lion Spring Enterprises Limited, Diamond Vista Holdings Limited and
BNP Paribas Singapore Trust Corporation Limited as the trustee of The JANTS Trust shall
make a declaration on compliance with the Deed of Non-competition on an annual basis in
our Company’s annual report; and

5.  the Articles provide that a Director shall abstain himself or herself from participating in
Board meetings, nor shall he be counted in the quorum of such meetings, and shall abstain
himself or herself from voting on any resolution of our Board approving any contract,
arrangement and/or other proposal in which he/she or any of his/her associates is materially
interested, unless a majority of our independent non-executive Directors expressly require
him to attend.

Further, any transaction that is proposed to be entered into between our Group and our
Controlling Shareholders, and/or their respective associates, shall be required to comply with the
requirements of the Listing Rules, including, where appropriate, reporting, annual review,
announcement and independent Shareholders’ approval requirements.

With the measures set out above, our Directors believe that the interest of our Shareholders shall
be protected.

COMPETING INTEREST

Our Controlling Shareholders and our Directors do not have any interest in any business apart
from our Group’s business, which competes or is likely to compete, directly or indirectly, with our
business, and would require disclosure pursuant to Rule 8.10 of the Listing Rules.

DEED OF NON-COMPETITION

Mr. Siu, Mrs. Siu, Lion Spring Enterprises Limited, Diamond Vista Holdings Limited and BNP
Paribas Singapore Trust Corporation Limited as the trustee of The JANTS Trust (each the
“Covenantor”, and collectively, the “Covenantors”) entered into the Deed of Non-competition in
favour of our Group, with an aim to avoid any possible future competition between our Group and each
of the Covenantors. Pursuant to the Deed of Non-competition, each of the Covenantors has jointly,
severally, irrevocably and unconditionally undertaken and covenanted with the Company (for itself,
and as trustee of our subsidiaries) that, during the period that the Deed of Non-competition remains
effective, he/she/it and his/her/its respective associates shall not, directly or indirectly, be interested,
involved or engaged, or acquire or hold any right or interest, in any business which competes with the
existing business engaged by our Group from time to time, save for the holding of not more than 5%
of shareholding interest (individually or with his/her/its respective associates) in any company listed
on a recognised stock exchange, and he/she/it or his/her/its respective associates is not entitled to
appoint a majority of the directors or management of that company.
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Each of the Covenantors further undertakes that, should he/she/it or his/her/its respective
associates be aware of any project, or new business opportunity, that may compete with our business,
he/she/it or his/her/its respective associates shall refer such project or new business opportunity to our

Group for consideration.

Our Company shall adopt the following procedures to ensure that the provisions of the Deed of

Non-competition are observed at all times:

(a) Our independent non-executive Directors shall review, on an annual basis, the above
undertakings from the Covenantors, and evaluate the effective implementation of the terms

and conditions of the Deed of Non-competition; and

(b) each of the Covenantors shall further undertake and covenant with our Company that:

(i) for so long as the Deed of Non-competition remains in effect, he/she/it shall promptly
provide our Company with such information as our Company shall, from time to time,
reasonably request to ascertain compliance by the Covenantors of their obligations

under the Deed of Non-competition; and

(i1) if requested by our Company, he/she/it shall issue a letter to the Company, confirming
his/her/its full compliance with the relevant terms and conditions of the Deed of
Non-competition, and consenting to our Company’s disclosure of the contents of such
letter in the annual report of our Company, and/or such other documents as otherwise

published by our Company.

The terms and conditions of the Deed of Non-competition are conditional on, and take effect

upon, the Listing.

The Deed of Non-competition shall terminate on the earlier date on which: (i) our Company
becomes wholly-owned by the Covenantors and/or their respective associates (whether individually or
collectively); or (ii) the securities of our Company cease to be listed on the Stock Exchange, or any

other stock exchange recognised under the SFO.
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SHARE CAPITAL

Assuming the Over-allotment Option is not exercised at all, and without taking into account any
Shares which may be issued upon the exercise of any options that may be granted under the Share
Option Scheme, our issued share capital immediately following the Share Offer will be as follows:

Authorised share capital HKS$

2,000,000,000 Shares 20,000,000

Issued and to be issued, fully paid or credited as fully paid upon completion of the Share Offer and

the Capitalisation Issue:

HK$

4 Shares in issue as at the date of this prospectus 0.04

899,999,996 Shares to be issued pursuant to the Capitalisation 8,999,999.96
Issue

300,000,000 Shares to be issued pursuant to the Share Offer 3,000,000

1,200,000,000 Shares in total 12,000,000

Assuming the Over-allotment Option is exercised in full, and without taking into account any
Shares which may be issued upon the exercise of any options that may be granted under the Share

Option Scheme, our issued share capital immediately following the Share Offer will be as follows:

Authorised share capital HKS$
2,000,000,000 Shares 20,000,000

Issued and to be issued, fully paid or credited as fully paid upon completion of the Share Offer,
Capitalisation Issue and exercise of the Over-allotment Option:

HK$
4 Shares in issue as at the date of this prospectus 0.04
899,999,996 Shares to be issued pursuant to the Capitalisation 8,999,999.96
Issue
300,000,000 Shares to be issued pursuant to the Share Offer 3,000,000
54,000,000 Shares to be issued upon exercise of the 540,000
Over-allotment Option in full

1,254,000,000 Shares in total 12,540,000
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ASSUMPTIONS

The above table was prepared under the assumption that the Share Offer becomes unconditional,
and the issue of Shares pursuant to the Share Offer and the Capitalisation Issue are effected. No
account was taken of any Shares which may be allotted and issued pursuant to the exercise of the
options which may be granted under the Share Option Scheme, or any Shares which may be issued or
repurchased by us pursuant to the general mandates granted to our Directors to issue or repurchase

Shares as described below.

RANKING

The Offer Shares, including the Shares to be issued pursuant to the exercise of the
Over-allotment Option, shall rank pari passu in all respects with all Shares now in issue or to be issued
as mentioned in this prospectus, and, in particular, shall qualify in full for all dividends or other
distributions declared, made or paid on the Shares in respect of a record date which falls after the date
of Listing other than participation in the Capitalisation issue.

CAPITALISATION ISSUE

Pursuant to the written resolutions of our sole Shareholder passed on 23 January 2017, and
subject to the share premium account of our Company having sufficient balance, or otherwise being
credited as a result of the issue of Offer Shares pursuant to the Share Offer, our Directors are
authorised to allot and issue a total of 899,999,996 Shares credited as fully paid at par to the holder(s)
of Shares on the register of members of our Company in the Cayman Islands at the close of business
on such date as the Directors may direct, in proportion to their respective shareholdings (save that no
Shareholder shall be entitled to be allotted or issued any fraction of a Share) by way of capitalisation
of the sum of HK$8,999,999.96 standing to the credit of the share premium account of our Company.
The Shares to be allotted and issued pursuant to this resolution shall rank pari passu in all respects

with the existing issued Shares.

GENERAL MANDATE TO ISSUE SHARES

Conditional on the fulfilment of conditions as stated in section headed “Structure and Conditions
of the Share Offer” in this prospectus, our Directors have been granted a general unconditional
mandate to allot, issue and deal with Shares with a total nominal value of not more than the sum of
20% of the aggregate nominal value of the share capital of our Company in issue immediately
following the completion of the Share Offer and the Capitalisation Issue (such share capital being
exclusive of any Shares which may be issued pursuant to the exercise of the Over-allotment Option).

This mandate does not cover Shares to be allotted, issued, or dealt with under a rights issue, or
upon the exercise of the Over-allotment Option or the options which may be granted under the Share
Option Scheme. This general mandate to issue Shares shall expire at the earliest of the following:

(a) the conclusion of our Company’s next annual general meeting; or
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(b) the expiration of the period within which our Company’s next annual general meeting is
required to be held by any applicable laws of the Cayman Islands or the Articles of
Association; or

(c) the date on which this general mandate is varied or revoked by an ordinary resolution of
our Shareholders in our Company’s general meeting.

Further details of this general mandate are set out to the section headed “A. Further Information
about Our Company — 5. Written resolutions of our sole Shareholder passed on 23 January 2017” in
Appendix IV to this prospectus.

GENERAL MANDATE TO REPURCHASE SHARES

Conditional on fulfilment of the conditions as stated in section headed “Structure and Conditions
of the Share Offer” of this prospectus, our Directors have been granted a general unconditional
mandate to exercise all our powers to repurchase Shares (which may be listed on the Stock Exchange
or on any other stock exchange which is recognised by the SFC and the Stock Exchange for this
purpose) with an aggregate nominal value of not more than 10% of the aggregate nominal value of our
Company’s share capital in issue immediately following the completion of the Share Offer and the
Capitalisation Issue (excluding Shares which may be issued under the Over-allotment Option or
pursuant to the exercise of the options which may be granted under the Share Option Scheme) (the
“Repurchase Mandate”).

The Repurchase Mandate only relates to repurchases made on the Stock Exchange, or on any
other stock exchange on which the Shares may be listed (and which is recognized by the SFC and the
Stock Exchange for this purpose), and is made in connection with all applicable laws and regulations
and the requirements of the Listing Rules. A summary of the relevant Listing Rules is set out in the
section headed “A. Further Information about Our Company — 6. Repurchase of our Shares by our
Company” in Appendix IV to this prospectus.

The Repurchase Mandate shall expire at the earliest of the following:

(i) the conclusion of our Company’s next annual general meeting; or

(ii) the expiration of the period within which our Company’s next annual general meeting is
required to be held by any applicable laws of the Cayman Islands or the Articles of
Association; or

(iii) the date on which this general mandate is varied or revoked by an ordinary resolution of
our Shareholders in our Company’s general meeting.

Further details of the Repurchase Mandate are set out in the section headed “A. Further
Information about Our Company — 5. Written resolutions of our sole Shareholder passed on 23
January 2017” in Appendix IV to this prospectus.
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SHARE OPTION SCHEME

We have conditionally adopted the Share Option Scheme on 23 January 2017. Details of the
principal terms of the Share Option Scheme are summarised in the section headed “D. Share Option

Scheme” as set out in Appendix IV to this prospectus.

Our Group does not have any outstanding share options, warrants, convertible instruments,

pre-IPO share options or similar rights convertible into the Shares as at the Latest Practicable Date.
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So far as our Directors are aware, immediately following the completion of the Share Offer and
the Capitalisation Issue (without taking into account any exercise of the Over-allotment Option and/or
any options that may be granted under the Share Option Scheme), the following persons shall have an
interest or short position in the Shares, or the underlying Shares, which would fall to be disclosed to
our Company under provisions of Divisions 2 and 3 of Part XV of the SFO, or who shall, directly or
indirectly, be interested in 10% or more of the nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings of our Group:

Approximate

percentage of

No. of Shares shareholding in
held after our Company
completion of after completion
the Share Offer of the Share
and the Offer and the
Capitalisation Capitalisation

Name Nature of Interest Issue Issue
Ms. Wong Fei Heung Beneficiary and founder of a 840,000,000 70%
Terbe " discretionary trust, interest in a

controlled corporation

Mr. Siu Chun Yiu Interest in spouse 840,000,000 70%
Jonathan®

Lion Spring Enterprises Beneficial owner 840,000,000 70%
Limited®

Diamond Vista Holdings Interest in a controlled 840,000,000 70%
Limited® corporation

BNP Paribas Singapore Interest in a controlled 840,000,000 70%
Trust Corporation corporation
Limited®

Notes:

@) To the best of our Directors” knowledge, information and belief, and having made all reasonable enquiries,
immediately upon completion of the Capitalisation Issue and the Share Offer. Mrs. Siu is deemed to be interested
in 840,000,000 Shares of our Company’s total issued share capital for the purposes of the SFO as founder and one
of the beneficiaries of The JANTS Trust.

(2)  Mr. Siu is the spouse of Mrs. Siu. Accordingly, to the best of our Directors’ knowledge, information and belief,
and having made all reasonable enquiries, immediately upon completion of the Capitalisation Issue and the Share
Offer, Mr. Siu is deemed to be interested in the Shares which Mrs. Siu is interested in for the purpose of the SFO.

(3) Lion Spring Enterprises Limited, which owns 70% of the issued share capital of our Company, is owned as to
23.23% by Mr. Siu Chun Yiu Jonathan, the trustee of AMSC GRAT of 2017 and 76.77% by Diamond Vista
Holdings Limited, which in turn is wholly-owned by BNP Paribas Singapore Trust Corporation Limited as the
trustee of The JANTS Trust.
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(4)  BNP Paribas Singapore Trust Corporation Limited, as trustee of The JANTS Trust, holds 100% of the issued share
capital of Diamond Vista Holdings Limited. The JANTS Trust is a discretionary trust established by Mrs. Siu as
settlor and BNP Paribas Singapore Trust Corporation Limited as trustee. The beneficiaries of The JANTS Trust
are Mrs. Siu and the children born to Mr. Siu and Mrs. Siu. By virtue of the SFO, the trustee is deemed to be
interested in the Shares in which Diamond Vista Holdings Limited is interested.

Save as disclosed in this section, our Directors are not aware of any persons who, immediately
following completion of the Share Offer and the Capitalisation Issue (not taking into account any
exercise of the Over-allotment Option and/or any options that may be granted under the Share Option
Scheme), shall have an interest or a short position in the Shares, or underlying Shares, which would
fall to be disclosed to our Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or shall be, directly or indirectly, interested in 10% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general meetings of our Group, and are,

therefore, regarded as substantial shareholders under the Listing Rules.

We are not aware of any arrangement which may result in any change of control in our Company

at any subsequent date.
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DIRECTORS

Our Board currently consists of seven (7) Directors, comprising four (4) executive Directors, and
three (3) independent non-executive Directors. The following table sets out relevant information

regarding our Directors:

Relationship with

Date of other Directors
Name of appointment Date of joining or senior
Directors Age as Director our Group Position/Title Roles and responsibilities management
Mr. Siu Chun 65 16 August 7 October 1991 Executive Director and  Responsible for attending to the spouse of Mrs.
Yiu Jonathan 2016 Chairman overall strategic management Siu
(R A1) and development of our Group’s

business operations, marketing,
business development and

finance
Ms. Wong Fei 43 16 August 2 November 1998 Executive Director Responsible for overseeing our spouse of Mr. Siu
Heung Terbe 2016 Group’s business development
(EIF)
Ms. Yip Kam 47 16 August 22 October 1991 Executive Director Responsible for attending to our Nil
Ling (ZEH%) 2016 Group’s business development,
administration and human
resources matters
Mr. Ho King 46 16 August 1 April 2003 Executive Director Responsible for attending to the Nil
Chiu (fi 5/8) 2016 business development and
monitoring of all projects within
our Group
Mr. Chui Kwong 67 20 January 20 January Independent Responsible for attending to the Nil
Fun (7 B) 2017 2017 non-executive Director  supervision and provision of
independent judgment to our
Board
Mr. Leung Siu 41 20 January 20 January Independent Responsible for attending to the Nil
Hong 2017 2017 non-executive Director  supervision and provision of
(RIERE) independent judgment to our
Board
Mr. Li Ching 49 20 January 20 January Independent Responsible for attending to the Nil
Wing 2017 2017 non-executive Director  supervision and provision of
(ZIES) independent judgment to our
Board
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Executive Directors

Mr. Siu Chun Yiu Jonathan (B#RME) (“Mr. Siu”), aged sixty-five (65), is our Company’s
executive Director and Chairman, and the spouse of Ms. Wong Fei Heung Terbe. Mr. Siu was
appointed as our Company’s executive Director and Chairman on 16 August 2016, and is responsible
for attending to the overall strategic management and development of our Group’s business operations,
marketing, business development and finance. Mr. Siu has more than twenty-five (25) years of

experience in the construction machinery industry.

Mr. Siu obtained a Bachelor of Engineering in Mechanical Engineering from the National Cheng
Kung University, Taiwan in June 1973.

Ms. Wong Fei Heung Terbe (E3E%) (“Mrs. Siu”), aged forty-three (43), is our Company’s
executive Director, and is responsible for overseeing our Group’s business development, in particular,
liaising with our local customers. Mrs. Siu joined our Group in November 1998, and was appointed
as our Company’s executive Director on 16 August 2016. Mrs. Siu has more than nineteen (19) years
of experience in the construction machinery industry. Prior to joining our Group, she was employed
as a clerk by Kingland Concrete Drilling Company Limited from February 1997 to October 1998.

Mrs. Siu was admitted to Secondary One of the Hong Kong Taoist Association Ching Chung
Secondary School in September 1985, and left in July 1990 after completion of Secondary Five.

Ms. Yip Kam Ling (¥#83) (“Ms. Yip”), aged forty-seven (47), is our Company’s executive
Director, and is responsible for attending to our Group’s business development, administration and
human resources matters. Ms. Yip joined our Group in October 1991, and was appointed as our
Company’s Director on 16 August 2016. Ms. Yip has more than twenty-five (25) years of experience
in the construction machinery industry. Her duties include overseeing the accounting matters of our
Group and co-ordinating affairs among different departments to ensure sufficiency of office support
for the operation of our Group.

Ms. Yip passed the School Certificate Examination of St. Johannes College in July 1986. She
also passed the book-keeping examination of the London Chamber of Commerce and Industry
Examinations Board, and the Commercial Studies Examination of The Chinese Young Men’s Christian
Association Hong Kong in spring 1987 and in May 1987, respectively, and completed the training
course on Trade Finance and Import/Export Procedures organised by the Chinese Manufacturers’
Association of Hong Kong in May 1990.

Mr. Ho King Chiu (fI&#) (“Mr. Ho”), aged forty-six (46), is our Company’s executive
Director, and is responsible for attending to the business development and monitoring of all projects
within our Group. Mr. Ho joined our Group in April 2003, and was appointed as our Company’s
Director on 16 August 2016. His duties include overseeing sales and marketing activities of our
Company. Mr. Ho has more than twenty-five (25) years of experience in the construction machinery
industry. During the period from October 1991 to October 2002, Mr. Ho was a sales manager at Yau
Hing Marine Store & Old Metal Dealer which is a construction machinery leasing company.
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Mr. Ho completed a two-year course of Sixth Form Education in St. Benedict’s Secondary
Technical School in July 1991.

Independent non-executive Directors

Mr. Chui Kwong Fun (& E®) (“Mr. Chui”), aged sixty-seven (67), was appointed as our
independent non-executive Director on 20 January 2017.

Mr. Chui has over twenty-five (25) years of experience in the field of engineering. Mr. Chui
joined the Government in June 1981 as a geotechnical engineer of the Public Works Department. He
was transferred to various governmental departments over the years, and he retired from the
Government in October 2009, with his last position as a senior geotechnical engineer in the
Architectural Services Department. Since February 2008, Mr. Chui has been the director of One Circle
Limited, a company limited by guarantee incorporated to promote the faith of Christianity.

Mr. Chui graduated from National Taiwan University, Taiwan, with a Bachelor of Science in
Engineering in June 1972, and also obtained a Master’s degree in Engineering from the Asian Institute
of Technology, Thailand in May 1975.

Mr. Leung Siu Hong (RJKEE) (“Mr. Leung”), aged forty-one (41), was appointed as our
independent non-executive Director on 20 January 2017.

Mr. Leung has over eighteen (18) years of experience in the fields of auditing, corporate finance
and accounting, and has been the financial controller and company secretary of China Starch Holdings
Limited (stock code: 3838) since February 2008. He was the financial controller, qualified accountant
and company secretary of Ta Yang Group Holdings Limited (stock code: 1991) from March 2006 to
January 2008. The shares of both China Starch Holdings Limited and Ta Yang Group Holdings Limited

are listed on the Main Board.

Mr. Leung has been an independent non-executive director of Legend Strategy International
Holdings Group Company Limited (stock code: 1355) since June 2015, and China Partytime Culture
Holdings Limited (stock code: 1532) since August 2015 respectively. The shares of both Legend
Strategy International Holdings Group Company Limited and China Partytime Culture Holdings
Limited are listed on the Main Board. Mr. Leung is also an independent non-executive director of
A.Plus Group Holdings Limited (stock code: 8251) since March 2016, the shares of which are listed
on the Growth Enterprise Market of the Stock Exchange.

Mr. Leung graduated from University of Aberdeen, Scotland, with a designated degree of Master
of Arts in Accountancy in October 1997. He also obtained a degree of Master of Corporate Governance
from The Hong Kong Polytechnic University in October 2011, and a Master of Science degree in
Financial Analysis from The Hong Kong University of Science and Technology in June 2014. He was
admitted as a member of the Association of Chartered Certified Accountants (the “ACCA”) in May
2002, and became a fellow of ACCA in May 2007. He was also admitted as a member of the Hong
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Kong Institute of Certified Public Accountants (the “HKICPA”) in June 2002 and became a fellow of
HKICPA in February 2010. Mr. Leung has also been elected as an associate and a fellow of both The
Hong Kong Institute of Chartered Secretaries and The Institute of Chartered Secretaries and

Administrators in October 2011 and July 2013, respectively.

Mr. Li Ching Wing (ZF1E &) (“Mr. Li”), aged forty-nine (49), was appointed as our independent