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IMPORTANT

If you are in any doubt about any of the contents of the prospectus, you should obtain independent professional advice.
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Number of Offer Shares : 500,000,000 Shares (subject to the Over-allotment
Option)
Number of Public Offer Shares : 50,000,000 Shares (subject to reallocation)

Number of Placing Shares : 450,000,000 Shares (subject to reallocation and
the Over-allotment Option)

Offer Price : Not more than HK$0.35 per Offer Share and
expected to be not less than HK$0.25 per Offer
Share, plus brokerage of 1.0%, SFC transaction
levy of 0.0027% and Stock Exchange trading
fee of 0.005% (payable in full on application in
Hong Kong dollars and subject to refund)
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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 the 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 the prospectus.

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

The Offer Price is expected to be determined by agreement between our Company and the Joint Global Coordinators (for themselves and
on behalf of the Underwriters) on or around the Price Determination Date. The Offer Price will be not more than HK$0.35 per Offer
Share and is expected to be not less than HK$0.25 per Offer Share, unless otherwise announced.

The Joint Global Coordinators (for themselves and on behalf of the Underwriters) may, with our Company’s consent, reduce the indicative Offer
Price range stated in the prospectus and/or the number of Offer Shares being offered 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 indicative Offer Price range and/or the number of Offer
Shares will be published on the website of the Stock Exchange at www.hkexnews.hk and our website at semhld.com not later than the morning
of the last day for lodging applications under the Public Offer. Further details are set out in the sections headed “Structure and Conditions of the
Share Offer” and “How to Apply for Public Offer Shares” in the prospectus.

If, for any reason, the Offer Price is not agreed between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and
our Company on or around Friday, 7 February 2020 and in any event no later than 5:00 p.m. on Monday, 10 February 2020 or such later date as
may be agreed by our Company and the Joint Global Coordinators (for themselves and on behalf of the Underwriters), the Share Offer will not
become unconditional and will lapse immediately.

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

The obligations of the Underwriters under the Underwriting Agreements are subject to termination by the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Such grounds are set out in the
paragraph headed “Underwriting — Underwriting arrangements and expenses — Public Offer — Grounds for termination” in the prospectus.
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EXPECTED TIMETABLE

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

Latest time to complete electronic applications under the
HK eIPO White Form service through the designated website
at www.hkeipo.hk or IPO App, which can be downloaded by
searching “IPO App” in App store or Google Play or
downloaded at www.hkeipo.hk/TPOApp or
www.tricorglobal.com/IPOApPP‘® . . . .. ... .. ... .. ... . .. ... 11:30 a.m. on
Wednesday, 5 February 2020

Application lists for Public Offer open™® ... ... .. ... ... ... .. ... .......... 11:45 a.m. on
Wednesday, 5 February 2020

Latest time for lodging WHITE and YELLOW Application
Forms . .. 12:00 noon on
Wednesday, 5 February 2020

Latest time for give electronic application instructions
to HKSCC Y L 12:00 noon on
Wednesday, 5 February 2020

Latest time to complete payment of HK eIPO White Form
applications by effecting internet banking transfer(s) or
PPS payment transfer(s) ... ...... .. 12:00 noon on
Wednesday, 5 February 2020

Application lists of the Public Offer close™® ... .......................... 12:00 noon on
Wednesday, 5 February 2020

Expected Price Determination Date®™ .. .. ....................... Friday, 7 February 2020

Announcement of the final Offer Price, the level of indication 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 our Company at semhld.com‘®
and the Stock Exchange at www.hkexnews.hk on or before. . . .. Thursday, 13 February 2020

Results of allocations in the Public Offer (with successful
applicants’ identification document or business registration
numbers, where appropriate) to be available through a variety
of channels as described in the paragraph headed “How to
Apply for Public Offer Shares — 11. Publication of results” in
the prospectus including the website of our Company at
semhld.com® and the Stock Exchange at www.hkexnews.hk
from. . .. Thursday, 13 February 2020



EXPECTED TIMETABLE

Results of allocations in the Public Offer will be available at
www.tricor.com.hk/ipo/result and www.hkeipo.hk/iporesult
or IPO App with a “search by ID” function from ............ Thursday, 13 February 2020

Despatch/Collection of Share certificates or deposit of the Share
certificates into CCASS in respect of wholly or partially
successful applications pursuant to the Public Offer on or
before ) Thursday, 13 February 2020

Despatch of HK eIPO White Form e-Auto Refund payment
instructions and despatch/collection of 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) or wholly or partially unsuccessful applications
pursuant to the Public Offer on or before®®. . . ... ... ... ... . Thursday, 13 February 2020

Dealings in the Shares on the Stock Exchange expected to
commence at 9:00 a.m. on. . ... .. Friday, 14 February 2020

Notes:
1. All times and dates refer to Hong Kong local times and dates, unless otherwise stated.

2. You will not be permitted to submit your application through the designated website at www.hkeipo.hk or IPO
App, 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 tropical cyclone warning signal number eight or above, “extreme conditions” caused by super
typhoons or a “black” rainstorm warning in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon
on Wednesday, 5 February 2020, the application lists will not open on that day. See the paragraph headed “How
to Apply for Public Offer Shares — 10. Effect of bad weather and/or extreme conditions on the opening of the
application lists” in the prospectus.

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

5. The Price Determination Date is expected to be on or around Friday, 7 February 2020 and in any event no later
than 5:00 p.m. on Monday, 10 February 2020 or such later date as may be agreed by our Company and the Joint
Global Coordinators (for themselves and on behalf of the Underwriters). If, for any reason, the Offer Price is not
agreed between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our
Company, the Share Offer will not proceed and will lapse.

6. None of the website or any of the information contained on the website forms part of the prospectus.

7. Share certificates will only become valid at 8:00 a.m. on Friday, 14 February 2020 provided that the Share Offer
has become unconditional and the right of termination described in the paragraph headed “Underwriting —
Underwriting arrangements and expenses — Public Offer — Grounds for termination” in the prospectus has not
been exercised. Investors who trade Shares on the basis of publicly available allocation details 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.
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EXPECTED TIMETABLE

8. e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Public Offer and also in respect of wholly or partially successful applications in the
event that the final Offer Price is less than the price payable per Offer Share on application. Part of the
applicant’s Hong Kong identity card number or passport number, or, if the application is made by joint
applicants, part of the Hong Kong identity card number or passport number of the first-named applicant,
provided by the applicant(s) may be printed on the refund cheque, if any. Such data would also be transferred to
a third party for refund purposes. Banks may require verification of an applicant’s Hong Kong identity card
number or passport number before encashment of the refund cheque, if any. Inaccurate completion of an
applicant’s Hong Kong identity card number or passport number may invalidate or delay in encashment of the
refund cheque, if any.

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

9. Applicants who apply on WHITE Application Forms or through the HK eIPO White Form service for
1,000,000 or more Public Offer Shares and have provided all information required by the Application Form may
collect any refund cheques and/or Share certificates (where applicable) in person from our Company’s Hong
Kong Branch Share Registrar, Tricor Investor Services Limited, from 9:00 a.m. to 1:00 p.m. on Thursday, 13
February 2020 or such other date as notified by our Company on the website of our Company at semhld.com or
the Stock Exchange at www.hkexnews.hk as the date of despatch/collection of Share certificates/refund
cheques/e-Auto Refund payment instructions. Applicants being individuals who are eligible for personal
collection may not authorise any other person to collect on their behalf. Applicants being corporations which are
eligible for personal collection must attend through their authorised representatives bearing letters of
authorisation from their corporation stamped with the corporation’s chop. Both individuals and authorised
representatives of corporations must produce evidence of identity acceptable to our Company’s Hong Kong
Branch Share Registrar at the time of collection.

Applicants who apply on YELLOW Application Forms for 1,000,000 or more Public Offer Shares and have
provided all information required by the Application Form may collect their refund cheques, if any, in person
but may not elect to collect their Share certificates as such Share certificates will be issued in the name of
HKSCC Nominees and deposited into CCASS for the credit to their or the designated CCASS Participants’ stock
account as stated in their Application Forms. The procedures for collection of refund cheques for YELLOW
Application Form applicants are the same as those for WHITE Application Form applicants.

Applicants who have applied for Public Offer Shares by giving electronic application instructions to HKSCC
should refer to the paragraph headed “How to Apply for Public Offer Shares — 14. Despatch/Collection of Share
certificates and refund monies — Personal collection — (iv) If you apply via electronic application instructions to
HKSCC” in the prospectus for details.

Applicants who have applied for less than 1,000,000 Public Offer Shares and any uncollected Share certificates
and/or refund cheques will be despatched by ordinary post, at the applicants’ risk, to the addresses specified in
the relevant applications. Further information is set out in the paragraphs headed “How to Apply for Public
Offer Shares — 13. Refund of application monies” and “How to Apply for Public Offer Shares — 14.
Despatch/Collection of Share certificates and refund monies” in the prospectus.

The above expected timetable is a summary only. You should read carefully the
sections headed “Structure and Conditions of the Share Offer” and “How to Apply for
Public Offer Shares” in the prospectus for details of the structure and conditions of the
Share Offer, including the conditions of the Share Offer and the procedures for application
for the Public Offer Shares.
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IMPORTANT NOTICE TO INVESTORS

The prospectus is issued by our Company, solely in connection with the Share Offer and
the Offer Shares and does not constitute an offer to sell or a solicitation of an offer to buy
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SUMMARY

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

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

BUSINESS MODEL
Overview

Founded in 2006, we are an established E&M engineering works contractor in Macau with our
focus on providing electrical-related E&M engineering works. During the Track Record Period, the
scope of our E&M engineering works mainly consisted of supply, installation and maintenance of
electrical system, for new and existing buildings in the projects of commercial and residential
development, hotel development, casino development and hotel renovation in Macau. All our revenue
was derived from Macau during the Track Record Period.

The following table sets forth the breakdown of our revenue attributable to the provision of
E&M engineering works during the Track Record Period by property type:

FY2016 FY2017 FY2018 TM2018 T™M2019
MOP’000 %  MOP’000 % MOP'000 % MOP’000 %  MOP’000 %
(unaudited)
Hotels and casino 101,747 729 116,707 56.1 89,960 486 60431 SLO 77,665 70.6
Residential properties 1,320 0.9 1,067 0.5 4,350 24 168 0.1 6,048 6.0
Commercial properties 31,722 27 90,139 434 8977 484 57932 488 24,002 218
Others 4,897 3.5 - - 1,192 0.6 112 0.1 1,729 1.6
Total 139,686 100.0 207,913 100.0 185,229 100.0 118,643 100.0 110,044 100.0

The following table sets forth the breakdown of our gross profit and gross profit margin
attributable to the provision of E&M engineering works during the Track Record Period by property

type:

FY2016 FY2017 FY2018 TM2018 TM2019
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
MOP'000 %  MOP'000 % MOP'000 % MOP'000 %  MOP'000 %
(unaudited)

Hotels and casino 25,498 25.1 32,042 21.5 30,123 335 16,399 271 22,894 29.5
Residential properties 232 17.6 215 20.2 1,120 257 47 28.1 1,976 297
Commercial properties 6,503 20.5 18,943 21.0 24,879 217 14917 257 6,762 28.2
Others 1,558 318 Nil Nil 219 183 23 20.6 388 24

Total 33,791 51,200 56,341 31,386 32,020

The following table sets forth the breakdown of our revenue attributable to the provision of
E&M engineering works during the Track Record Period by project nature:

FY2016 FY2017 FY2018 TM2018 T™M2019
MOP’000 %  MOP’000 % MOP000 % MOP’000 %  MOP’000 %
(unaudited)

Supply and installation 90,366 647 149773 720 164,387 88.7 102,771 86.6 82,067 74.6

Maintenance 436 03 JA] - 4,507 25 193 02 11,501 10.5
Supply, installation and

maintenance 48,384 35.0 58,117 28.0 16,335 8.8 15,679 132 16,476 14.9

Total 139,686 100.0 207,913 100.0 185,229 100.0 118,643 100.0 110,044 100.0
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The following table sets forth the breakdown of our gross profit and gross profit margin
attributable to the provision of E&M engineering works during the Track Record Period by project
nature:

FY2016 FY2017 FY2018 TM2018 TM2019
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
MOP'000 % MOP'000 % MOP'000 % MOP'000 % MOP'000 %
(unaudited)
Supply and installation 22,995 25.4 40,564 27.1 51,925 316 28,379 27.6 22,939 28.0
Maintenance 153 35.1 8 348 1,370 30.4 61 317 3,705 32
Supply, installation and
maintenance 10,643 218 10,628 183 3,046 18.6 2,946 18.8 5,376 326
Total 33,791 51,200 56,341 31,386 32,020
Revenue

The following table sets forth a breakdown of our Group’s tender success rate and revenue
by the latest contract sum of the projects (i.e. as revised due to variation and supplemental
orders, as the case may be) during the Track Record Period:

FY2016 FY2017 FY2018 TM2018 T™M2019
Tender success rate 16.7 218 374 29.5 404

No. MOP'000 %  No. MOP'000 %  No. MOP’000 %  No. MOP'000 %  No. MOP'000 %

Revenue by project size

Above MOP100 million 389308 639 3183307 882 392,124 497 3078482 66.2 428991 263
On or below MOP100

million and above

MOPI10 million 6 42247 302 SoonAa1 107 8 76339 41.2 6 36,153 305 T 43824 398
On or below MOP10

million and above

MOPI million T 7614 55 32389 LT 10 16575 90 S3840 32 17 35830 326
On or below MOP1

million 2 457 03 Nil Nl Nil | 191 0.1 1 168 0.1 6 139 13

Total ™" 18 139,680 1000 11 207913 100.0 22 185229 1000 15 118,643 100.0 34 110,044 100.0

Note: The figures and percentages above may not add up to the total due to rounding.

For the three years ended 31 December 2018, our revenue increased from approximately
MOP139.7 million in FY2016 to approximately MOP207.9 million in FY2017 and decreased to
approximately MOP185.2 million in FY2018. In 2015 and 2016, our Group was awarded with
certain project with a relatively larger scale in term of their latest contract sum of above
MOP100 million, namely being Project P1, Project P2 and Project P3. In particular, Project P1
and Project P3 were hotel and casinos projects which were awarded to us that could be
attributed to the Macau government’s various promotional campaigns and policies to support
tourism after the implementation of anti-corruption initiatives in 2015 by the Chinese central
government which slowed down the development of the gaming and tourism sectors according
to Frost & Sullivan. Having considered our limited capacity reserved for undertaking such large
scale projects, we adopted a more conservative approach in our bidding process leading to a
relatively lower tender success rate in FY2016, which generally increased throughout the Track
Record Period as the larger scale projects were approaching their latter stage and releasing more
of our capacity for us to resume our more pro-active approach and we started the bidding of
boutique projects since FY2017. As a result, the number of projects awarded increased since
FY2017. However, the fluctuation of our revenue was mainly attributed to their respective
project progress of such larger scale projects which accounted for approximately 63.9%, 88.2%
and 49.7%, respectively of our revenue for the three years ended 31 December 2018.
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Our revenue decreased from approximately MOP118.6 million in 7M2018 to approximately
MOP110.0 million in 7M2019, which was in line with the respective project progress of our
larger scale projects which were close to their completion stage and partially netted off by the
increase in revenue derived from the boutique projects which were newly awarded to us during
7M2019.

For details, please refer to the paragraph headed “Financial Information — Discussion and
Analysis of Financial Performance of Our Group — Revenue” of the prospectus.

Gross profit and Gross profit margin

Our gross profit amounted to approximately MOP33.8 million, MOP51.2 million,
MOPS56.3 million, MOP31.4 million and MOP32.0 million for FY2016, FY2017, FY2018,
7M2018 and 7M2019. Our gross profit increased by approximately MOP17.4 million or 51.5%
from approximately MOP33.8 million for FY2016 to approximately MOPS51.2 million for
FY2017. Such increase was mainly due to the increase in gross profit recorded from Project P1,
Project P2 and Project P3.

We recorded gross profit margin for our provision of E&M engineering works of 24.2%,
24.6%, 30.4%, and 29.1% during the three years ended 31 December 2018 and the seven months
ended 31 July 2019, respectively. The changes of our gross profit margin for the provision of
E&M engineering works during the Track Record Period is mainly affected by (i) our supply
and installation projects which recorded gross profit margin that is in line with the overall
changes in our gross profit margin during the Track Record Period at approximately 25.4%,
27.1%, 31.6% and 28.0% and contributed approximately MOP23.0 million, MOP40.6 million,
MOP51.9 million and MOP11.6 million of our gross profit during the Track Record Period; and
(ii) our supply, installation and maintenance projects which decreased during the Track Record
Period at approximately 21.8%, 18.3%, 18.6% and 32.6% and contributed approximately
MOP10.6 million, MOP10.6 million, MOP3.0 million and MOP5.4 million of our gross profit
during the Track Record Period.

For FY2016, FY2017 and FY2018, our gross profit margin for supply, installation and
maintenance projects was generally lower than that of supply and installation projects and
maintenance projects. For FY2016, FY2017 and FY2018, a significant portion of our gross
profit from supply, installation and maintenance projects was contributed by Project P1, which
had a relatively lower gross profit margin due to the relatively higher amount of subcontracting
works incurred for such project as compared to certain of our supply and installation projects
which had a relatively higher gross profit margin, such as Project P3 and Project P6. The higher
gross profit margin for Project P3 was mainly due to (i) the variation works as a result of the
alteration of the construction plan; and (ii) the larger number of imported labour quota allocated
to us resulting reduction in the cost in engaging for subcontracting works for Project P3, while
the higher gross profit margin for Project P6 was mainly due to our successful negotiation with
our customer in view of a short completion time.

Our gross profit margin increased from approximately 24.6% for FY2017 to 30.4% for
FY2018 which is mainly due to the combined effect of (i) the increase in our gross profit
margin from supply and installation projects which contributed approximately MOP40.6 million
of our gross profit in FY2017 and with a gross profit margin of approximately 27.1% and
contributed approximately MOP51.9 million of our gross profit in FY2018 and with a gross
profit margin of approximately 31.6%; and (ii) the increase in our gross profit margin from
supply, installation and maintenance projects which contributed approximately MOP10.6 million
of our gross profit in FY2017 and with a gross profit margin of approximately 18.3% and
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contributed approximately MOP3.0 million of our gross profit in FY2018 and with a gross profit
margin of approximately 18.6%.

Our gross profit remained stable of approximately MOP31.4 million for 7M2018 and
approximately MOP32.0 million for 7M2019. The gross profit margin for our provision of E&M
engineering works increased from approximately 26.5% for 7M2018 to approximately 29.1% for
7M2019. The increase was mainly attributable to the relatively higher gross profit margin
recorded for (i) supply installation and maintenance projects which was higher than that of
supply and installation projects and maintenance projects which was mainly driven by Project
P1 which contributed approximately MOP4.8 million of our gross profit for 7M2019 and were
at their latter stage and approaching practical completion, of which the cost in engaging for
subcontracting works was relatively lower and therefore a relatively higher gross profit margin is recorded
for such project; and (ii) Project P3 which contributed approximately MOP5.6 million of our gross profit
for 7M2019 which was due to the variation work agreed with Customer B during mid 2018 as mentioned
above where the gross profit from such variation works had a relatively greater contribution to the gross
profit for 7M2019 as compared to 7M2018.

Our Projects

We provided our E&M engineering works in Macau through Ready System (Macau) which has
registered with the DSSOPT as a registered contractor for execution of construction works (E Jifi T.
), and were generally engaged as a subcontractor or sub-subcontractor.

During the Track Record Period, while our projects were at various scales, major part of our
revenue was attributable to the large scale projects, i.e. Projects P1 to P10. Approximately 77.1%,
94.5%, 85.2% and 56.6% of our revenue in FY2016, FY2017, FY2018 and 7M2019 were attributable
to our projects each with recognised revenue of more than MOP10 million (MOP6 million for
7M2019) to us for the same periods, respectively. The initial contract sum of each of Projects P1 to
P9 is over MOP10 million and in particular, the initial contract sum of each of Projects P1 and P2 is
over MOP100 million. For further information of Projects P1 to P10, please refer to the paragraph
headed “Business — Our projects” in the prospectus.

During the Track Record Period, nearly all our E&M engineering works were provided for
private sector projects, while we had only five public sector projects, with their revenue recognised
in FY2016, FY2018 and 7M2019 at approximately MOP4.9 million, MOP255,000 and MOP367,000,
respectively.

For details, please refer to the paragraph headed “Financial Information — Discussion and
Analysis of Finance Performance of Our Group — Gross profit and gross profit margin”.

During the Track Record Period, we had completed 30 projects. As at 31 July 2019, we had 20
on-going projects (either in progress or yet to commence). After 31 July 2019 and up to the Latest
Practicable Date, we had completed two further projects and five new projects had been awarded. As
at the Latest Practicable Date, we had 23 on-going projects (either in progress or yet to commence).
These on-going projects are expected to be completed by FY2021. Our Directors expect that these
on-going projects will contribute revenue to us of approximately MOP85.1 million for the remaining
five months ending 31 December 2019, approximately MOPI157.9 million in FY2020 and
approximately MOP74.2 million in FY2021.

During the Track Record Period, we secured new businesses through direct invitation to submit
quotation/tender by our customers. Whether it was by way of quotation or tender, it is a matter of
form chosen by our customers, and nevertheless involved similar operation procedures. There is no
assurance that our customers will award us projects for every quotation/tender we submit. We must
face competitors.

Projects backlog

The following table sets forth the movement of our projects backlog during the Track Record
Period:

After Track Record
Period and up to the
Latest Practicable

FY2016 FY2017 FY2018 T™M2019 Date
(unaudited)
Opening number of projects backlog 14 13 12 20 20
Opening value of projects backlog (MOP’000) 356,551 328,502 140,571 53,409 225,798
Number of new projects (including variation orders)
awarded to us ) ) ) o 4 2 13 17 5
Total value of new projects (including variation
orders) awarded to us (MOP’000) 111,636 19,982 98,067 282,433 93,226
Number of projects completed
Revenue recognised (MOP’000) 139,686 207,913 185,229 110,044 88,081
Closing number of projects backlo 13 12 20 20 23
Closing value of projects backlog %MOP’OOO) 328,502 140,571 53,409 225,798 230,943
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Customers

During the Track Record Period, our customers were generally the main contractors or the E&M
engineering works subcontractors in the relevant development and renovation projects in Macau. In
FY2016, FY2017, FY2018 and 7M2019, our top five customers were Independent Third Parties, and
total revenue attributable to them amounted to approximately MOP133.3 million, MOP207.4 million,
MOP174.8 million and MOP102.4 million, representing approximately 95.4%, 99.7%, 94.4% and
93.0% of our total revenue, respectively. For further details of customers, please refer to the section
headed “Business — Our customers” in the prospectus.
Suppliers

Our suppliers during the Track Record Period generally included suppliers of electrical parts
and components such as cable containments, distribution boards, light fittings and wire accessories.
In FY2016, FY2017, FY2018 and 7M2019, save and except for Ready Electrical Metal Work Limited
and Shun Tat M&E Equipment Limited, our top five suppliers were Independent Third Parties, and
our total purchase attributable to our top five suppliers amounted to approximately MOP30.5 million,
MOP45.7 million, MOP37.2 million and MOP10.8 million, representing approximately 78.3%, 73.2%,
69.9% and 74.4% of our total purchase, respectively. For further details of suppliers, please refer to
the section headed “Business — Our suppliers” in the prospectus.

Subcontractors and imported workers

During the Track Record Period, we engaged our subcontractors to carry out those relatively
more labour intensive installation works or works required specific skill sets, as well as to provide
general labour support. In FY2016, FY2017, FY2018 and 7M2019, our top five subcontractors were
Independent Third Parties, and our cost in engaging our top five subcontractors amounted to
approximately MOP55.1 million, MOP82.8 million, MOP57.4 million and MOPS51.5 million,
representing approximately 86.2%, 90.9%, 79.6% and 82.9% of our total subcontracting costs,
respectively. For further details of our subcontractors, please refer to the section headed “Business —
Our subcontractors” in the prospectus.

We will also select and nominate imported workers from the PRC from our internal approved
list of imported workers to our customers and/or the main contractors for the allocation of the
imported labour quota. Upon the acceptance of our customers and/or the main contractors, they will
employ those imported workers and apply to the relevant Macau authority for them as the imported
labour, and then delegate them to work for us for the relevant projects, while we shall bear all the
relevant cost incurred such as their salaries and insurance expenses, which is recognised as our
subcontracting cost.

Therefore, during the Track Record Period, a majority of our subcontractors was also our
customers and a majority of subcontracting cost was attributable to the engagement of these imported
workers from the PRC. For further details, please refer to the paragraph headed “Business — Our
subcontractors — Imported workers” in the prospectus.

All these imported workers and our subcontractors are under supervision of and management by
our project team.

Operation flow

The operation flow of our typical E&M engineering works project generally starts from (i)
quotation/tender submission and acceptance; (ii) project implementation (which comprises (a)
forming project team; (b) preparing and submitting, among others, working drawing and detailed
work programme; (c¢) engaging imported workers and subcontractors; (d) procuring electrical parts
and components and renting machines and equipment; and (e) satisfying performance bond
requirements); (iii) installation, testing and commissioning; and (iv) defect liability period.

Actual duration of our projects, which refer to the period from date of commencement as stated
in the contract to the date of practical completion certificate, generally in average ranging from three
months to 24 months, are affected by a wide range of factors, including but not limited to project
scale, technical complexity, conditions of the site, input of machineries and labour, expectation of our
customers and amount of variation orders, while the defect liability period generally lasts for 12 to
24 months.

Once we are awarded with a project, we will form a project team from our full-time employees
which normally comprises a project manager, site supervisor and engineer (for details of our full-time
employees, please refer to the paragraph headed “Our employees” in this section). The size of our
project team depends on the complexity and scale of the project, and any additional requirements
requested by our customer. During the Track Record Period and up to the Latest Practicable Date, we
had completed 32 projects. As at the Latest Practicable Date, we had 23 on-going projects (either in
progress or yet to commence). For these projects, our project teams are responsible for the overall
supervision of the works quality and progress of works and ensuring that our works are completed
according to schedule, while the labour intensive installation works and works required specific skill
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sets are carried out by our imported workers and/or our subcontractors, both of them are under
supervision of and management by our project teams. As at the Latest Practicable Date, we had 24
full-time employees. In order to manage our projects which were all located in Macau during the
Track Record Period, we adopted the following management measures: (i) 12 full-time employees
responsible for engineering, construction site supervision and safety were stationed in Macau
full-time; (ii) three full-time employees in Hong Kong (with two of them are the members of our
senior management) have been allocated imported labour quota by the relevant customers and/or main
contractors and obtained working permits issued by the relevant Macau authority such that they can
work in the construction sites in Macau; and (iii) our project teams shall regularly report to our
executive Directors the project progress and status.

Competitive landscape of the E&M engineering industry in Macau

According to the Frost & Sullivan Report, proven track record, extensive experience combined
with deep industry knowledge and expertise, sound reputation and sufficient capital flow are the
major entry barriers in the E&M engineering industry in Macau. As estimated, there are more than
200 E&M contractors in Macau in 2018 and the E&M engineering industry in Macau is highly
fragmented with the top five players contributing approximately 13.3% of revenue generated by E&M
engineering services in 2018.

In addition, the market conditions of the E&M engineering industry in Macau are influenced by
various factors, including but not limited to: (i) development of the new urban zone; (ii)
redevelopment of hospitality facilities; (iii) rising awareness of emergency repair; (iv) upgrading of
public amenities and enhanced traffic management; (v) surging demand from the construction of
smart city; and (vi) the rise in living standards and technological advancement.

Financial performance and ranking

In FY2016, FY2017, FY2018 and 7M2019, our revenue amounted to approximately MOP139.7
million, MOP207.9 million, MOP185.2 million and MOP110.0 million, respectively. According to the
Frost & Sullivan Report, our revenue attributable to E&M engineering works in Macau in FY2018
represented approximately 1.6% of the total revenue generated from the entire E&M engineering
industry in 2018 in Macau, and ranked fifth among the E&M engineering works contractors in Macau
in terms of share of total industry revenue in 2018.

Quotations/tenders success rates

Based on our internal records, in FY2016, FY2017, FY2018 and 7M2019, we submitted 12, 36,
99 and 57 quotations/tenders to our customers (excluding quotations in relation to variation orders),
respectively and had been awarded two, ten, 37 and 23 projects, so that our quotations/tenders
success rates were approximately 16.7%, 27.8%, 37.4% and 40.4%, respectively. As at the Latest
Practicable Date, we had submitted 77 quotations/tenders but pending result of whether they will be
awarded, and the total contract sum of them was approximately MOP548.3 million. For further
information, please refer to the paragraph headed “Business — Business model and our operation —
Quotation/tender submission and acceptance” in the prospectus.

OUR COMPETITIVE STRENGTHS

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

- We are an established E&M engineering works contractor in Macau.

- We have established relationships with our top five customers, top five suppliers and top
five subcontractors.

- We have an experienced and dedicated management team.
BUSINESS STRATEGIES

Our objective is to achieve sustainable growth in our business in Macau by implementing the
business strategies of (i) strengthening our financial position to undertake more sizeable E&M
engineering projects; (ii) establishing an E&M maintenance department; and (iii) strengthening our
manpower. For further details of our business strategies, please refer to the paragraph headed “Future
plans and use of proceeds — Business strategies” in the prospectus.

FUTURE PLANS AND USE OF PROCEEDS

We estimate that the aggregate net proceeds from the Share Offer, after deducting underwriting
commissions and estimated expenses paid and payable by us in connection with the Share Offer and
assuming that the Over-allotment Option is not exercised at all, to be approximately HK$98.5 million
(equivalent to approximately MOP101.6 million), assuming an Offer Price of HK$0.30 per Share,
being the mid-point of the proposed Offer Price range of HK$0.25 to HK$0.35 per Offer Share. We
intend to apply the net proceeds from the Share Offer as follows:

Approximately MOP31.7 million (equivalent to approximately HK$30.8 million) or
approximately 31.2% of the net proceeds will be used for upfront cost of our projects
including (i) purchase or deposit for materials such as cables, electrical parts and
components; (ii) fees payable to the subcontractors (including the imported workers); and
(iii) recruitment of direct labour (if necessary).
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- Approximately MOP31.7 million (equivalent to approximately HKS$30.8 million) or
approximately 31.2% of the net proceeds will be used for obtaining performance bonds for
new E&M engineering projects from new and/or existing customers.

- Approximately MOP21.2 million (equivalent to approximately HKS$20.6 million) or
approximately 20.9% of the net proceeds will be used for establishing an E&M
maintenance department within one year after Listing, which comprises (i) approximately
MOP5.2 million (equivalent to approximately HK$5.0 million) as payment for acquiring
machines and equipment; (ii) approximately MOPS5.2 million (equivalent to approximately
HK$5.0 million) as payment for inventories of electrical parts and components; (iii)
approximately MOP6.4 million (equivalent to approximately HK$6.3 million) as down
payment for acquiring a workshop; (iv) approximately MOP0.3 million (equivalent to
approximately HK$0.3 million) as stamp duty for acquiring a workshop; and (v)
approximately MOP4.1 million (equivalent to approximately HKS$4.0 million) as
refurbishment cost of a workshop.

- Approximately MOPI10.1 million (equivalent to approximately HK$9.7 million) or
approximately 9.9% of the net proceeds will be used for strengthening our manpower
within one year after Listing to handle the growing number of sizeable E&M engineering
projects to be undertaken after strengthening our financial position with the net proceeds
of the Share Offer, which comprises (i) approximately MOP9.2 million (equivalent to
approximately HK$8.9 million) for recruiting ten additional full-time staff, including one
project manager, one assistant project manager, three engineers, one safety officer, three
foremen and one quantity surveyor; and (ii) approximately MOP0.9 million (equivalent to
approximately HK$0.8 million) for renting extra staff quarters for our additional full-time
staff.

- Approximately MOP6.2 million (equivalent to approximately HK$6.0 million) or
approximately 6.1% of the net proceeds will be used for strengthening our manpower
within one year after Listing to work in the E&M maintenance department to be
established with the net proceeds of the Share Offer, which comprises (i) approximately
MOP5.5 million (equivalent to approximately HK$5.3 million) for recruiting six additional
full-time staff, including one project manager, two engineers and three foremen; and (ii)
approximately MOPO0.7 million (equivalent to approximately HK$0.7 million) for renting
extra staff quarters for our additional full-time staff.

- Approximately MOPO0.7 million (equivalent to approximately HK$0.7 million) or
approximately 0.7% of the net proceeds will be used for working capital and other general
corporate purposes.

For further details on our future plans and use of proceeds, please refer to the section headed

“Future plans and use of proceeds” in the prospectus.

SELECTED KEY OPERATIONAL AND FINANCIAL DATA

The following table sets forth our key operational and financial data during the Track Record
Period:

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

FY2016  FY2017  FY2018 7M2018  7M2019
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000

(unaudited)
Revenue 139,686 207,913 185,229 118,643 110,044
Gross profit 33,791 51,200 56,341 31,386 32,020
Profit before taxation 23,022 44,909 48,413 26,814 10,977
Profit and total comprehensive income for the
year/period 19,259 38,899 41,486 23,116 7,314

Profit and total comprehensive income for the year/period

Our net profit for FY2017 increased by approximately MOP19.6 million or 102.0% from
approximately MOP19.3 million for FY2016 to approximately MOP38.9 million for FY2017.
Such increase was mainly due to (i) the increase in revenue generated for the reasons as
described above; and (ii) the decrease in our listing expenses.

Our net profit for FY2018 increased by approximately MOP2.6 million or 6.7% from
approximately MOP38.9 million for FY2017 to approximately MOP41.5 million for FY2018.
Such increase was mainly due to the increase in our gross profit margin.

Our net profit for 7M2019 decreased by approximately MOP15.8 million or 68.4% from
approximately MOP23.1 million for 7M2018 to approximately MOP7.3 million for 7M2019.
Such decrease was mainly due to the combined effect of (i) the increase in our listing expenses;
and (ii) the increase in our administrative expenses.
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Highlight of our consolidated statements of financial position

As at

As at 31 December 31 July

2016 2017 2018 2019

MOP’000 MOP’000 MOP’000 MOP’000

Non-current assets 4,279 23,579 15,374 16,059
Current assets 116,727 112,655 158,725 168,400
Current liabilities 56,326 32,655 42,959 45,565
Net current assets 60,401 80,000 115,766 122,835
Total equity (represented by capital and reserves) 64,680 103,579 131,140 138,454

The key components of our Group’s current assets as at 31 July 2019 mainly consisted of
(i) trade and other receivables; (ii) contract assets; (iii) pledged bank deposits; (iv) time deposit;
and (v) bank balances and cash. The key components of our Group’s current liabilities as at 31
July 2019 mainly consisted of (i) trade and other payables; (ii) contract liabilities; and (iii)
taxation payable. Our net current assets, being the difference between total current assets and
total current liabilities remained positive during the Track Record Period.

KEY FINANCIAL RATIOS
Highlight of our key financial ratio

As at/
For the
seven
month
As at/ ended
For the year ended 31 December 31 July
2016 2017 2018 2019
Current ratio 2.1 3.4 3.7 3.7
Quick ratio 2.1 3.4 3.7 3.7
Return on total assets (%) 15.9 28.6 23.8 N/A
Return on equity (%) 29.8 37.6 31.6 N/A
Gross profit margin (%) 24.2 24.6 30.4 29.1
Net profit margin (%) 13.8 18.7 22. 6.6
For further details, please refer to the section “Financial Information” in the prospectus.
CASH FLOWS
FY2016 FY2017 FY2018 7TM2018 7M2019
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
(unaudited)
Operating cash flows before movements in
working capital 24,009 46,487 49,856 27,597 12,352
Net cash from/(used in) operating activities 25,115 28,838 18,996 (7,300) 6,578
Net cash used in investing activities (6,491) (4,082) (21,451) (729) (67)
Net cash from/(used in) financing activities 1,384 (3,173) (15,658) (1,499) (4,932)

Cash flows used in operating activities

For 7M2018, we had net cash used in operating activities of approximately MOP7.3 million,
primarily as a result of profit before taxation of approximately MOP26.8 million, and primarily
combined with the following factors: negatively adjusted by (i) the increase in trade and other
receivables of approximately MOP30.3 million which is mainly due to Customer A2 for Project P2
where a relatively large amount was billed to our customer in March 2018; and (ii) increase in net
contract assets/liabilities of approximately MOP5.7 million mainly driven by the increase in E&M
engineering works performed by us during 7M2018 for Project P3 and Project P6.

For further details, please refer to the section “Financial Information — Liquidity and capital
resources — Cash flows — Net cash from/(used in) operating activities” in the prospectus.

LISTING EXPENSES

Our estimated listing expenses primarily consist of underwriting commissions in addition to
professional fees paid to the Sponsor, legal advisers, the reporting accountants and other professional
parties for their services rendered in relation to the Share Offer. Assuming the Over-allotment Option
is not exercised and assuming an Offer Price of HK$0.30 per Share, being the mid-point of our
indicative price range for the Share Offer stated in the prospectus, the total listing expenses will be
approximately MOP53.1 million (or approximately 34.3% to the gross proceeds), of which
approximately MOP22.4 million is directly attributable to the Share Offer and will be accounted for
as a deduction from our equity upon Listing and the amount of approximately MOP30.7 million was
charged to our Company’s profit or loss, of which approximately MOP6.3 million, MOPO0.4 million,
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MOP1.7 million and MOP15.0 million were charged to our Company’s profit or loss for FY2016,
FY2017, FY2018 and 7M2019, respectively and approximately MOP7.3 million, will be charged to
profit or loss of our Company for the five months ended 31 December 2019 and FY2020. The
estimated listing expenses are subject to adjustments based on the actual amount incurred or to be
incurred.

PROFIT ESTIMATE FOR THE YEAR ENDED 31 DECEMBER 2019

Our Directors estimate, on the bases set out in Appendix III to the prospectus, certain profit
estimate data of the Company for the year ended 31 December 2019 as follows:

Estimated combined profit attributable to owners of the Company not less than MOP20.0 million

Unaudited pro forma estimated earnings per Share not less than MOP1.33 cents

Our Directors have prepared the profit estimate based on the audited consolidated results of our
Group for the seven months ended 31 July 2019, the unaudited consolidated results based on the
management accounts of our Group for the four months ended 30 November 2019 and an estimate of
the consolidated results of our Group for the remaining one month ended 31 December 2019. The
profit estimate has been prepared on the basis of the accounting policies consistent in all material
respects with those currently adopted by our Group as summarised in the Accountants’ Report as set
out in Appendix I to the prospectus.

RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE

Based on our Group’s unaudited management accounts made up to the period of four months
ended 30 November 2019, the unaudited monthly revenue for the four months ended 30 November
2019 was higher than the monthly average revenue for FY2018, which was mainly attributable to
revenue derived from Project P1, Project P9, Project P13, Project P14 and Project S19.

The indebtedness of our Group as at 30 November 2019, being the latest practicable date for
determining the amount of indebtedness in the prospectus, amounted to approximately MOPIL.5
million. Further details of our Group’s indebtedness statement as at 30 November 2019 are set out
under the paragraph headed “Financial information — Indebtedness” in the prospectus.

The Directors expected a decrease in our Group’s net profit for the year ended 31 December
2019 compared to FY2018 due to an increase in the administrative expenses driven by the increase in
the listing expenses and staff costs which are mainly due to the salary increment and bonus.

Save as such and for the listing expenses, of which approximately MOP1.7 million and
MOP15.0 million were charged to our profit or loss for FY2018 and for 7M2019, respectively, and
approximately MOP7.3 million which will be charged to our profit or loss for the five months ended
31 December 2019 and FY2020, which would in turn adversely impact our Group’s financial results
for the year ended 31 December 2019 and FY2020, our Directors confirm that up to the date of the
prospectus, there has been no other material adverse change in our financial or trading position or
prospects of our Group since 31 July 2019 (being the date to which the latest audited consolidated
financial statements of our Group were prepared), and there is no event since 31 July 2019 which
would materially affect the information shown in the Accountants’ Report set out in Appendix I to the
prospectus.

STATISTICS OF THE SHARE OFFER

Based on the Based on the

minimum Offer Price maximum Offer Price

of HK$0.25 per of HK$0.35 per

Offer Share Offer Share

Market Capitalisation (Note 1) HK$500 million HK$700 million
Unaudited pro forma adjusted consolidated net MOPO.12 MOPO.14

tangible assets per Share (Note 2)
Notes:
1. The calculation of market capitalisation is based on the 2,000,000,000 Shares in issue assuming that the Share
Offer and the Capitalisation Issue had been completed on 31 July 2019 and does not take into account of any
Shares which may be allotted and issued pursuant to the exercise of options which may be granted under the
Share Option Scheme, any Shares which may be allotted and issued upon the exercise of the Over-allotment

Oﬁ)tion or any Shares which may be issued or repurchased by our Company’s general mandates.
2 The unaudited pro forma adjustéd consolidated net tangible assets per Share has been arrived at with reference to
certain bases and assumptions. Please refer to Appendix II to the prospectus for further details.

OUR SHAREHOLDERS

So far as our Directors are aware, immediately following the comgletion of the Capitalisation
Issue and the Share Offer without taking into account of any Shares which may be allotted and issued
upon the exercise of the Over-allotment Option or any option which may be granted under the Share
Oé{)tion Scheme, our Company will be owned as to 75% by SEM Enterprises, which is owned as to
74.08% by Mr. MK Wan, 23.04% by Mr. CW Wun and 2.88% 1l\)/[y Mr. Yu. For the purposes of the
Listing Rules, Mr. MK Wan, Mr. CW Wun, Mr. Yu and SEM Enterprises are a group of our
Controlling Shareholders.
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DIVIDENDS

During the Track Record Period, no dividend has been declared or paid by our Group. We do
not have a fixed dividend payout ratio and do not intend to determine any expected dividend payout
ratio since our priority is to use our earnings for business development and expansion in the interest
of our Shareholders as a whole. Our 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 us in the
future. The recommendation of the payment of dividend is subject to the absolute discretion of our
Board, and, after Listing, any declaration of final dividend for the year will be subject to the
approval of our Shareholders.

~ Please refer to the section “Financial Information” in the prospectus on the details of our
dividend policy.
RISK FACTORS

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

- We derived a significant portion of our revenue from our top five customers (in particular
Customers A and B) and the significant number of projects awarded by and revenue
derived from Customers A and B during the Track Record Period may not be indicative of
the number of projects to be awarded to us and amount of revenue we could derive from in
the future.

- Our revenue is mainly derived from projects which are not recurring in nature and any
significant decrease in the number of our projects would affect our operations and
financial results.

- We determine our tender price or quotation based on the estimated time and cost to be
involved in a project, yet the actual time and cost incurred may deviate from our estimate
due to unexpected circumstances, thereby adversely affecting our operations and financial
results.

- Our contracts generallﬁ have provisional items of works and our customers may cancel
certain contract works by variation orders resulting in the total contract sum of that project
reduced, which would adversely affect our operations and financial results.

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

- We may occasionally be required by our customers to arrange performance bonds to secure
our due performance of contracts, which may adversely affect our cash flows and financial
position.

- If the numbers of imported labour quota allocated to us is insufficient, we may need to
employ appropriate number of suitable local workers in Macau and/or engage
subcontractors, thereby adversely affecting our profit margin and financial results.
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DEFINITIONS

In the prospectus, unless the context otherwise requires, the following terms shall have
the meanings set forth below. Certain technical terms are explained in the section headed
“Glossary of Technical Terms” in the prospectus.

“TM2018”

“TM2019”

“Application Form(s)”

“Articles of Association” or
“Articles”

“associate(s)”
“Board”

“business day”

“B VI”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

the seven months ended 31 July 2018
the seven months ended 31 July 2019

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

the articles of association of our Company, conditionally
adopted on 22 January 2020 and effective upon the
Listing Date and as amended from time to time, a
summary of which is set forth in the section headed
“Summary of the Constitution of our Company and
Cayman Islands Company Law” in Appendix IV to the
prospectus

has the meaning ascribed thereto under the Listing Rules
our Board of Directors of our Company

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

the British Virgin Islands

the issue of 1,455,000,000 Shares to be made upon
capitalisation of part of the amount standing to the credit
of our share premium account as referred to in the
paragraph headed “Statutory and General Information — A.
Further information about our Company — 3. Written
resolutions of the sole Shareholder passed on 22 January
2020~ in Appendix V to the 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

— 11 -
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“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Chairman”

“close associate(s)”

“Co-Lead Manager(s)”

“Companies Law”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Companies Registry”

“Company”

“Competition Ordinance”

“connected person(s)”

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. MK Wan
has the meaning ascribed thereto under the Listing Rules
AFG  Securities  Limited, CIS

Management Limited and Astrum Capital Management
Limited

Securities  Asset

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

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong) 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

the Companies Registry of Hong Kong

SEM Holdings Limited (I Z# A R/AH]), an exempted
company incorporated in the Cayman Islands with limited
liability on 6 November 2015 and registered as a
non-Hong Kong company under Part 16 of the Companies
Ordinance on 5 February 2016

the Competition Ordinance (Chapter 619 of the Laws of
Hong Kong), as amended, supplemented and otherwise

modified from time to time

has the meaning ascribed thereto under the Listing Rules
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“connected transaction(s)”

“Controlling Shareholder(s)”

“core connected person(s)”
“Customer A1”

“Customer A2”

“Customer B”

“Deed of Indemnity”

“Deed of Non-competition”

“Director(s)”
“DSSOPT”

“Frost & Sullivan”

“Frost & Sullivan Report”

has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed to it thereto under the Listing
Rules and refers to the controlling shareholders of our
Company immediately after the Share Offer and
Capitalisation Issue, being Mr. MK Wan, Mr. CW Wun,
Mr. Yu and SEM Enterprises

has the meaning ascribed thereto under the Listing Rules
Chinney Timwill Construction (Macau) Company Limited
Shun Cheong Building Services (Macau) Limited

Wah Shing Engineering (Macau) Limited

the deed of indemnity dated 22 January 2020 executed by
our Controlling Shareholders in favour of our Company
(for ourselves and as trustee for our subsidiaries)
regarding certain indemnities, details of which are set out
in the paragraph headed “Statutory and General
Information — E. Other information — 1. Tax and other
indemnity” in Appendix V to the prospectus

the deed of non-competition dated 22 January 2020
executed by our Controlling Shareholders in favour of our
Company (for ourselves and as trustee for our
subsidiaries) regarding non-competition undertakings,
details of which are set out in the paragraph headed
“Relationship with our Controlling Shareholders -
Non-competition undertakings from our Controlling
Shareholders” in the prospectus

the director(s) of our Company
The Land, Public Works and Transport Bureau of Macau

Frost & Sullivan Limited, an Independent Third Party,
being a professional market research company

the commissioned report on the market overview and
competitive analysis for the E&M engineering industry in
Macau compiled by Frost & Sullivan, the content of
which is quoted in the prospectus
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DEFINITIONS

“FY2016”
“FY2017”
“FY2018”
“FY2019”
“FY2020”
“FY2021”

“GREEN Application Form(s)”

RIS LR NS ’

“Group”, “our Group”, “we”,
“Our” OI‘ ‘6us7’

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HKFRSs”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Branch Share
Registrar”

“Hong Kong dollar(s)” or “HK$”

the financial year ended 31 December 2016

the financial year ended 31 December 2017

the financial year ended 31 December 2018

the financial year ended 31 December 2019

the financial year ending 31 December 2020

the financial year ending 31 December 2021

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

our Company and its subsidiaries at the relevant time or,
where the context refers to any time prior to our Company
becoming the holding company of our present
subsidiaries, such subsidiaries and the business carried on
by such subsidiaries or (as the case maybe) our
predecessors, and “we”, “our” or “us” shall be construed

accordingly

the application process for Public Offer Shares with
applications issued in the applicant’s own name and
submitted online through the designated website of
www.hkeipo.hk or in the IPO App

the HK eIPO White Form service provider designated by
our Company, as specified on the designated website at
www.hkeipo.hk or in the IPO App

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 PRC

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

Hong Kong dollars, the lawful currency of Hong Kong
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DEFINITIONS

“Independent Third Party(ies)”

“IPO App”

“Issuing Mandate”

“Joint Global Coordinator(s)”

“Joint Lead Manager(s)” or
“Joint Bookrunner(s)”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

“Macau Government”

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

the mobile application for HK eIPO White Form
service which can be downloaded by searching “IPO
App” in App store or Google Play or downloaded at
www.hkeipo.hk/IPOApp or www.tricorglobal.com/IPOApp

the unconditional mandate granted to our Directors to
allot and issue Shares pursuant to the resolutions set forth
in the paragraph headed “Statutory and General
Information — A. Further information about our Company
— 3. Written resolutions of the sole Shareholder passed on
22 January 2020” in Appendix V to the prospectus

Alpha Financial Group Limited and Tiger Faith Securities
Limited

Alpha Financial Group Limited, Tiger Faith Securities
Limited and Sorrento Securities Limited

21 January 2020, being the latest practicable date prior to
the printing of the prospectus for ascertaining certain
information in the prospectus

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, 14 February
2020, on which our Shares are listed and from which
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 Macau Special Administrative Region of PRC

the Government of Macau
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DEFINITIONS

“Main Board”

“Memorandum of Association” or

“Memorandum”

“Metro Linkage”

“MOPH

“Mr. CW Wun”

“Mr. MK Wan”

“Mr. Woo”

“Mr. Yu”

“Mrs. Kan”

“Offer Price”

“Offer Shares”

the stock exchange (excluding the option markets)
operated by the Stock Exchange which is independent
from and operated in parallel with the GEM of the Stock
Exchange

the memorandum of association of our Company, as
amended, supplemented or otherwise modified from time
to time

Metro Linkage Limited (AR 2AFA), a company
incorporated in the BVI with limited liability on 18
January 2016 and owned as to 73% by Mr. MK Wan, 24%
by Mr. CW Wun and 3% by Mr. Yu

Macau patacas, the lawful currency of Macau

Mr. Wun Chi Wai (7 &%), being our executive Director
and a Controlling Shareholder

Mr. Wan Man Keung (F[R7E), being our Chairman,
non-executive Director and a Controlling Shareholder

Mr. Woo Chu Fai (##E#f), being our executive Director
and chief executive officer

Mr. Yu Chi Kwan (A7), being our executive Director
and a Controlling Shareholder

Mrs. Kan Wan Wai Yee Mavis (ffjF 25, being our
non-executive Director

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage of 1.0%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of 0.005%) at
which the Offer Shares are to be subscribed for or
purchased pursuant to the Share Offer, to be determined in
the manner further described in the paragraph headed
“Structure and conditions of the Share Offer -
Determining the Offer Price” in the prospectus

the Public Offer Shares and the Placing Shares
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DEFINITIONS

“Over-allotment Option”

“Placing”

“Placing Shares”

“Placing Underwriters”

2

“Placing Underwriting Agreement

“PRC” or “China”

“Predecessor Companies
Ordinance”

the option expected to be granted by our Company to the
Placing Underwriters exercisable by the Joint Global
Coordinators (for themselves and on behalf of the Placing
Underwriters), pursuant to which our Company may be
required to allot and issue up to an aggregate of
75,000,000 additional new Shares, representing 15% the
number of Offer Shares initially available under the Share
Offer at the Offer Price, at the Offer Price, to cover
over-allocations in the Placing and/or to satisfy the
obligation of the Stabilising Managers to return securities
borrowed under the Stock Borrowing Agreement subject
to the terms of the Placing Underwriting Agreement

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

the 450,000,000 Shares at the Offer Price pursuant to the
Placing, subject to reallocation and the Over-allotment
Option as described in the section headed “Structure and
conditions of the Share Offer” in the 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
and the Placing Underwriters, particulars of which are
summarised in the section headed “Underwriting” in the
prospectus

the People’s Republic of China and, except where the
context otherwise requires and for the purpose of the
prospectus only, does not include Hong Kong, Macau and
Taiwan

the Companies Ordinance (Chapter 32 of the Laws of

Hong Kong) as in force from time to time before 3 March
2014
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DEFINITIONS

“Price Determination Agreement”

“Price Determination Date”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriters”

“Public Offer Underwriting
Agreement”

“Ready Engineering”

the agreement expected to be entered into between our
Company and the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) on or
around the Price Determination Date to record the
agreement on the final Offer Price

the date, expected to be on or around Friday, 7 February
2020, on which the final Offer Price is to be fixed for the
purpose of the Share Offer, but in any event no later than
5:00 p.m. on Monday, 10 February 2020 or such later date
as may be agreed by our Company and the Joint Global
Coordinators (for themselves and on behalf of the
Underwriters)

the offer of the Public Offer Shares for subscription by
the public in Hong Kong for cash at the Offer Price (plus
brokerage of 1.0%, 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 the prospectus and the Application Forms

50,000,000 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 the prospectus

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

the conditional public offer underwriting agreement dated
30 January 2020 relating to the Public Offer entered into
by, among others, our Company and the Public Offer
Underwriters, particulars of which are summarised in the
section headed “Underwriting” in the prospectus

Ready Engineering Limited (&2 LREARAH), a
company incorporated in Hong Kong with limited liability
on 18 December 1987, which is owned as to 99% by
Metro Linkage, 0.73% by Mr. MK Wan, 0.24% by Mr.
CW Wun and 0.03% by Mr. Yu
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DEFINITIONS

“Ready System Engineering”

“Ready System (Macau)”

“REM Group (Holdings)”

“Reorganisation”

“Repurchase Mandate”

“Restricted Business”

“RMB” or “Renminbi”

“SEM Development”

Ready System Engineering Limited (&# R4 LA RA
A]), a company incorporated in Hong Kong with limited
liability on 23 July 1991, which was beneficially owned
as to 5% by Mr. MK Wan and 95% by an Independent
Third Party as at the Latest Practicable Date

Ready System Engineering Limited (2% &%t LA RA
Fl) (formerly known as Ready Engineering (Macau)
Limited (% TRAEM)AHRA A)), a company
incorporated in Macau with limited liability on 15 May
2006 and an indirect wholly-owned subsidiary of our
Company

REM Group (Holdings) Limited (4% % % 5 B (3% 150 A7 B
/s Hl), an exempted company incorporated in the Cayman
Islands with limited liability on 15 March 2017, the shares
of which are listed on the Stock Exchange (stock code:
1750), REM Group (Holdings) and its subsidiaries
principally engaged in manufacturing and supply of
low-voltage electrical power distribution and control
devices

the reorganisation we have undergone in preparation for
the Listing of Shares on the Stock Exchange which are
more particularly described in the paragraph headed
“History, Reorganisation and Group Structure -
Reorganisation” in the prospectus

the general unconditional mandate to repurchase Shares
given to our Directors by our Shareholders, particulars of
which are set forth in the paragraph headed “Statutory and
General Information — A. Further information about our
Company — 3. Written resolutions of the sole Shareholder
passed on 22 January 2020” in Appendix V to the
prospectus

the business currently and from time to time engaged by
our Group (including but not limited to E&M engineering
works in Hong Kong, Macau and the PRC)

renminbi, the lawful currency of the PRC

SEM Development Limited, a company incorporated in

the BVI with limited liability on 2 October 2015 and an
indirect wholly-owned subsidiary of our Company
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DEFINITIONS

“SEM Enterprises”

“SEM Investments”

“SEM Resources”

“SFC”

“SFO”

“Share(s)”

“Share Offer”

“Share Option Scheme”

“Shareholder(s)”

“Shun Tat M&E Equipment”

“Sponsor”

“Stabilising Manager(s)”

SEM Enterprises Limited, a company incorporated in the
BVI with limited liability on 2 October 2015, a
Controlling Shareholder, and is directly owned as to
74.08% by Mr. MK Wan, 23.04% by Mr. CW Wun and
2.88% by Mr. Yu.

SEM Investments Limited, a company incorporated in the
BVI with limited liability on 2 October 2015 and a direct
wholly-owned subsidiary of our Company

SEM Resources Limited, a company incorporated in Hong
Kong with limited liability on 5 November 2015 and an
indirect wholly-owned subsidiary of our Company

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 Public Offer and the Placing

the share option scheme our Company conditionally
adopted on 22 January 2020, the principal terms of which
are summarised in the paragraph headed “Statutory and
General Information — D. Share Option Scheme” in
Appendix V to the prospectus

holder(s) of Shares

Shun Tat M&E Equipment Limited (JF%E# 8 5% A R
A]), a company incorporated in Hong Kong with limited
liability on 17 May 2012 and owned as to 40% by Ready
Engineering and 60% by an Independent Third Party

Ample Capital Limited, a licensed corporation registered
under the 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

the Joint Global Coordinators
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DEFINITIONS

2

“Stock Borrowing Agreement

“Stock Exchange”

“subsidiary(ies)”

“substantial shareholder(s)”

“SZ Jianda”

“SZ Jianda Construction”

“Takeovers Code”

“Track Record Period”

“U.S. dollar(s)” or “US$”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“WHITE Application Form(s)”

the stock borrowing agreement expected to be entered into
on or around the Price Determination Date between SEM
Enterprises and the Stabilising Managers, pursuant to
which the Stabilising Managers may borrow up to
75,000,000 Shares from SEM Enterprises

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

Gz E A B2 7] (Shenzhen Jianda Electrical
Equipment Limited*), a company incorporated in the PRC
with limited liability on 3 April 2001 and owned as to
95% (indirectly) by our Controlling Shareholders and 5%
by an Independent Third Party

TRYN T i i 58 TR A PR (Shenzhen Jianda
Construction Company Limited*), a company incorporated
in the PRC with limited liability on 3 January 2003 and
owned as to 75% (indirectly) by our Controlling
Shareholders and 25% by two Independent Third Parties

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

FY2016, FY2017, FY2018 and 7M2019

United States dollars, the lawful currency of the United
States

the Public Offer Underwriters and the Placing
Underwriters

the Public Offer Underwriting Agreement and the Placing
Underwriting Agreement

the United States of America
the application form(s) for use by the public who

require(s) such Public Offer Shares to be issued in the
applicants’ own name
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DEFINITIONS

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

Certain amounts and percentage figures included in the 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 an arithmetic aggregation of the figures preceding them.

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

If there is any inconsistency between the official Chinese name of the PRC entities
mentioned in the prospectus and their English translation, the Chinese version shall prevail.
English translations of official Chinese names and English or Chinese translations which are

marked with “*” are for identification purposes only.
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GLOSSARY OF TECHNICAL TERMS

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

these terms.

“CAGR” compound annual growth rate

“E&M engineering” electrical and mechanical engineering
“GDP” gross domestic product

“sq. ft.” square foot (feet)

“sq. m.” square meter

“%” per cent
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FORWARD-LOOKING STATEMENTS

The 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 the
prospectus, the words “aim”, “anticipate”, “believe”, “could”, “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. Such 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 the
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 business prospects;

o our Group’s contracts on hand;

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

. our Group’s business strategies and plans to achieve these strategies;

. general economic, political and business conditions in the markets in which our Group
operates;

. changes to the regulatory environment and general outlook in the industry and markets
in which our Group operates;

. 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;

. our Group’s profit estimate and other prospective financial information;

. the amount and nature of, and potential for, future development of our Group’s
business;
. various business opportunities that our Group may pursue;
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FORWARD-LOOKING STATEMENTS

. capital market developments;
. our Group’s ability to source raw materials;

. fluctuation in the prices of raw materials and our Group’s ability to pass-through any
increases in price to customers;

. our Group’s ability to protect our Group’s intellectual property rights;
. our Group’s ability to hire and retain talented employees;

. 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; and

. other factors beyond our Group’s control.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
and undertake no obligation to update or otherwise revise the forward-looking statements in the
prospectus, whether as a result of new information, future events or otherwise. As a result of
these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in the 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 the prospectus are qualified by reference to the cautionary
statements in this section.

In the prospectus, statements of or references to our intentions or those of our Directors are

made as of the date of the prospectus. Any such information may change in light of future
developments.
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RISK FACTORS

Potential investors should consider carefully all the information presented in the
prospectus and, in particular, should consider the following risks and specific considerations
in connection with an investment in our Company before making any investment decision in
relation to the Offer Shares. If any of the possible events described below materialises, our
business, financial position and prospects may be materially and adversely affected.
Additional risks not currently known to us or that we now consider immaterial may also harm
us and affect our investment value. The trading prices of our Shares could decline
considerably due to the occurrence of any of such risks and investors may lose part or all of
their investments.

RISKS RELATING TO OUR BUSINESS

We derived a significant portion of our revenue from our top five customers (in particular
Customers A and B) and the significant number of projects awarded by and revenue
derived from Customers A and B during the Track Record Period may not be indicative of
the number of projects to be awarded to us and amount of revenue we could derive from in
the future

In FY2016, FY2017, FY2018 and 7M2019, our top five customers accounted for
approximately 95.4%, 99.7%, 94.4% and 93.0% of our total revenue, respectively. In particular,
Customer A accounted for approximately 45.4%, 70.8%, 35.5% and 34.8% of our total revenue,
and Customer B accounted for approximately 33.8%, 18.6%, 25.5% and 35.5%, respectively.
During the Track Record Period, we did not enter into any long term agreement or master
service agreement with our customers and the projects were awarded to us on a project basis
through the competitive bidding process.

In light of the above, we face the risks associated with having a concentration of customers
(in particular Customers A and B). We cannot assure you that we will be able to retain
Customers A or B or our major customers in the future. As such, the revenue we had derived
from Customers A or B and our other major customers during the Track Record Period may not
be indicative of the amount of revenue we could derive from them in the future. Our results of
operations, profitability and liquidity may be materially and adversely affected if we are unable
to secure new projects from Customers A or B or our major customers or fail to procure similar
level of business from new customers on comparable commercial terms to offset the loss of
revenue from Customers A or B or our major customers.

In addition, our business, financial condition and results of operations also depend on the
financial condition and commercial success of our major customers (in particular Customers A
and B). If any of our top five customers shall become unwilling or unable to make payments, we
may be unable to recover significant amounts of trade receivables and our cash flow and
financial position may be materially and adversely affected.

For further analysis on our sustainability, please refer to the paragraph headed “Business —
Our customers — Sustainability of our business” in the prospectus.
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RISK FACTORS

Our revenue is mainly derived from projects which are not recurring in nature and any
significant decrease in the number of our projects would affect our operations and financial
results

All of our revenue during the Track Record Period was principally derived from providing
E&M engineering works in Macau, and our engagements with customers were on a project basis
and non-recurring in nature. We did not enter into any long term agreement or master service
agreement with our customers as at the Latest Practicable Date. After completion of the projects,
our customers are not obliged to engage us again in subsequent projects. We have to undergo the
competitive bidding process for every new project.

We cannot assure you that our existing customers will award new projects to us, nor can we
guarantee that we would be able to maintain our business relationships with existing customers.
In the event that we are unable to attract new customers or secure new projects from our
existing customers, there may be a significant decrease in our revenue. Our operations and
financial results would hence be adversely affected.

Our historical growth rate, revenue and profit margin may not be indicative of our future
growth rate, revenue and profit margin

In FY2016, FY2017, FY2018 and 7M2019, (i) our revenue was approximately MOP139.7
million, MOP207.9 million, MOP185.2 million and MOP110.0 million, respectively; (ii) our
profit and total comprehensive income was approximately MOP19.3 million, MOP38.9 million,
MOP41.5 million and MOP7.3 million, respectively; and (iii) our gross profit was approximately
MOP33.8 million, MOP51.2 million, MOP56.3 million and MOP32.0 million, respectively,
whereas our gross profit margin for the same periods was approximately 24.2%, 24.6%, 30.4%
and 29.1%, respectively. For discussions on our results of operations, please refer to the section
headed “Financial Information” in the prospectus.

There is an inherent risk in using such historical financial information of us to project or
estimate our financial performance in the future, as they only reflect our past performance under
particular conditions. We may not be able to sustain our historical growth rate, revenue and
profit margin for various reasons, including but not limited to, deterioration in the market
conditions of the E&M engineering industry in Macau, intensification of competition among
E&M engineering works contractors, aggravation in labour shortage, and other unforeseen
factors such as adverse weather conditions, which may delay the completion of our projects,
reduce the number of projects awarded to us, and/or reduce the profit margin of our projects.

There is no assurance that we will be able to achieve the performance as we did during the

Track Record Period. Investors should not solely rely on our historical financial information as
an indication of our future financial or operating performance.
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RISK FACTORS

We depend on our suppliers for electrical equipment, materials and parts, and any shortage
or delay of supply, or deterioration in the quality, of the same could materially and
adversely affect our operations, and we may not be able to identify an alternative source of
stable supply with acceptable quality and price

We rely on our suppliers for stable and timely delivery of quality electrical equipment,
materials and parts. In FY2016, FY2017, FY2018 and 7M2019, our cost of materials amounted
to approximately MOP37.4 million, MOP58.6 million, MOP47.9 million and MOP13.1 million,
respectively representing approximately 35.3%, 37.4%, 37.2% and 16.7% of our total cost of
sales, respectively.

If there is any shortage of electrical equipment, materials and parts, or material delay in
delivery by our suppliers, we may fail to complete our projects on time or at all. As a result, we
may be required to pay liquidated damages or other penalties to our customers. We cannot
guarantee that we would be able to identify suitable alternative sources of supply with
acceptable quality and price. Further, even if we could do so, there can be no assurance that we
would not encounter similar problems with them in the future. In such event, our business
reputation and financial results may be adversely affected.

If there is any deterioration in the quality of electrical equipment, materials and parts from
our suppliers, and we are unable to identify suitable alternative sources, the progress and quality
of our works could be materially and adversely affected, thereby damaging our business
reputation and adversely affecting our financial results.

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

We may be involved in disputes with our customers, suppliers, subcontractors and other
project parties from time to time in respect of various matters, including delay in completion of
works, personal injury claims and complaints about the quality of completed works arising from
daily operation.

Further, disputes may arise between us and our customer as to the value of works properly
done in a particular period, and the progress payment that we are entitled to in the relevant
period. Besides, our contracts generally include variation order clauses which empower our
customers to give instructions to vary the contract works which we are generally obliged to
follow. The value of such variations is generally ascertained with reference to the rates and
prices specified in the contract for analogous work and/or the prevailing market rate. In the
event we disagree with such valuation results, contractual disputes with our customers may arise.
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RISK FACTORS

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

We determine our tender price or quotation based on the estimated time and cost to be
involved in a project, yet the actual time and cost incurred may deviate from our estimate
due to unexpected circumstances, thereby adversely affecting our operations and financial
results

We determine our tender price or quotation based on our cost estimate plus a certain
mark-up margin. For details of the factors we take into account when making our cost estimate,
please refer to the paragraph headed “Business — Sales and marketing — Pricing policy” in the
prospectus. The actual time and cost incurred by us, however, may be adversely affected for
various factors, including but not limited to, unfavourable weather conditions, disputes with
customers, suppliers, subcontractors and other project parties, insufficient allocation of imported
labour quota to us, difficulties in retaining necessary number of workers with requisite skills,
receipt of variation orders from our customers, unexpected fluctuations in the market price of
electrical equipment, materials and parts after the commencement of project, and other
unforeseen circumstances. Significant changes in any of these or other relevant factors may lead
to delay in completion or cost overrun by us, and there is no assurance that the actual time and
cost incurred by us would match our initial estimates. Such delays, cost overruns or mismatch of
actual time and cost with our estimates may cause our profitability to be lower than what we
expected or may expose us to litigation or claims from customers in case of delays.

If we set a significant mark-up margin upon our estimated cost to cater for the
unfavourable circumstances above, our tender or quotation may become uncompetitive. There is
no assurance that we will always be able to price our tender or quotation competitively, and if
we fail to do so, our customers may opt for our competitors, thereby resulting in a decrease in
the number of projects awarded to us. This would adversely affect our operations and financial
results. Meanwhile, if the mark-up margin set by us is too low, we may not be able to cover the
financial impact of any unfavourable circumstances during project implementation. Our
profitability in the project would hence be materially and adversely affected.

Our contracts generally have provisional items of works and our customers may cancel
certain contract works by variation orders resulting in the total contract sum of that
project reduced, which would adversely affect our operations and financial results

Our contracts generally have provisional items of works. If the provisional items of works
are not required during installation, and/or after re-measurement, the actual quantities required
for such items of works are reduced, the relevant prices included in the contract sum shall be
deducted accordingly.
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RISK FACTORS

Further, our contracts generally have variation order clauses which empower our customers
to give instructions to vary the contract works which we are generally obliged to follow. Such
variation orders could be addition, modification or cancellation of the contract works. For any
contract works to be cancelled, the total contract sum of that project is to be deducted according
to the rates and prices of such contract works as stated in the schedule of rates.

There is no assurance that there would not be any cancellation/reduction of contract works
by our customers in the future and our customers may cancel/reduce the contract works in a
material manner. If our customer cancels/reduces the contract works in a material manner,
resulting in a significant reduction of the total contract sum of that particular project, our
operations and financial results would be adversely affected.

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

In general, we do not receive any sums as prepayment from our customers. Nevertheless,
during the commencement of our project, we have to incur various upfront cost, including but
not limited to, (i) purchase cost or deposit of electrical equipment, materials and parts; (ii)
remuneration to our direct labour; (iii) subcontracting cost (including the imported workers); and
(iv) provision of performance bond to our customers. As such, we are subject to credit risks of
our customers and our liquidity is dependent on our customers making prompt progress
payments and release of retention monies due to us. For details of the mechanisms of the
progress payment and retention money, please refer to the paragraph headed “Business — Our
customers — Major contract terms with our customers” in the prospectus.

As at 31 December 2018 and 31 July 2019, the trade receivables amounted to
approximately MOP36.7 million and MOP38.2 million, respectively, representing an increase of
approximately MOP1.5 million or 4.2%, whereas the respective trade receivables also accounted
for approximately 23.1% and 22.7% of the total current assets respectively. In addition, the trade
receivables’ turnover days were approximately 72 days, 43 days, 46 days and 72 days in
FY2016, FY2017, FY2018 and 7M2019, respectively. Our Group also had significant amount of
long outstanding trade receivables aged over 90 days which were past due but not impaired for
more than 90 days of approximately MOPS5.1 million, MOP3.5 million, MOP1.9 million and
MOPO0.9 million as at 31 December 2016, 2017 and 2018 and 31 July 2019, respectively. For
details of the fluctuations in our trade receivables from customers and trade receivables’
turnover days and our aging analysis, please refer to the paragraph headed “Financial
Information — Analysis of various items in the consolidated statements of financial position —
Trade and other receivables” in the prospectus. We cannot assure you that we will be able to
recover all or any part of the amounts due from our customers or we will be able to collect all or
any part of retention receivable from our customers within the agreed credit terms or at all.

Further, disputes may arise between us and our customer as to the value of work properly
done in a particular period, and the progress payment that we are entitled to accordingly. There
is also a possibility that we may take longer than the trade receivables’ turnover days to collect
payments. This will negatively affect our cash flows and financial performance.
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The amount of revenue that we are able to derive from a project may be higher or lower
than the initial contract sum due to factors such as variation orders and recoverability of
contract assets

The aggregate amount of revenue that we are able to derive from a project may be different
from the initial contract sum due to factors such as variation orders (including alteration or
modification of the design, quality or quantity of the works, addition, omission or substitution of
any works, and alteration of the kind or standard of any of the materials or goods to be used for
the works) required by our customers from time to time and the recoverability of contract assets
taking into account the negotiation of the value of works we performed with our customers
before the issuance of interim payment certificates. As such, there is no assurance that the
amount of revenue derived from our projects on hand will not be substantially different from the
initial contract sum as specified in the relevant contracts.

As at the Latest Practicable Date, we had 23 on-going projects (either in progress or yet to
commence). Our Directors expect that these on-going projects will contribute revenue to us of
approximately MOP85.1 million for the remaining five months ended 31 December 2019,
approximately MOP157.9 million in FY2020 and approximately MOP74.2 million in FY2021.
Due to the abovementioned reasons, our revenue generated from our business may fluctuate and
we cannot assure you that we can maintain profitability of a project at any particular level. As
such, our profit margin may fluctuate and our historical performance may not be indicative of
our future performance.

Our cash flows may deteriorate due to potential mismatch in time between receipt of
progress payments from our customers, and payments to our subcontractors and suppliers

We engage subcontractors from time to time. We also purchase various electrical
equipment, materials and parts for installation. As such, we would record significant cash
outflow in the event that we take up too many substantial projects at a particular period of time.

As at 31 December 2018 and 31 July 2019, the trade payables amounted to approximately
MOP13.3 million and MOP22.3 million respectively, representing an increase of approximately
MOP9.0 million or 68.0%, whereas the respective trade payables accounted for approximately
30.9% and 48.9% of the total current liabilities respectively. In addition, the trade payables
turnover days were approximately 91 days, 64 days, 39 days and 48 days in FY2016, FY2017,
FY2018 and 7M2019, respectively. For details of the fluctuations in our trade payables to our
suppliers and the trade payables turnover days, please refer to the paragraph headed “Financial
Information — Analysis of various items in the consolidated statements of financial position —
Trade and other payables” in the prospectus.

We rely on cash inflow from our customers to meet our payment obligations to our
suppliers. Our cash inflow is dependent on prompt settlement of progress payments, and timely
release of retention monies by our customers. Nevertheless, even if our customers settle such
payments on time and in full, there can be no assurance that we would not experience any
significant cash flow mismatch. Further, there can be no assurance that our cash flow
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management measures could function properly or at all. If there were any significant and
substantial cash flow mismatch, we might have to raise funds by resorting to internal resources
and/or banking facilities in order to meet our payment obligations in full and on time.

We recorded net operating cash outflow for 7M2018

We recorded net cash used in operating activities of approximately MOP7.3 million for
7M2018. Please refer to the section headed “Financial Information — Liquidity and capital
resources — Net cash from/(used in) operating activities” in the prospectus for further
information. We cannot guarantee that we will be able to generate positive cash flows from
operating activities in the future. In particular, we cannot predict the amount and timing of
receipts from our customers for our trade receivables. Negative operating cash flows may
materially and adversely affect our liquidity and financial conditions, and hence may require us
to obtain sufficient external financing to meet our financial needs and obligations. If we rely on
external financing to generate additional cash, we will incur financing costs and we cannot
assure you that we will be able to obtain external financing on terms acceptable to us, or at all.

We may occasionally be required by our customers to arrange performance bonds to secure
our due performance of contracts, which may adversely affect our cash flows and financial
position

We are occasionally required by our customers to arrange performance bonds at a fixed
sum or in a certain percentage of the contract sum to secure due performance and compliance
with the contracts. If we fail to comply with the requirements under the contracts, our customer
is guaranteed the compensation for monetary loss up to the amount of the performance bonds.
During the Track Record Period and up to the Latest Practicable Date, there were nine projects,
namely Projects P1, P3, P4, P6, S1, S12, P13, P14 and P15, which had performance bond
requirements. The aggregate value of the performance bond requirements for the nine projects
was approximately MOP59.0 million.

The amounts paid up for the performance bonds may be locked up for a prolonged period
of time, depending on contract period. Further, we cannot guarantee we will not undertake
projects which have performance bonds requirements in the future, and if we fail to
satisfactorily complete our works as required by our customers, the amount paid up for the
performance bonds will not be released to us, which thereby may adversely affect our cash flows
and financial position.

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

We have adopted certain work safety measures and procedures for our direct labour and

subcontractors’ staff. For details, please refer to the paragraph headed “Business — Work safety”
in the prospectus. We rely on our staff to oversee the implementation of safety measures and
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procedures, and we cannot guarantee that all of the safety measures and procedures are strictly
adhered to at any time, nor can we assure you that our safety measures and procedures are
sufficient to prevent the occurrence of industrial accidents of all kinds. If the safety measures
and procedures implemented at our project sites are insufficient or not strictly adhered to, it may
result in industrial accidents which would in turn lead to claims in respect of employees’
compensation, personal injuries, fatal accidents, and/or property damage against us. These would
result in significant financial loss, damages to our reputation in the E&M engineering industry,
and adversely affect our financial conditions.

We rely on our Board members and senior management staff, and their departure would
adversely affect our operations and financial results

The success of our business has been, and will continue to be, heavily dependent upon the
continuing service of our executive Directors and senior management team. In particular, we rely
on the expertise and experience of Mr. MK Wan, our founder, Chairman and non-executive
Director, Mr. Woo, our executive Director and chief executive officer, Mr. Yu, our executive
Director and senior project manager, and Mr. Wong Man Wai Thomas, our assistant project
manager. They have been key members of our management team and playing a pivotal
managerial role in areas such as overseeing our corporate strategy and operational management.
If one or more of our executive Directors or members of senior management is/are unable or
unwilling to continue in their present positions, we might not be able to identify suitable
replacements in a timely manner, or at all. Our business may hence be severely disrupted and
our financial condition and operating results may be materially and adversely affected.

We rely on our subcontractors to complete our contract works and there is no assurance
that our subcontractors will always follow strictly all of our instructions. Any delay or
defects in their works would adversely affect our operations and financial results

We engage subcontractors from time-to-time. In FY2016, FY2017, FY2018 and 7M2019,
the total subcontracting costs amounted to approximately MOP63.9 million, MOP91.1 million,
MOP72.2 million and MOP62.1 million, representing approximately 60.3%, 58.2%, 56.0% and
79.6% of our total cost of sales, respectively. For details of our arrangements with
subcontractors, please refer to the paragraph headed “Business — Our subcontractors” in the
prospectus.

There is no assurance that our subcontractors will always follow strictly all of our
instructions. If the subcontractors fail to carry out the works in accordance with our standards
and specifications, we may experience delay in project completion, quality issues concerning the
works done, or non-performance by subcontractors. Consequently, we may have to incur
significant time and cost to carry out remedial actions, which would in turn adversely affect the
profitability and reputation of our business, and result in litigation or damage claims against us.

In addition, our subcontractors may not always be readily available whenever we need to

engage them. Notwithstanding our proven working relationship with our subcontractors, there is
no assurance that we would be able to maintain such relationships in the future. As at the Latest
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Practicable Date, we had not entered into any long term service agreement with our
subcontractors. As such, they are not obliged to provide services to us in future projects on
similar terms and conditions as they did in the past. We may have to offer remuneration higher
than we anticipated in order to engage their service in the future. Further, there is no assurance
that we would be able to find suitable alternative subcontractors that meet our project needs and
requirements to complete the projects, which would in turn adversely affect our operations and
financial results.

If our subcontractors violate any laws, rules or regulations in relation to health,
environmental and safety matters, we may also be held liable for their violations, and be subject
to claims for losses and damages if such violations result in any personal injuries and/or
property damages. If any violation, whether substantial or minor in nature of any laws, rules or
regulations occurred in the sites for which we are responsible, our operations and financial
position would be adversely affected.

If the numbers of imported labour quota allocated to us is insufficient, we may need to
employ appropriate number of suitable local workers in Macau and/or engage
subcontractors, thereby adversely affecting our profit margin and financial results

In FY2016, FY2017 and FY2018, we did not have our own imported labour quota and had
to utilise the imported labour quota of our customers of the relevant projects. In 7M2019, we
have been granted two imported labour quota.

We selected and nominated suitable imported workers from our internal approved list of
imported workers to our customers and/or the main contractors for the imported labour quota.
Upon the acceptance of our customers and/or the main contractors, they will employ those
imported workers and apply to the relevant Macau authority for them as the imported labour, and
then delegate them to work for us for the relevant projects, while we shall bear all the relevant
cost incurred such as their salaries and insurance expenses, which is recognised as our
subcontracting cost.

Our nominated imported workers work for us on a project basis. Comparing to employment
of a team of full-time local workers, our Directors are of the view that the engagement of
imported workers on a project basis enables us to maintain flexibility. Further, since our
imported workers are mainly with origins from the PRC, comparing with the local workers in
Macau, cost in engaging our imported workers are relatively less. As such, our Directors
consider that sufficient allocation of imported labour quota to us will be able to reduce our
tendency of engaging local workers in Macau and therefore strengthens our profit margin.

For further details, please refer to the paragraph headed “Business — Our subcontractors —
Imported workers” in the prospectus.

Nevertheless, there is no guarantee that the numbers of imported labour quota requested by

us will be fully satisfied by the relevant customers and/or main contractors. If the imported
labour quota allocated to us is insufficient, we may need to employ appropriate number of
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suitable local workers in Macau. As a result, our profit margin and financial results would be
adversely affected.

Our works are labour intensive. If we or our subcontractors experience any shortage of
labour, industrial actions, strikes or material increase in labour cost, our operations and
financial results would be adversely affected

We rely on a stable workforce to carry out our works. In particular, we require a large
number of E&M workers with various skills and expertise. According to the Frost & Sullivan
Report, however, Macau has experienced a shortage of skilled labour and the problem of ageing
workers in the E&M engineering industry resulting in the increasing trend of average daily
wages of E&M workers in Macau from 2013 to 2018.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience any material shortage of labour, industrial actions, strikes or material increase in
labour cost. Nevertheless, in view of the current situation in the labour market, we cannot assure
you that we will not experience these problems in the future, and as a result, we would have to
offer better remuneration packages and other benefits to attract and retain key personnel and
skilled labour. There can be no assurance that we will possess sufficient resources for such
purpose. If we cannot retain or recruit sufficient number of skilled workers to handle our
projects in a timely manner, we may experience delay in project completion and our ability to
handle future projects would in turn be significantly reduced.

We may be unable to attract and retain employees with the requisite skills, expertise and
experience for our operation at a reasonable cost in a timely manner, which would
adversely affect our operations, business growth and financial results

Being principally an E&M engineering works contractor, we rely on the skills, expertise
and experience of our direct labour and imported workers to provide quality works services to
our customers. Our direct labour and imported workers may terminate their employment with us
and our subcontractors (as the case may be) prematurely and we may not be able to retain them.
Experienced and skilled workers in the E&M engineering industry are highly sought after, and
competition for talent is intense. In FY2016, FY2017, FY2018 and 7M2019, our staff cost
amounted to approximately MOP0.9 million, MOP1.4 million, MOP1.0 million and MOPO0.6
million, respectively, representing approximately 0.9%, 0.9%, 0.8% and 0.7% of our total cost of
sales, respectively for the same periods, while our cost in engaging our imported workers
amounted to approximately MOP17.6 million, MOP23.2 million, MOP27.9 million and MOP14.9
million, respectively, representing approximately 16.6%, 14.8%, 21.7% and 19.0% of our total
cost of sales, respectively for the same periods.

If we experience any failure to attract and retain competent personnel or any material
increase in direct labour cost and/or cost in engaging imported workers as a result of a shortage
in the supply of skilled labour, our competitiveness and business would be damaged, thereby
adversely affecting our financial condition and operating results. Further, if we fail to identify
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suitable replacements for our departed staff, our business and operation could be adversely
affected and our future growth and expansions may be inhibited.

There is no guarantee that we would not be subject to any claims in relation to defects of
our works, which may result in further cost to make good the defects, and/or deduction of
the retention monies to be released and/or claims from our customers against us

Being principally an E&M engineering works contractor, we may be subject to claims in
relation to defects of our works. In general, our customers require us to provide a defect liability
period, during which we will remain responsible for remedying any defects or imperfections
discovered in relation to our works done. Such remedial actions may range from maintenance to
minor repair works. In the event that substantive remedial actions were required, we might have
to incur significant cost and time or be subject to claims from our customers against us. If we
fail to make good the defects as required, our customers may not only reduce or forfeit the
retention monies withheld from us, but they may also claim damages from us.

If we fail to complete our works on time or at all, we may be liable to our customers for
breach of contract and be required to pay liquidated damages or other penalties

Our contracts generally set out the due date of the contract works. If we fail to complete
the contract works by the due date, we may be required to pay liquidated damages to our
customers pursuant to the contracts, unless they agree to grant us time extension to complete the
remaining works.

There may be delay or disruption to our works due to unforeseen circumstances that are
beyond our expectation or control, including but not limited to, unfavourable weather conditions,
variation orders and/or other construction risks such as work injuries and disputes with
customers, suppliers, subcontractors and other project parties.

As such, we cannot guarantee that we will be able to complete every project on time or at
all, nor can we assure you that our customers would grant us sufficient time extensions in case
of delay in completion. If we fail to complete projects on time, significant amount of liquidation
damages or other penalties may be imposed upon us, which would in turn adversely affect our
profitability and operating results.

Our insurance may not cover all potential loss and claims, and any uninsured losses
incurred could be substantial and therefore adversely affect our operations and financial
results

Our insurance may not fully cover all potential loss and claims arising from our operation.
Typical claims such as accidents and personal injuries suffered by workers retained by us and
our subcontractors are generally covered by the insurance policies maintained by the main
contractors or the project employers. For details, please refer to the paragraph headed “Business
— Insurance” in the prospectus.
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Nevertheless, we and/or our officers (as the case may be) may be exposed to claims in
respect of matters that are not covered by any insurance policies we maintained. In addition,
there may be circumstances (such as fraud, gross negligence, natural disasters and acts of God)
in which certain loss and claims would not be covered adequately by the insurance policies we
maintained, or at all.

In the event that we experience substantial loss, damages or claims arising from our
operation at work sites which are not covered by the insurance policies, we may have to incur
tremendous expenditure in making compensations, which would adversely affect our operating
results and financial position.

With respect to loss and claims which are covered by our insurance policies, it may be a
difficult and lengthy process to recover such losses from insurers. In addition, we may not be
able to recover the full amount of such loss from the insurers. There can be no assurance that
our policies would be sufficient to cover all potential loss, regardless of the cause, or that we
can recover such losses from the insurers.

Our profitability may be affected by the potential increase in depreciation and amortisation
expenses upon our planned acquisitions of additional machinery and equipment and a
workshop, if our revenue fails to increase proportionately

It is part of our business strategies to establish an E&M maintenance department, which
would involve using a portion of our net proceeds from the Share Offer to, among others,
acquire (i) additional machinery and equipment and (ii) a workshop for the parking and regular
maintenance of the machines and vehicles, as further discussed in the section headed “Future
plans and use of proceeds — Use of proceeds — Establishing an E&M maintenance department” in
the prospectus. As a result of the aforesaid planned acquisitions, it is expected that our Group
will incur additional depreciation and amortisation expenses, which may therefore affect our
financial performance and operating results. There is no assurance that we will secure more
projects and increase our profitability after such planned acquisitions.

Should we be unable to obtain more projects and increase our profitability after such
planned acquisitions, our business, financial positions and prospect may be adversely affected.

We may require additional capital in the future, which may not be available on favourable
terms or at all

We may require additional funding due to changes in business conditions, expansion in our
workforce or potential investments or acquisitions that we may pursue. To meet our capital
needs, we may sell additional equity or debt securities or obtain additional credit facilities. The
sale of additional equity securities could result in dilution of our Shareholder’s holdings in our
Company. The incurrence of further indebtedness would result in increased debt service
obligations and could require us to agree to operating and financial covenants that would restrict
our operations. Financing may not be available in amounts or on terms acceptable to us, if at all.
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Any failure by us to raise additional funds on terms favourable to us, or at all, could limit our
ability to expand our business operations and could harm our overall business prospects.

RISKS RELATING TO THE INDUSTRY IN WHICH WE OPERATE

Any deterioration in the prevailing market conditions in the E&M engineering industry
may adversely affect our performance and financial condition

The number of projects awarded to us is highly dependent on the prevailing market
conditions in the E&M engineering industry in Macau. The demand for our services is closely
associated with the level of construction activities, especially those related to hotels and casinos
development and maintenance. According to the Frost & Sullivan Report, the major growth in
the E&M engineering industry in Macau in recent years is driven by the increase in number of
hotel projects and the correspondent E&M engineering services required. There is no assurance
that the hotels and casinos development in Macau will maintain the growth in future. If the
hotels and casinos development in Macau slowdown in future due to the depression in the Macau
gaming industry or otherwise, it may have a direct adverse impact on the market conditions of
the E&M engineering industry in Macau, which would likely result in drop in the number of
projects awarded to us and reduction in contract sum, thereby adversely affecting our
performance and financial condition.

In addition, the market conditions of the E&M engineering industry in Macau are
influenced by various factors, including but not limited to: (i) development of the new urban
zone; (ii) redevelopment of hospitality facilities; (iii) rising awareness of emergency repair; (iv)
upgrading of public amenities and enhanced traffic management; (v) surging demand from the
construction of smart city; and (vi) the rise in living standards and technological advancement.
If there is any significant deterioration in any of these factors, our operating results and
financial conditions could be adversely affected.

We operate in a highly competitive market

The industry we operate is highly competitive, and there are a significant number of
industry players that provide works services similar to ours. According to the Frost & Sullivan
Report, as estimated, there were more than 200 E&M engineering contractors in Macau in 2018.
Some of our competitors may have certain advantages, including stronger brand names, greater
access to capital, longer operating history, longer and more established relationship with hotel
and casinos developers, and greater marketing and other forms of resources. Further, new
participants may enter the industry provided that they can break through the entry barriers such
as proven track record, extensive experience combined with deep industry knowledge and
expertise, sound reputation and sufficient capital flow.

In addition, the E&M engineering industry in Macau has a highly fragmented competitive
landscape. The top five E&M engineering works contractors accounted for approximately 13.3%
of the total revenue of the E&M engineering industry in Macau in 2018, which means that no
few E&M engineering works contractors could dominate the E&M engineering industry in
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Macau. If the competition among the E&M engineering works contractors intensifies, we may be
under pressure to reduce our tender price or quotation, which would have an adverse impact on
our project profitability and operating results. We cannot guarantee that we can effectively cope
with the enhanced competition in the future or that we may maintain our leading position in the
industry.

Changes in existing laws, regulations and Macau Government policies, including but not
limited to the introduction of more stringent laws and regulations on environment
protection and labour safety may cause us to incur substantial additional expenditure

Many aspects of our business operations are governed by various laws and regulations, and
Macau Government policies. The requirements in respect of the granting and/or renewal of
various licenses and qualifications in the E&M engineering industry may change from time to
time, and we may not be able to respond to such changes in a timely manner. Such changes may
also increase our costs and burden in complying with them, which may materially and adversely
affect our business, financial condition and results of operations. For example, if there are any
change to and/or imposition of the requirements for qualification in the E&M engineering
industry in relation to environment protection and labour safety and we fail to meet the new
requirements in a timely manner or at all, our business operations will be materially and
adversely affected.

RISKS RELATING TO MACAU

The state of economy in Macau may adversely affect our performance and financial
condition

All of our revenue during the Track Record Period was generated from Macau. If Macau
experiences any adverse economic conditions due to events beyond our control, such as a local
economic downturn, natural disasters, contagious disease outbreaks or terrorist attacks, or if the
local authorities adopt regulations that place additional restrictions or burdens on us or on our
industry in general, our overall business and results of operations may be materially and
adversely affected.

The state of political environment in Macau may adversely affect our performance and
financial condition

Macau 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 Macau.
Nevertheless, we are not in any position to guarantee the implementation of the “one country,
two systems” principle and the level of autonomy as currently in place at the moment. Since our
operations are based in Macau, any change of such political arrangements may pose immediate
threat to the stability of the economy in Macau, thereby directly and adversely affecting our
results of operations and financial positions.
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RISK RELATING TO THE SHARES AND THE SHARE OFFER

There is no prior market for the Shares and the liquidity and market price and the trading
volume of the Shares may be volatile

There is no public market for the Shares prior to the Listing. The listing of, and the
permission to deal in, the Shares on the Stock Exchange do not guarantee the development of an
active public market or its sustainability following completion of the Share Offer. The market
price and trading volume of the Shares can fluctuate depending on the following factors:

—  variations in our Group’s revenue, earnings and cash flows;
- acquisitions made by our Group or our competitors;

- industrial or environmental accidents suffered by our Group;
- loss of key personnel;

- litigation or fluctuations in the market price for the services provided or supplies
required by our Group;

—  the liquidity of the market for the Shares; and
- the general market sentiment regarding the E&M engineering industry in Macau.

Both the market price and liquidity of the Shares could be adversely affected by factors
beyond our control and are unrelated to the performance of our business, especially if the
financial market in Hong Kong experiences a significant price and volume fluctuation. In such
cases, investors may not be able to sell their Shares at or above the Offer Price or at all.

Issuance of new Shares or equity linked securities may cause dilution in shareholding

We may require additional funds due to changes in business conditions or other future
developments relating to our existing operations. If additional funds are raised by way of
issuance of new Shares or equity linked securities other than on a pro rata basis to existing
Shareholders, the shareholding of existing Shareholders may be reduced. Such new securities
issued may also confer rights and privileges that take priority over those conferred by the Offer
Shares.

Any disposal by our Controlling Shareholders of a substantial number of Shares in the
public market could materially and adversely affect the market price of the Shares

There is no guarantee that our Controlling Shareholders will not dispose of their Shares

following the expiration of the respective lock-up periods after the Listing. We cannot predict
the effect, if any, of any future sales of the Shares by any of our Controlling Shareholders, or
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that the availability of the Shares for sale by any of our Controlling Shareholders may have on
the market price of the Shares. Sale of a substantial number of Shares by any of our Controlling
Shareholders or the market perception that any such sale may occur could materially and
adversely affect the prevailing market price of the Shares.

There can be no assurance that we will declare or distribute any dividend in the future

Any decision to declare and pay any dividends would require the recommendations of our
Board and approval of our Shareholders. Any decision to pay dividends will be made having
regard to factors such as the results of operation, financial condition and position, and other
factors deemed relevant. Any distributable profits that are not distributed in any given year may
be retained and be made available for distribution in subsequent years. To the extent profits are
distributed as dividends, such portion of profits will not be available to be reinvested in our
operation. There can be no assurance that we will be able to declare or distribute any dividend.
Our future declarations of dividends will be at the absolute discretion of our Board.

Investors may experience difficulties in enforcing their shareholders’ rights because our
Company is incorporated in the Cayman Islands, and the protection to minority
shareholders under the Cayman Islands law may be different from that under the laws of
Hong Kong or other jurisdictions

Our Company is incorporated in the Cayman Islands and its affairs are governed by the
Articles, the Companies Law and common law applicable in the Cayman Islands. The laws of
the Cayman Islands may differ from those of Hong Kong or other jurisdictions where investors
may be located. As a result, minority shareholders may not enjoy the same rights as pursuant to
the laws of Hong Kong or such other jurisdictions. A summary of the Cayman Islands law on
protection of minority shareholders is set out in paragraph “Summary of the Constitution of the
Company and Cayman Islands Company Law — (f) Protection of minorities and shareholders’
suits” in Appendix IV to the prospectus.

RISKS RELATING TO STATEMENTS MADE IN THE PROSPECTUS

Investors should read the entire prospectus and should not unduly 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 unduly rely on any information contained in press
articles or other media regarding us and the Share Offer. Prior to the publication of the
prospectus, there may 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 the
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

—41 -



RISK FACTORS

in the prospectus, we disclaim responsibility for it and our investors should not unduly rely on
such information.

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

Certain facts, forecast and other statistics in the prospectus are derived from various
government and official resources. Nevertheless, 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 Joint Global Coordinators, the Joint Lead Managers, the Joint Bookrunners, the
Co-Lead Managers, 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 the prospectus are subject to risks and
uncertainties

The 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
“aim”, “anticipate”, “believe”, “could”, “predict”, “potential”, “continue”, “expect”, “intend”,
“may”, “might”, “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, among 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 this section.
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 the
prospectus are qualified by reference to this cautionary statement.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES (WINDING UP
AND MISCELLANEOUS PROVISIONS) ORDINANCE

FINANCIAL INFORMATION INCLUDED IN THE PROSPECTUS (RULE 4.04(1) OF THE
LISTING RULES, AND SECTION 342(1) OF AND PARAGRAPHS 27 AND 31 OF THE
THIRD SCHEDULE TO THE COMPANIES (WINDING UP AND MISCELLANEOUS
PROVISIONS) ORDINANCE)

According to Rule 4.04(1) of the Listing Rules, the Accountants’ Report contained in the
prospectus must include, inter alia, the results of our Company in respect of each of the three
financial years immediately preceding the issue of the prospectus or such shorter period as may
be acceptable to the Stock Exchange.

Section 342(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance
requires all prospectuses to include an accountants’ report which contains the matters specified
in the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

According to paragraph 27 of Part I of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, our Company is required to include in the prospectus
a statement as to the gross trading income or sales turnover (as the case may be) of our
Company during each of the three financial years immediately preceding the issue of the
prospectus as well as an explanation of the method used for the computation of such income or
turnover and a reasonable breakdown between the more important trading activities.

According to paragraph 31 of Part II of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, our Company is required to include in the prospectus
a report by our auditor with respect to our profits and losses in respect of each of the three
financial years immediately preceding the issue of the prospectus and assets and liabilities at the
last date to which our financial statements were prepared.

Pursuant to section 342A(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, the SFC may issue, subject to such conditions (if any) as the SFC thinks fit, a
certificate of exemption from compliance with the relevant requirements under the Companies
(Winding Up and Miscellaneous Provisions) Ordinance if, having regard to the circumstances,
the SFC considers that the exemption will not prejudice the interests of the investing public and
compliance with any or all of such requirements would be irrelevant or unduly burdensome, or is
otherwise unnecessary or inappropriate.

Pursuant to the relevant requirements set forth above, our Company is required to produce
three full years of audited accounts for the years ended 31 December 2017, 2018 and 2019.
However, an application was made to the Stock Exchange for a waiver from strict compliance
with Rule 4.04(1) of the Listing Rules, and such waiver has been granted by the Stock Exchange
on the conditions that:

(i) our Shares will be listed on the Stock Exchange on or before 14 February 2020;
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES (WINDING UP
AND MISCELLANEOUS PROVISIONS) ORDINANCE

(i1) our Company will obtain a certificate of exemption from the SFC on compliance with
the relevant Companies (Winding Up and Miscellaneous Provisions) Ordinance
requirements;

(iii) a profit estimate for the financial year ended 31 December 2019 will be included in
the prospectus in compliance with Rule 11.17 to 11.19 of the Listing Rules; and

(iv) there will be a directors’ statement in the prospectus that there is no material adverse
change to our Company’s financial and trading positions or prospects with specific
reference to the trading results from 1 August 2019, being the day after the end of the
stub period, to 31 December 2019, being the latest financial year end of our Company.

An application has also been made to the SFC for a certificate of exemption from strict
compliance with the requirements under section 342(1) of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance in relation to paragraphs 27 and 31 of the Third Schedule
to the Companies (Winding Up and Miscellaneous Provisions) Ordinance and a certificate of
exemption has been granted by the SFC under section 342A of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance on the conditions that:

(i) the particulars of the exemption are set out in the prospectus;
(i) the prospectus will be issued on or before 31 January 2020; and

(iii) our Company’s shares will be listed on the Stock Exchange on or before 14 February
2020.

The applications to the Stock Exchange for a waiver from strict compliance with Rule
4.04(1) of the Listing Rules and to the SFC for a certificate of exemption from strict compliance
with the requirements under section 342(1) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance in relation to paragraphs 27 and 31 of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance were made on the grounds,
that strict compliance with the above requirements would be unduly burdensome and the
exemption would not prejudice the interest of the investing public given the followings:

(i) there would not be sufficient time for our Company and our reporting accountants to
complete the audit work on the full financial information for the year ended 31
December 2019 for inclusion in the prospectus. If the financial information is required
to be audited up to 31 December 2019, our Company and our reporting accountants
would have to undertake a considerable amount of work to prepare, update and
finalise the financial information to be included in the prospectus and to update the
relevant disclosures in the prospectus to cover such additional period; and
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES (WINDING UP
AND MISCELLANEOUS PROVISIONS) ORDINANCE

(i1) our Company has included in the prospectus (a) the Accountants’ Report covering the
three years ended 31 December 2018 and seven months ended 31 July 2019 as set out
in Appendix I to the prospectus, (b) a profit estimate for the full financial year ended
31 December 2019 in Appendix III to the prospectus; and (c) information regarding
our Group’s recent developments subsequent to the Track Record Period and up to the
Latest Practicable Date. As such, our Company is of the view that all material
information that is necessary for the Shareholders and the potential investors to make
an informed assessment of the activities, assets and liabilities, financial position,
management and prospects of our Group has been disclosed in the prospectus.

Our Directors confirmed that all information necessary for the public to make an informed
assessment of the activities, assets and liabilities, financial position, management and prospects
of our Group has been disclosed in the prospectus, and that, the granting of the certificate of
exemption from strict compliance with the requirements under section 342(1) of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance in relation to paragraphs 27 and 31 of
the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance will
not prejudice the interest of the investing public. Furthermore, our Directors and the Sponsor,
after conducting sufficient due diligence, confirmed that there had not been any material adverse
change in the financial or trading positions or prospects of our Group since 1 August 2019 and
up to the date of the prospectus, and that there is no event since 1 August 2019 and up to the
date of the prospectus which will materially affect the information shown in the Accountants’
Report set out in Appendix I to the prospectus, the section headed “Financial Information” in the
prospectus and other parts of the prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THE PROSPECTUS

The 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
(Cap. 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving
information with regard to our Company. Our Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief:

(a) the information contained in the prospectus is accurate and complete in all material
respects and not misleading or deceptive;

(b) there are no other matters the omission of which would make any statement herein or
the prospectus misleading; and

(c) all opinions expressed in the prospectus have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair and reasonable.

INFORMATION ABOUT THE SHARE OFFER

The Offer Shares are offered solely on the basis of the information contained and
representations made in the prospectus. No person is authorised in connection with the Share
Offer to give any information, or to make any representation not contained in the prospectus,
and any information or representation not contained herein must not be relied upon as having
been authorised by our Company, the Sponsor, the Joint Global Coordinators, the Joint Lead
Managers, the Joint Bookrunners, the Co-Lead Managers, the Underwriters, and any of their
respective directors, agents or advisers or any other person involved in the Share Offer.

The following information is provided for guidance only. Prospective applicants for the
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 and any applicable exchange control regulations and
applicable taxes in the countries of their respective citizenship, residence or domicile.

FULLY UNDERWRITTEN

The Share Offer comprises the Placing and the Public Offer. The Share Offer is an offer of
50,000,000 Shares under the Public Offer (subject to reallocation) and 450,000,000 Shares under
the Placing (subject to reallocation and the Over-allotment Option) in each case at the Offer
Price. Details of the structure of the Share Offer are set out in the section headed “Structure and
Conditions of the Share Offer” in the prospectus. The prospectus and the Application Forms
relating thereto set out the terms and conditions of the Share Offer.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

The Share Offer is sponsored by the Sponsor, lead managed by the Joint Global
Coordinators and is fully underwritten by the Underwriters subject to the Offer Price being
agreed on or before the Price Determination Date, as referred to in the paragraph headed
“Underwriting — Underwriting arrangements and expenses” in the prospectus.

DETERMINATION OF THE OFFER PRICE

The Offer Price is expected to be determined by agreement between our Company and the
Joint Global Coordinators (for themselves and on behalf of the Underwriters) on or around the
Price Determination Date. The Offer Price will be not more than HK$0.35 per Offer Share and is
currently expected to be not less than HK$0.25 per Offer Share, unless otherwise announced.
Investors applying for the Public Offer Shares must pay, on application, the maximum Offer
Price of HK$0.35 per Offer Share, together with brokerage of 1.0%, 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$0.35 per Offer Share.

The Joint Global Coordinators (for themselves and on behalf of the Underwriters) may,
with consent of our Company, reduce the number of the Offer Shares and/or the indicative Offer
Price range stated in the 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 be published at the website of the Stock
Exchange at www.hkexnews.hk and our website at semhld.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 and the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) on or around Friday, 7 February
2020 and in any event no later than 5:00 p.m. on Monday, 10 February 2020 or such later date
as may be agreed by our Company and the Joint Global Coordinators (for themselves and on
behalf of the Underwriters), the Share Offer will not proceed and will lapse.

RESTRICTIONS ON OFFER OF THE OFFER SHARES

No action has been taken in any jurisdiction other than Hong Kong to permit the offering
of the Offer Shares or the distribution of the prospectus in any jurisdiction other than Hong
Kong. Accordingly, the prospectus may not be used for the purpose of, and does not constitute,
an offer or invitation in any other jurisdiction or in any circumstances in which such offer or
invitation is not authorised or to any person to whom it is unlawful to make an unauthorised
offer or invitation. The distribution of the 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
PRC or U.S., except in compliance with the relevant laws and regulations of each of such
jurisdiction.
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INFORMATION ABOUT THIS PROSPECTUS AND 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 the 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 the prospectus, and any information
or representation not contained in the prospectus must not be relied upon as having been
authorised by our Company, the Sponsor, the Joint Global Coordinators, the Joint Lead
Managers, the Joint Bookrunners, the Co-Lead Managers, the Underwriters, any of their
respective directors, agents or advisers or any other person involved in the Share Offer.

Each person acquiring the Offer Shares will be required under the Share Offer and is
deemed by his acquisition of the Offer Shares, to confirm that he is aware of the restriction on
offers of the Offer Shares described in the 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 ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee for the granting of the Listing of, and
permission to deal in, the Shares in issue and to be issued pursuant to the Share Offer (including
the additional Shares which may be issued pursuant to the Capitalisation Issue, exercise of the
options that may be granted under the Share Option Scheme and exercise of the Over-allotment
Option). No part of the share or loan capital of our Company is listed on or dealt in on any other
stock exchange and no such listing or permission to list is being or proposed to be sought in the
near future.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of Listing of, and permission to deal in, our Shares on the Stock
Exchange and our Company’s compliance with the stock admission requirements of HKSCC, our
Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in
CCASS with effect from the Listing Date or any other date as determined by HKSCC.

Settlement of transactions between participants of the Stock Exchange is required to take
place in CCASS on the second business day after any trading day. All activities under CCASS
are subject to the General Rules of CCASS and CCASS Operational Procedures in effect from
time to time. All necessary arrangements have been made for our Shares to be admitted into
CCASS. Investors should seek the advice of their stockbrokers or other professional advisers for
details of those settlement arrangements and how such arrangements will affect their rights and
interests.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

REGISTER OF MEMBERS AND STAMP DUTY

Our Company’s principal register of members will be maintained by our principal share
registrar, Conyers Trust Company (Cayman) Limited, in the Cayman Islands. All Offer Shares
will be registered on our Hong Kong branch share register of members to be maintained by
Tricor Investor Services Limited which may be traded on the Stock Exchange. Dealings in
Shares registered in our Hong Kong branch register of members will be subject to Hong Kong
stamp duty. For further details about Hong Kong stamp duty, please seek professional tax advice.

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of subscribing for, or purchasing, holding
or disposing of, or dealing in or exercise of any rights in relation to the Offer Shares, you
should consult an expert.

None of our Company, the Sponsor, the Joint Global Coordinators, the Joint Lead
Managers, the Joint Bookrunners, the Co-Lead Managers, the Underwriters, their respective
directors, agents or advisors and every other person involved in the Share Offer accept
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 or exercise of any rights
in relation to the Offer Shares.

PROCEDURE FOR APPLICATION FOR PUBLIC OFFER SHARES

The procedure for application for Public Offer Shares is set out in the section headed “How
to Apply for Public Offer Shares” in the 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 the prospectus.

OVER-ALLOTMENT OPTION AND STABILISATION

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

STOCK BORROWING ARRANGEMENT

Details of the stock borrowing arrangement are set out in the paragraph headed “Structure
and Conditions of the Share Offer — Stock Borrowing Agreement” in the prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

TRADING AND SETTLEMENT

Dealings in the Shares are expected to commence on Friday, 14 February 2020. Shares will
be traded in board lots of 10,000 Shares each. The stock code for our Shares is 9929.

All necessary arrangements have been made enabling the Shares to be admitted into
CCASS. If the Stock Exchange grants the Listing of, and permission to deal in, the Shares and
our Company complies with the stock admission requirements of HKSCC, the Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with
effect from the date of commencement of dealings in the Shares on the Stock Exchange or any
other date HKSCC chooses. Settlement of transactions between participants of the Stock
Exchange is required to take place in CCASS on the second business day after any trading day.
All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

LANGUAGE

If there is any inconsistency between the prospectus and the Chinese translation of the
prospectus, this English prospectus shall prevail. If there is any inconsistency between the names
of any of the entities mentioned in the prospectus which are not in the English language and
their English translations, the names in their respective original languages shall prevail.

EXCHANGE RATES CONVERSION

Solely for your convenience, the prospectus contains translations of certain MOP amounts
into Hong Kong dollars at a specified rate. Unless we indicate otherwise, the translations of
MOP into Hong Kong dollars and vice versa have been made at the rate of MOP1.0315 to
HKS$1.00 in the prospectus.

For exchange rates translations throughout the prospectus (if any), we make no
representations and none should be construed as being made, that any of the Hong Kong dollar,
RMB, MOP or U.S. dollar amounts contained in the 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.

ROUNDING

In the prospectus, where information is presented in thousands or millions, amounts of less
than one thousand or one million, as the case may be, have been rounded to the nearest hundred,
or hundred thousand, respectively. Amounts presented as percentages have, in certain cases, been
rounded to the nearest tenth of a percent. Any discrepancies in any table or chart between totals
and sums of amounts listed therein are due to rounding. Accordingly, the total of each column of
figures as presented may not be equal to the sum of the individual items.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS
Name Residential Address Nationality
Executive Directors

Mr. Woo Chu Fai (#H:#f) Flat B, 43/F, Block 7 Chinese
Tung Chung Crescent
2 Mei Tung Street, Tung Chung
New Territories
Hong Kong

Mr. Wun Chi Wai (Fidf#) Flat A, 29/F, Tower 5 Chinese
8 Bel-Air Peak Avenue
Bel-Air No. 8, Bel-Air on the Peak

Pok Fu Lam
Hong Kong
Mr. Yu Chi Kwan (f7d ) Flat 6, 15/F, Block C Chinese

Oi Kan House
Tsz Oi Court
Tsz Wan Shan

Kowloon
Hong Kong
Non-executive Directors
Mr. Wan Man Keung (F*[4) Room 11, 29/F Chinese

Phase 2, Celestial Heights
80 Sheung Shing Street
Ho Man Tin

Kowloon

Hong Kong

Mrs. Kan Wan Wai Yee Mavis Flat A, 4/F, Block 2 Chinese
(FFHENR) Cotton Tree Mansions
11 Tak On Street
Hung Hom
Kowloon
Hong Kong

- 51 -



DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Name Residential Address Nationality

Independent non-executive

Directors
Mr. Lau Ping Cheung Kaizer Flat B, 19/F, Block 3 Chinese
(BH D) Cavendish Heights
33 Perkins Road
Jardine’s Lookout
Hong Kong
Dr. Sham Chung Ping Alain, 6/F, Block 32 Chinese
BBS (LAH-F) Baguio Villa
550 Victoria Road
Hong Kong
Mr. May Tai Keung Nicholas Unit 602, Block C Australian
(MK 58) Evergreen Villa

43 Stubbs Road
Happy Valley
Hong Kong

Please refer to the section headed “Directors, Senior Management and Staff” in the
prospectus for further details.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

PARTIES INVOLVED

Sponsor Ample Capital Limited
Unit A, 14/F
Two Chinachem Plaza
135 Des Voeux Road Central
Central
Hong Kong
(A licensed corporation carrying on
type 4 (advising on securities),
type 6 (advising on corporate finance) and
type 9 (asset management)
regulated activities as defined under the SFO)

Joint Global Coordinators, Joint Alpha Financial Group Limited
Bookrunners and Joint Lead Room A, 17/F
Managers Fortune House
61 Connaught Road Central
Central
Hong Kong

(A licensed corporation carrying on

type 1 (dealing in securities) and

type 6 (advising on corporate finance)
regulated activities as defined under the SFO)

Tiger Faith Securities Limited

Suite 1502, 15/F

The Chinese Bank Building

61-65 Des Voeux Road Central

Central

Hong Kong

(A licensed corporation carrying on

type 1 (dealing in securities)

regulated activities as defined under the SFO)

Joint Bookrunner and Joint Lead Sorrento Securities Limited
Manager 11/F The Wellington
198 Wellington Street
Central
Hong Kong

(A licensed corporation carrying on

type 1 (dealing in securities) and

type 4 (advising on securities)

regulated activities as defined under the SFO)
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Co-Lead Managers

Legal advisers to our Company

AFG Securities Limited

Room B, 17/F

Fortune House

61 Connaught Road Central

Central

Hong Kong

(A licensed corporation carrying on

type 1 (dealing in securities)

regulated activities as defined under the SFO)

CIS Securities Asset Management Limited
21/F, Centre Point

181-185 Gloucester Road

Wanchai

Hong Kong

(A licensed corporation carrying on

type 1 (dealing in securities),

type 2 (dealing in futures contracts),

type 4 (advising on securities) and

type 9 (asset management)

regulated activities as defined under the SFO)

Astrum Capital Management Limited
Room 2704, Tower 1

Admiralty Centre

18 Harcourt Road

Admiralty

Hong Kong

(A licensed corporation carrying on

type I (dealing in securities),

type 2 (dealing in futures contracts),

type 6 (advising on corporate finance) and
type 9 (asset management)

regulated activities as defined under the SFO)

As to Hong Kong law
Fairbairn Catley Low & Kong
23/F

Shui On Centre

6—8 Harbour Road

Wan Chai

Hong Kong

(Solicitors of Hong Kong)
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Legal advisers to the Sponsor and the
Underwriters

Reporting accountants and auditors
after Listing

Industry consultant

As to the Cayman Islands law
Conyers Dill & Pearman

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

(Cayman Islands attorneys-at-law)

As to Macau law

Leong Hon Man Law Office

Avenida Praia Grande N.° 409

China Law Building, 12.° Andar, Macau
(Macau legal advisers)

As to the PRC Law

Guangdong Shengtianping Law Firm
10/F., Hantang Building,

OCT, Nanshan District

Shenzhen, Guangdong

PRC

(PRC legal advisers)

as to Hong Kong law
David Fong & Co.

Unit A, 12/F

China Overseas Building
139 Hennessy Road

Wan Chai

Hong Kong

(Solicitors of Hong Kong)

Deloitte Touche Tohmatsu

35/F One Pacific Place

88 Queensway

Hong Kong

(Certified Public Accountants)
Registered public interest entity auditors

Frost & Sullivan Limited
1706, One Exchange Square
8 Connaught Place

Central

Hong Kong
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Receiving bank Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong
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CORPORATE INFORMATION

Registered office in Cricket Square
the Cayman Islands Hutchins Drive
P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

Headquarters and principal place of Unit A, 7th Floor
business in Hong Kong registered Connaught Harbourfront House
under Part 16 of the Companies Nos. 35-36 Connaught Road West
Ordinance Sheung Wan
Hong Kong
Company’s website semhld.com

(information on the website does not form part of
the prospectus)

Company secretary Mr. Chan Chi Hung
(Certified Public Accountant)
Room 1818, Yiu Him House
Yiu On Estate
Ma On Shan
New Territories
Hong Kong

Authorised representatives Mr. Woo Chu Fai
Flat B, 43/F, Block 7
Tung Chung Crescent
2 Mei Tung Street
Tung Chung
New Territories
Hong Kong

Mr. Chan Chi Hung

Room 1818, Yiu Him House
Yiu On Estate

Ma On Shan

New Territories

Hong Kong

Audit committee Mr. May Tai Keung, Nicholas (chairman)

Mrs. Kan Wan Wai Yee Mavis
Dr. Sham Chung Ping Alain
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CORPORATE INFORMATION

Remuneration committee

Nomination committee

Compliance adviser

Cayman Islands principal share
register and transfer office

Hong Kong Branch Share Registrar

Principal bank

Dr. Sham Chung Ping Alain (chairman)
Mr. Lau Ping Cheung Kaizer
Mrs. Kan Wan Wai Yee Mavis

Mr. Lau Ping Cheung Kaizer (chairman)
Mr. May Tai Keung, Nicholas
Mr. Wan Man Keung

Ample Capital Limited

Unit A, 14/F

Two Chinachem Plaza

135 Des Voeux Road Central

Central

Hong Kong

(A licensed corporation carrying on

type 4 (advising on securities),

type 6 (advising on corporate finance) and
type 9 (asset management)

regulated activities as defined under the SFO)

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111

Cayman Islands

Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

Bank of China Macau Branch
Bank of China Building
Avenida Doutor Mario Soares
Macau
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INDUSTRY OVERVIEW

The information presented in this section, unless otherwise indicated, is derived from
various official government publications and other publications and from the market research
report prepared by Frost & Sullivan, which was commissioned by us. We believe that the
information has been derived from appropriate sources and we have taken reasonable care in
extracting and reproducing the information. We have no reason to believe that the information
is false or misleading in any material respect or that any fact has been omitted that would
render the information false or misleading in any material respect. The information has not
been independently verified by us, the Sponsor, the Joint Global Coordinators, the Joint Lead
Managers, the Joint Bookrunners, the Co-Lead Managers, the Underwriters, or any of our or
their respective directors, officers or representatives or any other person involved in the
Share Offer (for the avoidance of doubt, except Frost & Sullivan), nor is any representation
given as to its accuracy or completeness. Accordingly, undue reliance should not be placed on
such information or statistics.

The information extracted from the Frost & Sullivan Report reflects estimates of market
conditions based on sampling, and is prepared primarily as a market research tool. Reference
to Frost & Sullivan should not be considered as the opinion of Frost & Sullivan as to the
potential investment of our Shares or in our Group. Our Directors believe that the sources of
information extracted from the Frost & Sullivan Report are appropriate sources for such
information. We have no reason to believe that such information is false or misleading or that
any material fact has been omitted that would render such information false or misleading.
Our Directors confirm that after making reasonable enquiries, there has been no adverse
change in market information since the date of the Frost & Sullivan Report which may

qualify, contradict or have an impact on the information in this section.

REPORT COMMISSIONED FROM FROST & SULLIVAN

We commissioned Frost & Sullivan, an independent market research and consulting
company, to conduct an analysis of, and to prepare a report on the Macau electrical and
mechanical engineering industry for the period from 2013 to 2023. The report prepared by Frost
& Sullivan for us is referred to in the prospectus as the Frost & Sullivan Report. We paid Frost
& Sullivan a fee of HK$450,000 which we believe reflects market rates for reports of this type.

Founded in 1961, Frost & Sullivan has 40 offices with more than 2,000 industry
consultants, market research analysts, technology analysts and economists globally. Frost &
Sullivan’s services include technology research, independent market research, economic
research, corporate best practices advising, training, client research, competitive intelligence and
corporate strategy. Frost & Sullivan has been covering the Chinese market since the 1990s. Frost
& Sullivan has five offices in China and direct access to the knowledgeable experts and market
participants in the electrical and mechanical engineering and related industry and its industry
consultants, on average, have more than three years of experience.
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We have included certain information from the Frost & Sullivan Report in the prospectus
because we believe this information facilitates an understanding of the Macau electrical and
mechanical engineering industry for the prospective investors. The Frost & Sullivan Report
includes information on Macau electrical and mechanical engineering industry as well as other
economic data, which have been quoted in the prospectus.

Frost & Sullivan’s independent research consists of both primary and secondary research
obtained from various sources in respect of the Macau electrical and mechanical engineering
industry. Primary research involved in-depth interviews with leading industry participants and
industry experts. Secondary research involved reviewing company reports, independent research
reports and data based on Frost & Sullivan’s own research database. Projected data were
obtained from historical data analysis plotted against macroeconomic data with reference to
specific industry-related factors. On this basis, our Directors are satisfied that the disclosure of
future projections and industry data in this section is not biased or misleading. We believe that
the sources of this information are appropriate sources for the information and we have taken
reasonable care in extracting and reproducing this information. We have no reason to believe
that this information is false or misleading in any material respect of that any fact has been
omitted that would render such information false or misleading in any material respect.

Except as otherwise noted, all of the data and forecasts contained in this section are derived
from the Frost & Sullivan Report, various official government publications and other
publications.

ASSUMPTIONS USED IN THE FROST & SULLIVAN REPORT

In compiling and preparing the Frost & Sullivan Report, Frost & Sullivan has adopted the
following assumptions:

. the social, economic and political environments in the relevant markets are likely to
remain stable in the forecast period, which ensures the stable and healthy development
of the Macau electrical and mechanical engineering industry;

. the Macau economy is likely to maintain stable growth in the next decade and the
Macau’s social, economic and political environment is likely to remain stable in the

forecast period;

. the Macau electrical and mechanical engineering industry is expected to grow based
on the macroeconomic assumptions of the economy; and

. additional key industry drivers include: urban renewal projects, government policies in
promoting tourism and increase in the number of maintenance projects in Macau.
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OVERVIEW OF MACROECONOMIC ENVIRONMENT IN MACAU
Nominal GDP

Macau experienced a rapid increase in nominal GDP from 2013 to 2014 due to strong
growth of gaming and tourism industries. In 2015 and 2016, the implementation of
anti-corruption initiatives by the Chinese central government slowed down the development of
the gaming and tourism sectors, which led to a drop in nominal GDP in Macau.

With the growing demand for goods and services as well as recovery of the tourism and
gaming industries, it is expected that Macau’s nominal GDP will recover at a relatively stable
rate in coming years at a CAGR of approximately 5.8% from 2019 to 2023, reaching
approximately MOP587.9 billion in 2023.

Nominal GDP (Macau), 2013-2023E
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Nominal GDP per Capita

Macau had demonstrated a robust growth in per capita nominal GDP from 2013 to 2014
due to booming gaming and tourism industries. With the implementation of anti-corruption
initiatives by Mainland China Government, the gaming and tourism performance was affected,
leading a drop in per capita nominal GDP in Macau in 2015 and 2016. However, with the
continuous development and recovery of gaming and tourism industries, per capita nominal GDP
in Macau is anticipated to grow gradually at a CAGR of 4.4% during 2019 to 2023.

Nominal GDP Per Capita (Macau), 2013-2023E
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Source: IMF, Frost & Sullivan
Total Population
Macau experienced a gradual increase in population from 608.0 thousand in 2013 to 661.0

thousand in 2018 at a CAGR of 1.7%. It is anticipated that population in Macau will follow a
steady growth at a CAGR of 1.3% during 2019 to 2023, reaching 705.0 thousand in 2023.

Population and Growth (Macau), 2013-2023E
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Inward Direct Investment

The period between 2013 and 2018 witnessed a sharp growth in inward direct investment in
Macau. The inward direct investment grew at a CAGR of 5.0% as a result of the tourism
activities, leading to investment and establishment of casinos and shopping malls. The growth of
inward direct investment is expected to be relatively the same, growing at a CAGR of 5.1%, due
to the expected stable growth in tourism and favourable economic environment over the period
from 2019 to 2023.

Inward direct investment (Macau), 2013-2023E
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Source:  Macau Department of Statistics, Frost & Sullivan

Value of Construction Work Done

With the strong demand for building construction due to booming tourism and gaming
industries, the value of construction work done had increased significantly from approximately
MOP48.5 billion in 2013 to approximately MOP79.2 billion in 2014. The dramatic increase
during 2013 to 2014 was primarily due to the construction of numbers of new casinos and hotels
in Macau. Following the significant growth during 2013 to 2014, the growth rate of value of
construction works done recorded a decline in 2015 and 2016.

Despite the downturn in Macau gaming industry in 2015 and 2016, the Macau government
has launched various promotional campaigns and related policies to support tourism. Meanwhile,
the completion of Hong Kong — Zhuhai — Macau Bridge in the coming years is expected to
promote the development in Macau, including the construction of new shopping malls,
commercial areas and casinos. Moreover, development of the New Urban Zone, a huge land
reclamation project in Macau spanning over approximately 2.8 square mile and expected to add
over 12% of land and for city use as highlighted in the Macau Policy Address (the “Policy
Address”) for the Fiscal Year 2017 was recognised as a key driver to the construction industry.
Moreover, the development of hotels and resorts from private sector is still ongoing. It is
expected that the construction market of Macau will continue to grow at a CAGR of
approximately 12.4% from 2019 to 2023, reaching approximately MO180.7 billion in 2023.
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The demand for E&M works is directly related to the building development and the
upgrade of the existing building facilities. The construction of new buildings would drive the
needs for installation of E&M system, which contributes to the growth of Macau E&M
engineering services market in Macau.

Value of Construction Work Done and Other Receipts (Macau), 2013-2023E
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OVERVIEW OF THE MACAU ELECTRICAL AND MECHANICAL ENGINEERING
MARKET

Definition and Classification

E&M engineering may also be referred to as building services engineering. It is about the
design, installation, operation, monitoring and maintenance of the technical services in various
buildings and structures to ensure safe, comfortable and environmentally friendly operation.

E&M engineering works encompass numerous aspects such as energy supply system (e.g.
gas and electricity), escalator and lift, heating system, ventilation system, air conditioning
system, low voltage system, distribution board and switchboard, communication lines system
(e.g. telephones and cables), building automation system, lightning protection system, fire
detection and protection system, security and alarm system, and plumbing and drainage system.

Value Chain Analysis

The value chain of E&M engineering market generally consists of three major parties:
clients; contractors; and suppliers. The employers of construction projects in Macau will in most
situations engage main contractors to be responsible for the overall administration and
supervision of all construction works involved in the construction projects. The main contractors
will not carry out all the construction works themselves and will delegate specific works, such
as E&M engineering works, to different subcontractors.
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It is a common practice of the construction industry in Macau for the main contractors to
outsource parts of construction projects to subcontractors because: (i) the subcontractors can
perform the same work for lower costs; (ii) the main contractors do not have the expertise in
certain area; (iii) the main contractors need the subcontractors to share the project workload due
to the large project size and tight deadline; and/or (iv) the main contractors do not have the
requisite qualifications to tender for the projects.

Depending on the internal resources level, cost effectiveness and level of works complexity,
the E&M engineering works subcontractors may further delegate certain parts of the E&M
engineering works (such as electrical-related E&M engineering works), or particular steps (such
as installation, testing and commissioning or maintenance), of the entire or certain portions of
the E&M engineering works to the sub-subcontractors. Construction projects can be classified as
either the public sector projects or the private sector projects. Public sector projects refer to
projects commissioned by the Macau Government, while private sector projects refer to projects
commissioned by individuals, privately owned property development companies and commercial
enterprises.

Value Chain of E&M Engineering Market

Downstream Midstream — Contractors Upstream — Suppliers

Clients (e.g. property |f‘>
owners, developers and Main Contractor >| Sub Contractor > Materlals and.
government Equipment Suppliers
departments) |f\>

Source: Frost & Sullivan

Market Size

The market size of E&M engineering services in Macau has increased from MOPS5.6 billion
in 2013 to MOPI11.9 billion in 2018, representing a CAGR of 16.3%. The robust growth is
attributable to the increase in number of hotel projects and the correspondent E&M engineering
services required. A slight drop was seen in 2016 due to the slowdown of overall construction
industry in Macau. The market size of E&M engineering services in Macau is expected to
further increase at a CAGR of 9.3% from 2019 to 2023, reaching MOP18.1 billion in 2023.

From 2013 to 2018, the new works segment increased from MOP4.1 billion to MOPS8.7
billion at a CAGR of 16.2 %, driven by the increase in construction of new buildings and the
needs for E&M engineering. The rising number of newly completed buildings in the commercial
segment, including casinos, hotels and shopping malls, contributes to the constant demand for
installation for E&M systems. The new works segment is forecasted to grows at a CAGR of
8.0% from 2019 to 2023.
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The sustained renovation works in urban renewal and upgrade of buildings gives a rise to
the demand for E&M engineering services. The repair and maintenance segment increased from
MOP1.5 billion in 2013 to MOP3.2 billion in 2018, at a CAGR of 16.4%. Macau has undergone
a rapid development in tourism sector during recent years while a number of facilities had been
established for some time and require regular inspection and renovation. In particular, reliability
and safety of E&M engineering systems such as electricity, wiring and surveillance system
becomes increasingly important and renovation, maintenance, alteration and addition works of
buildings may often cover E&M engineering systems. In addition, E&M engineering system in
buildings and facilities in Macau is expected to be upgraded in view of the impact on power and
electricity systems brought by Typhoon Hato in 2017. The repair and maintenance segment
would reach MOPS5.7 billion in 2023, at a CAGR of 12.2% from 2019 to 2023.

Specifically, the private sector of repair and maintenance segment increased from
MOP1,160.0 million in 2013 to MOP2,454.0 million in 2018, at a CAGR of 16.2%, which are
attributable to the increase in the number of hotels and casinos in Macau. With increased
competition, renovation cycle of hotels, casinos and the related entertainment facilities is
estimated to be further shortened, which would create demand for repair and maintenance
services. In addition, the ageing E&M systems of the hotels and casino completed from 2013 to
2018 would increase the demand for repair and maintenance services in the private sector. It is
expected that the private sector of repair and maintenance segment would maintain its growth at
a CAGR of approximately12.8% from 2019 to 2023.

Given the E&M engineering systems require regular and reliable inspection and
maintenance as aforesaid, the landlords of the premises will prefer such works to be handled by
reputable and established E&M engineering contractors. Further, there have been an increasing
need for the 24-hour E&M maintenance services in Macau because provision of maintenance
works during “off-peak” hours will cause much less disturbance to the daily operation of the
premises.

Market Size in Terms of Output Value of E&M Engineering by Services Types (Macau),
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Source: Frost & Sullivan
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Market Size in Terms of Output Value of Repair and Maintenance
- related E&M Engineering by Public and Private Sector (Macau), 2013-2023E
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Remark: The private sector includes projects commissioned by private developers whereas the public sector
includes projects commissioned by the Government of the Macau Government or the relevant
departments.

The revenue generated by the electrical-related E&M engineering works market in Macau
has increased from MOP3.2 billion in 2013 to MOP7.0 billion in 2018, representing a CAGR of
16.9%. It is a rising trend that various areas of the building infrastructures and facilities are
integrated to enable significant savings on installation, operating, enhancements and maintenance
costs throughout the whole life cycle of hospitality facilities, namely casinos, hotels and
shopping malls. Advanced technologies are combined with a comprehensive service portfolio,
which ensures high system availability and reliability, and facilitates seamless system upgrades
and expansions — for better customer experience and higher operational efficiency. This creates
new opportunities for the electrical-related E&M engineering works in the Macau. It is expected
that the revenue generated by the electrical-related E&M engineering works market in Macau
would grow at the CAGR of 9.3% from 2019 to 2023.
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Market Size in Terms of Output Value of Electrical-related E&M Engineering Works (Macau),
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Market Drivers

Redevelopment of hospitality facilities

Redevelopment of hospitality facilities is an increasing trend in Macau. The redevelopment
plan includes repairs, renovations, replacements and maintenance of casinos, hotels, retail shops
and restaurants. Upgrade of facilities and addition of retails shops is shown in the redevelopment
plans of major licensed gaming operators, namely extension of Sands Cotai and The Londoner
Macao and extension of Galaxy Macao Phase 3 and Phase 4. Installation of new electrical and
mechanical engineering systems are required in the redevelopment plans. The expansion,
renovation and rebranding of hospitality facilities are forecasted to translate into growth
opportunities for the electrical and mechanical engineering industry in Macau.

Rising awareness of emergency repair

Rising awareness towards failure of public utilities translates into greater demand for
emergency repair in buildings and facilities. Building disaster recovery and business continuity
plans are now becoming increasingly important in construction projects and top priority of urban
planning. Recently, the accidents of the public facilities have come into spot light. Macau
experienced the blackout in 2015 that hit up to one third of the Macau peninsula and paralysed
the operation of some shops, restaurants and banks. Power supplier Companhia de Electricidade
de Macau (CEM) attributed the failure to the hitch of facility that transmits power imported
from mainland’s China Southern Power Grid. The power cut further heightens the importance of
emergency repair in response to the failure of public utilities. It is forecasted the demand for
emergency repair would continue to grow in Macau. The healthy development of the overall
construction industry over past a few years has also led to a rapid rise in demand for public
utilities in Macau, including power supply, water and telecom services. People have decreasing
tolerance on the failure of public utilities and their expectation of repairing works to be
commenced and finished as soon as possible will drive up the demand for emergency repair. In
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particular, emergency repair for electricity and water facilities could enjoy the growth from the
accelerated development of construction sector and expansion of the public utilities in Macau.

Upgrading of public amenities and enhanced traffic management

With the rapid growth of tourism, the demand for public amenities in Macau is on the rise.
The government has been launching policies to upgrade the public amenities and infrastructure,
as well as enhancing traffic management. As set out in the 2019 policy address, the Light Rapid
Transit (LRT) Taipa line will commence operations in 2020 while the LRT A-Ma station and its
transport interchange are under construction. Other projects include the construction of the
fourth Macau-Taipa cross-harbour bridge, preliminary design of the fifth Macau-Taipa
cross-harbour route, and renovation and expansion of Macau International Airport. The
upgrading of public amenities and enhanced traffic management would, therefore, create the
huge demand for projects in relation to the electrical and mechanical engineering works in
Macau.

Together with the installation, testing and commissioning of route-wide traffic control and
surveillance system, the associated fire safety services, and other building works in relation to
the traffic enhancement projects would increase the demand for E&M engineering works in
Macau. Going forward, traffic management enhancement would alleviate the problem of traffic
congestion and increase the capacity to serve more tourists, which in turn benefits the building
development and E&M engineering services in the long term.

Surging demand from the construction of Smart City

As set out in the draft of its Five-Year Development Plan (2016-2020), the Macau SAR
Government plans to promote the development of Smart City. In 2020, the government will
establish an application platform to enable effective overall command during emergencies, which
will facilitate the capacities of monitoring, forecasting and coordination. Smart transport is
promoted through optimising the transportation system, transport configuration and road works
coordination, as well as provision of smart commuting services. The government will also
initiate preparatory works for rolling out a 5G network and press ahead with constructing
infrastructure for telecommunications operators, hence providing better mobile network services
to residents. The development of Smart City requires the investment in IT infrastructure and
public utilities, in which more construction works would be performed. To ensure the
smoothness of traffic flow, safety of workers and pedestrians, as well as minimising the impact
on environment, traffic controls and emergency repair are implemented to comply with the
operational standards. The pace of upgrading of public facilities is expected to grow
continuously, which in turn lead to an increase in demand for electrical and mechanical
engineering emergency repair.
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Market Trends
The rise in living standards and technological advancement

Given the gradual rising living standards and the advancement in technology, people have
higher expectation in living environments which require different building owners and operators
to upgrade their service and facilities system. For the upgrades, often the service and facilities
providers such as hotels or entertainment facilitators would prefer employing a more experienced
E&M engineering service providers who have more comprehensive capabilities as well as
detailed and periodic consultation plan on E&M engineering system installation or maintenance.
Such expertise will help building operators to lower their operating cost and system error
probability in the long run.

Digitalisation of E&M solution systems

In order to provide better service solutions and more advanced technology in responding
customers’ requirement in a timely manner and to provide better solutions system in response to
the rising technological upgrade. There is a rising trend where E&M engineering service
providers would employ digitalised system, enabling them to take higher control over the
monitoring of the condition of the E&M system, reporting the system errors etc. Such system is
increasingly embraced by E&M engineering service providers as they could identify and quickly
locate errors, thus implementing effective solutions to satisfy customers’ demands.

Market consolidation

With the gradual expansion of the E&M engineering services market in Macau, large-scale
market participants are expecting increase their market share by the provision of comprehensive
services while small-scale companies may be driven out of the market due to their limited
services and low bargaining power. Some leading E&M engineering service providers in Macau
have been seeking for expansion opportunities horizontally and vertically, in business scale and
diversification in revenue stream. Such integration would strengthen market position as well as
lowering operational and management cost.

Market Opportunities
Development of the New Urban Zone

According to the Policy Address 2019, the development of new urban zone has created
numerous opportunities for the construction industry and E&M engineering servicing industry. A
number of construction plans ranging from public offices, commercial buildings, public

housings, recreation centres etc., are in the pipeline to be built in the following years, benefiting
the E&M service providers on new construction and maintenance projects.
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Supportive government policies in promotion of environmental protection

As set out in the 2019 policy address, the Macau government will speed up the construction
of environmental-friendly infrastructure, implement the Macau Sewage Treatment Facilities
Master Plan, and optimise the Macau Peninsula Sewage Treatment Plan and its operations and
maintenance. It is expected that the design and upgrading of Coloane Sewage Treatment Plant
would be completed in 2020. Environmental engineering industry covers a wide range of
application fields like environmental chemistry, water treatment, waste management, process
engineering etc. and almost encompasses engineering activities from civil engineering to
chemical engineering, it is seen that in the coming future, the contractors with the ability to
offer multi-disciplinary engineering services are going to gain a competitive edge in Macau
when tendering for electrical and mechanical engineering projects.

Market Challenges
Increasing labour cost

Maintaining E&M systems are often complex, which requires skilled personnel in
performing maintenance works. However, due to the shortage of new and experienced labour, the
labour cost in E&M engineering services market in Macau has been rising over the past years.
According to the Macau Statistics and Census Service, the daily wage of overall electrician
workers in Macau has increased from MOP627.0 in 2013 to MOP821.5 in 2018, representing a
CAGR of 5.6%. It is predicted the cost of labour, especially for skilled personnels will continue
to rise due to the insufficiency of labour force, posing pressure on the operation cost of E&M
engineering service providers in Macau.

Over-reliance on gaming sector

The construction industry in Macau is highly dependent on the development of the gaming
sector and government policies, especially in land supply and planning. The demand for E&M
engineering services is also driven by the strategy and planning of the casinos and hotels
operators in Macau. The speed of development and refurbishment of the casinos and hotels
facilities shows a positive correlation with the needs for E&M engineering services as well as
maintenance services.

Entry Barriers
Long-established project reference

Proven track record is the key competitive factor in the E&M engineering industry.
Credible track record for quality of works, efficient division of labour, timely delivery within
budget control is the critical metrics for the companies to perform E&M works. New entrants
without sound reputation built on the past collaboration with the industry stakeholders and
experience in delivering E&M works would compromise a company’s overall competitiveness in
the market.
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Extensive industry expertise and sound reputation

Extensive experience combined with deep industry knowledge and expertise is the strong
indicator in evaluating the E&M Engineering companies. Being recognised and having a good
reputation allows the companies to win trust of customers and other industry stakeholders, more
importantly increases the possibilities of landing projects. From other perspectives, this can also
be a barrier for new entrants to enter the E&M engineering industry since they are new to the
market and have limited experience and reputation among the industry.

Initial capital requirements

Moreover, sufficient capital flow is important for E&M service providers to satisfy their
operational and capital needs. Failure to make timely payments for production or construction
costs may delay project schedules and affect their credibility. The upfront cost of a newly
awarded project includes the purchase of materials and equipment and recruitment of labour,
which is generally more than 10% of the contract sum. In addition, a proportion of capital is
required for the issuance of surety bond and other performance bonds. Such substantial amount
of capital requirements present barrier for both new entrants and existing leading market
participants of E&M engineering industry.

Cost Analysis

The average daily wage of local construction worker in Macau was from MOP754 in 2013
to MOP986 in 2018, while the average daily wage of non-resident construction worker was from
MOP520 in 2013 to MOP622 in 2018.

Average Daily Wages of Construction Workers (Macau), 2013-2018
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The average daily wages of E&M workers in Macau, including electricians and electrical
workers, air-conditioning mechanics, grew at a CAGR of 5.6% and 6.9% during 2013 to 2018.
Apart from the decrease in price of electric wire, the materials for E&M works generally
recorded a growth from 2013 to 2018.

Average Daily Wages of E&M Workers (Macau), 2013-2018

CAGR
Type of Workers Unit 2013 2014 2015 2016 2017 2018 (2013-2018)
Electricians and electrical workers Mop 627 683 795 832 763 821.5 5.6%
Air-conditioning mechanics Mop 623 700 755 827 937 §71.3 0.9%
Source: Macau Department of Statistics, Frost & Sullivan

Average Price of Selected Materials for E&M Works (Macau), 2013-2018

CAGR
Materials Unit 2013 2014 2015 2016 2017 2018 (2013-2018)
While PVC pipe for protecting electric MOP/unit 113 116 113 113 123 124 1.8%

and telephone wire
(Length: 3m Diameter: 20mm-32mm)

Thin grey PVC pipe for protecting MOP/unit 133 137 13.5 13.9 142 143 1.5%
electric and telephone wire and
drainpipe
(Length: 4m Diameter: 32mm)

Thin grey PVC pipe for protecting MOP/unit 735 742 755 715 80.5 809 1.9%
electric and telephone wire and
drainpipe
(length: 4m Diameter: 102mm)

Thick grey PVC water pipe MOP/unit 267 8.1 289 9.7 316 335 4.6%
(length: 4m Diameter: 32mm)

Thick grey PVC water pipe MOP/unit 134.0 134.0 137.0 137.0 137.0 136.5 0.4%
(length: 4m Diameter: 102mm)

Electric wire (single) MOP/100m 33660 32608 29085 25253 25105 27823 -3.7%
(Size: S0mm?)

Electric wire (single) MOP/100m 742.0 732.0 7133 629.8 6203 660.0 -2.3%
(Size: 10mm’)

Electric wire (single) MOP/100m 239.3 231.0 2353 21.0 28.5 240.0 0.1%
(Size: 2.5mm’?)

Source: Macau Department of Statistics, Frost & Sullivan
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COMPETITIVE LANDSCAPE OF THE MACAU ELECTRICAL AND MECHANICAL
ENGINEERING MARKET

Competition Overview

As estimated, there are more than 200 E&M engineering contractors in Macau in 2018. The
E&M Engineering industry in Macau is highly fragmented with the top five players contributing
13.3% of revenue generated by E&M engineering services in 2018. The Group recorded revenue
of MOP185.2 million in 2018, accounting for a market share of 1.6%.

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

Estimated
Revenue in
Rank Company Background 2018  Market Share
(MOP
Approximate
Million) (%)
1 Company A An E&M engineering service player in Hong Kong,
providing a comprehensive range of E&M
engineering works with operations in the PRC and
Macau 458.1 3.8%
2 Company B A Macau engineering company engaging in design,
installation, maintenance and consultancy for
different elements in E&M services such as
high/low voltage electrical power supply system,
air-conditioning and ventilation system, water
supply and plumbing/drainage system, being
Customer D of our Group 368.6 3.1%
3 Company C  The Macau operating arm (comprising Customer A2
of our Group) engaging in the provision of E&M
engineering services, belonging to an established
construction and engineering group listed in Hong
Kong 333.8 2.8%
4 Company D A construction and engineering group with focus on
E&M engineering in Hong Kong and Macau 2415 2.0%
5 The Group  An established E&M engineering works contractor in
Macau founded in 2006 with focus on providing
electrical-related E&M engineering works 185.2 1.6%
Top five subtotal 1,587.2 13.3%
Others 10,312.8 86.7%
Total revenue of E&M engineering
in Macau 11,900.0 100.0%
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Source: Frost & Sullivan
Remark:

1. Company A is an E&M engineering service player in Hong Kong, providing a comprehensive range of
E&M engineering with operations in Mainland China and Macau

2. Company B principally engages in the design, supply, installation and maintenance of electrical and
mechanical engineering services in Macau.

3. Company C specialises in the provision of electrical and mechanical engineering services in Hong Kong,
Macau and the PRC.

4. Company D is a construction and engineering group with focus on electrical and mechanical engineering in
Hong Kong and Macau.
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MACAU LAWS AND REGULATIONS

This section enumerates a summary of the relevant laws and regulations applicable to the
business in Macau.

(A) Regulatory and supervisory authority

Macau Land, Public Works and Transport Bureau (Direc¢do dos Servigos de Solos, Obras
Piblicas e Transportes, “DSSOPT”) is the principal regulatory authority for the construction
business, including the engineering works.

Concerning construction works, DSSOPT promotes coast protection, conservation and
maintenance, infrastructure and sanitation network development, public building and monument
construction, and licensing for urban buildings and the utilisation of electrical installations.

The relevant legal framework in respect of construction business is regulated by Decree
Law no. 79/85/M, partially revoked by Law no. 1/2015.

Decree Law no. 79/85/M is about the administrative rules governing the process of
approval of projects, licensing and supervision of construction works to be carried out in Macau.
For the purposes of this law, the construction of new buildings, as well as reconstructions,
restorations, repairs, modifications or expansions in existing buildings, demolitions of buildings
and any further works that determine a change in topography and soil application infrastructures
are considered as “construction works”. Pursuant to which, the execution of construction works
may only be carried out by companies or constructors that are duly registered with DSSOPT and
in respect of licensed and approved projects. Moreover, the construction works carried out in
Macau must be done by a technician duly registered with the DSSOPT.

In general, for the registration of companies or constructors, DSSOPT will assess their
capacity based on the documents submitted to DSSOPT, namely the list of the technical means
that the applicant is able to provide, as well as the list of the construction works previously
carried out by the applicant. Provided that a company or constructor has the required license to
carry out construction works, the relevant subcontractor is not required to obtain a new license
with DSSOPT.

The registration as a constructor with DSSOPT is valid until the end of the calendar year in
which it is requested. Failure to apply for renewal before the expiry date will result in the
expiration of the registration as constructor with DSSOPT.

Under the Law no. 1/2015, the preparation and execution of projects related to
air-conditioning and ventilation systems must be done by electrical engineers or technical
machine engineers or, if related to mechanical ventilation, by fire safety engineers, electrical
engineers, electro-mechanical engineers and mechanical engineers.
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The qualifications of the technicians involved in the constructions business are set out in
the Law no. 1/2015, which requires, in particular, those technicians, which include engineers and
architects, are required to be duly licensed and registered in the Architect, Engineer and Urban
Academy, a public authority in Macau. In addition, the technicians of the company or
constructor duly registered with DSSOPT, have been duly licensed and registered in the
Architect, Engineer and Urban Academy, and the relevant construction works are carried out
under their supervision.

Therefore, the companies or constructors which apply for the construction work license in
respect of approved projects shall register with DSSOPT and its engineers and architects are also
required to be duly licensed and registered in the Architect, Engineer and Urban Academy, a
public authority in Macau.

(B) Environmental protection

The principal legal regimes of safety and environmental laws of Macau, which are
applicable to every individual and corporate entity, are the Basic Law of Macau, the Law no.
2/91/M  which is known as the organic environmental law of Macau (the “Macau
Environmental Law”), 25 of August — Law no. 8/2014 regarding the prevention and control of
the environmental noise for the protection of health and tranquillity of the population (the “Law
of Prevention and Control of Ambient Noise”) and series of international conventions in
related fields applicable in Macau.

Article 119 of the Basic Law of Macau states that: “The Macau Special Administrative
Region shall carry out the protection of environment in accordance with law”. To implement this
article together with the Macau Environmental law, Law of Prevention and Control of Ambient
Noise and other applicable international conventions, numbers of environmental legislations in
form of laws, decree laws and administrative regulations have been enacted in various fields
such as natural heritage protection, air, sea and sound pollutions, hygiene of environment and
chemical goods.

The provisions of these laws and regulations apply to noise situations produced by: (i)
modification works, maintenance and repair in residential buildings; (ii) equipment used in
construction and other works; (iii) air conditioning equipment and air ventilation; (iv) activities
of everyday life and pets in residential buildings; (v) shows, entertainment and similar activities;
(vi) any activities in buildings or building units for industry, trade and services; and (vii)
activities in public spaces.

Macau Environmental Protection Bureau (“DSPA”) is responsible for the monitoring of
compliance with the provisions that concern (i) works of modification, maintenance and repair in
residential buildings; (ii) equipment used in construction and other works; (iii) air conditioning
systems and air ventilation; (iv) shows, entertainment and similar activities; and (v) industry,
trade and services.
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On the other hand, the Macau Public Security Police Force (“CPSP”) shall monitor the
compliance of noise in relation to daily living activities and pets in residential buildings and
public spaces.

DSPA’s staff, in the exercise of their supervisory functions, enjoys public authority and
may ask other public bodies, including the CPSP when collaboration is deemed necessary. The
staff shall carry an identification card, whose model is approved by order of the Chief Executive
of Macau, to be published in the Official Gazette of Macau.

DSPA can request departments and agencies, public or private that have acoustic expertise
for the necessary technical support to exercise their duties.

Law no. 8/2014 stipulates the rules for the prevention and control of environmental noise
pollution. Pursuant to which, no modification works, maintenance and repair, generating
disturbing noise in residential buildings can be carried out on Sundays and public holidays, as
well as the period between 7:00 p.m. and 9:00 a.m. on weekdays. Furthermore, the piling works
and the use of mechanical equipment, fixed or mobile, in construction works less than 200
meters from residential buildings and hospitals are prohibited on Sundays and public holidays,
as well as between 8:00 p.m. and 8:00 a.m. on weekdays.

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

(C) Laws and regulations relating to labour matters in Macau

The labour regime in Macau is based on Law no. 4/98/M (Framework Law on Employment
Policy and Workers” Rights) which prescribes general principles and directions of Labour
legislations.

Law no. 7/2008 (Labour Relation Law), which became effective on 1 January 2009 and
replaced the “old Labour law” — Decree-Law no. 24/89/M (Labour Relations, Juridical System),
provides the basic requirements and conditions for all types of Labour relations with certain
exceptions. In general, requirements and conditions stipulated in such law cannot be waived by
mutual agreement. All working conditions of whatever type of Labour relation should not be
worse than the basic conditions stipulated in such law.

The employer shall comply with the conditions required under Decree Law no. 37/89/M
(approval of general regulation of working safety and hygiene of office, service and commercial
establishment) in order to provide a safe and clean working condition for its employees, failing
of which will result fine and cautious measures to be imposed on the employer pursuant to
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Decree Law no. 13/91/M (determination of sanctions for the non-compliance of general
regulation of working safety and hygiene of office, service and commercial establishments).

Furthermore, for the construction business, the employer shall comply with the rules
provided under Decree Law no. 44/91/M (hygiene and safety regulation of civil construction)
and Decree Law no. 34/93/M (legal regime of noise at work), to provide a safe, clean and
environmentally friendly working conditions for the employees. Failure to comply with those
rules may result in the application of fines, pursuant to the provisions set out by Decree Law no.
67/92/M and Decree Law no. 48/94/M.

The statutory requirements stipulated under Decree Law no. 58/93/M (approval of social
security regime), revoked by Administrative Regulation no. 24/2015 (approval of labour credits
guarantee fund) and partially revoked by Administrative Regulation no. 6/2007, Law no.
21/2009, Law no. 4/2010 and Law no. 10/2015, and Decree Law no. 40/95/M (approval of legal
regime of reparation of damages caused by industrial accidents and occupational diseases),
stipulate that an employer is obliged to participate and contribute to the mandatory social
security funds and to obtain compulsory industrial accident insurance for its employees in
Macau in accordance with the relevant applicable legislations, failing of which will result an
administrative fine to be imposed on the employer as legal sanction.

In the event an industrial accident occurs, the employer shall notify Macau Labour Affairs
Bureau within 24 hours of the accident, or the time that they acknowledge and also the insurer
within the period as regulated under the insurance policy. Failing of notification to Macau
Labour Affairs Bureau will result an administrative fine from MOP2,500 to MOP12,500 to be
imposed on the employer.

All employees must either be permanent or non-permanent Macau residents or holders of
work permits in the case of foreign workers. Hiring a non-resident worker shall comply with
Law No. 21/2009 (law of hiring non-resident workers), and the employer is required to obtain
the work permit in the case of foreign worker. Except for certain limited situations stated under
Administrative Regulation No. 17/2004 (Regulation on Prohibition of Illegal Work), workers
other than Macau residents or holders of work permits will be considered as illegal workers in
Macau and employers will be criminally liable under Law No. 6/2004 (Law of Illegal
Immigration and Expulsion) and subject to an administrative fine according to the
above-mentioned administrative regulation.

In addition, the statutory requirements stipulated under Law No. 3/2014 (Regime of
Occupational Safety Card in Civil Construction), all individuals, whether they are employers or
not, who participates the execution of works on construction sites or in places where there will
be construction works are obliged to hold an valid occupational safety card.

The occupational safety card is issued by Macau Labour Affairs Bureau and it is used to
prove that a cardholder possesses basic safety knowledge in civil construction.
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The occupational safety card is acquired from finishing a training course of occupational
safety card in civil construction or passing a public examination instituted by Macau Labour
Affairs Bureau.

Failure to comply with those rules of Law No. 3/2014 (Regime of Occupational Safety
Card in Civil Construction), the employee may be punished with an administrative fine of MOP
500 and the employer may be punished with an administrative fine from MOP1,500 to MOP
7,500 pursuant to each employee involved in an violation.

The regulatory authorities which are responsible for labor safety, social security regime and
insurance matters are the Labour Affairs Bureau, Social Security Fund of Macau and Monetary
Authority of Macau, respectively.

Decree Law no. 44/91/M (Regulation of Hygiene and Safety in the work of Civil
Construction) establishes obligations and recommendations relating to civil construction
activities and is addressed to workers, contractors, as well as all persons permanently or
occasionally present on the site.

For the purposes of taking the necessary measures to ensure the proper organisation and
effective prevention of risks which may affect the life, physical integrity and health of workers
and clarify the workers of the potential danger situations to which they are subjected and how to
overcome them, making the educational action especially on those who, for the first time, work
in the company, the contractors and sub-contractors who employ 100 or more workers shall have
a employee as a safety officer.

(D) Laws and regulations relating to taxation in Macau

Under the Macau Laws, a company registered in Macau should comply with the tax regime
of Macau. According to the business nature of a company, the profit tax and the industrial tax
are payable by a company and a company also has the responsibility for the declaration of the
professional tax of their staff generally under the law no. 2/78/M.

A company shall declare the annual profit of last year to the Financial Services Bureau
from April to June for Group A taxpayers, and from February to March for Group B taxpayers,
and the Financial Services Bureau will assess the profit tax payable by each company
accordingly. Under the law no. 21/78/M (Profit Tax), and the Law No. 9/2014 as amended by
Law no. 5/2015, Law no. 15/2015, Law no. 11/2016 and Law no. 16/2017 (Budget laws of year
2015, 2016, 2017 and 2018), the profit tax of the first MOP600,000.00 is exempted and the
balance will be calculated by the rate from 12% that exceeds this amount for the year 2015 to
2018.

Pursuant to the Regulation of Industrial Tax, as approved by Law No. 15/77/M, all entities
who exercise any commercial or industrial activities are subject to the Industrial Tax. The
industrial tax is fixed and calculated according to the business nature of each company and due
for the operation based on the fixed rates of the activities as stated in the General Table of
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Activities as annexed in the same Regulation of Industrial Tax. However, all the industrial tax is
exempted by the Macau Government in the years 2014, 2015, 2016, 2017 and 2018. Macau
Government will decide whether the exemption will continue through the budget law of the
forthcoming years.

HONG KONG LAWS AND REGULATIONS
Business registration certificate

According to the Business Registration Ordinance (Chapter 310 of the Laws of Hong Kong)
(the “BRO”), a business must obtain a business registration certificate in accordance with
section 5 of the BRO. The application for a business registration certificate shall be made within
one month of the commencement of business.

Mandatory Provident Fund Schemes Ordinance

The Mandatory Provident Fund (the “MPF”) schemes are defined as contribution retirement
scheme managed by authorised independent trustees. The Mandatory Provident Fund Schemes
Ordinance (Chapter 485 of the Laws of Hong Kong) (the “MPFSO”) provides that an employer
shall participate in an MPF scheme and make contributions for its employees aged between 18
and 65. Under the MPF scheme, an employer and its employee are both required to contribute
5% of the employee’s monthly relevant income as mandatory contribution for and in respect of
the employee, subject to the minimum and maximum relevant income levels for contribution
purposes. Under Schedule 3 of the MPFSO, the maximum level of relevant income for
contribution purposes is currently HK$30,000 per month or HK$360,000 per year.

Inland Revenue Ordinance

Under section 52(2) of the Inland Revenue Ordinance, every person who is an employer
shall, when required to do so by notice in writing given by an assessor appointed under the
Inland Revenue Ordinance, furnish a return of all persons employed by him in receipt of
remuneration in excess of a minimum figure to be fixed by the assessor or any other person
employed by him named by the assessor. In addition, under section 52(4) of the Inland Revenue
Ordinance, where any person who is an employer commences to employ in Hong Kong an
individual who is or is likely to be chargeable to tax under Part 3 of the Inland Revenue
Ordinance, or any married person, he shall give notice thereof in writing to the Commissioner of
Inland Revenue not later than 3 months after the date of commencement of such employment.
Under section 52(5) of the Inland Revenue Ordinance, where any person who is an employer
ceases or is about to cease to employ in Hong Kong an individual who is or is likely to be
chargeable to tax under Part 3 of the Inland Revenue Ordinance, or any married person, he shall
give notice thereof in writing to the Commissioner of Inland Revenue not later than 1 month
before such individual ceases to be employed in Hong Kong.
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Employment Ordinance

The Employment Ordinance (Chapter 57 of the Laws of Hong Kong) (the “EQ”) provides
for, amongst other things, the protection of the wages of employees, to regulate general
conditions of employment, and for matters connected therewith.

Under section 25 of the EO, where a contract of employment is terminated, any sum due to
the employee shall be paid to him as soon as it is practicable and in any case not later than
seven days after the day of termination. Any employer who wilfully and without reasonable
excuse contravenes section 25 of the EO commits an offence and is liable to a maximum fine of
HK$350,000 and imprisonment for a maximum of three years.

Further, under section 25A of the EO, if any wages or any sum referred to in section
25(2)(a) of the EO are not paid within seven days from the day on which they become due, the
employer shall pay interest at a specified rate on the outstanding amount of wages or sum from
the date on which such wages or sum become due up to the date of actual payment. Under 63CA
of the EO, any employer who wilfully and without reasonable excuse contravenes section 25A of
the EO commits an offence and is liable on conviction to a maximum fine of HK$10,000.

Minimum Wage Ordinance

The Minimum Wage Ordinance (Chapter 608 of the Laws of Hong Kong) (the “MWO”),
which came into effect on 1 May 2011, provides a statutory minimum wage for the employees
employed under the EO in Hong Kong. In essence, wages payable to an employee in respect of
any wage period, when averaged over the total number of hours worked in the wage period,
should be no less than the statutory minimum wage. With effect from 1 May 2019, the statutory
minimum wage was increased from HK$34.5 per hour to HK$37.5 per hour. Any provision of
the employment contract which purports to extinguish or reduce the right, benefit or protection
conferred on the employees by the MWO is void.

Employees’ Compensation Ordinance

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

Under section 5 of the ECO, if an employee sustains an injury or dies as a result of an
accident arising out of and in the course of his employment, his employer is generally liable to
pay for the compensation even if the employee might have committed acts of faults or
negligence when the accident occurred. Similarly, under section 32 of the ECO, an employee
who suffers incapacity or dies arising from an occupational disease is entitled to receive the
same compensation as that payable to employees injured in occupational accidents.
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Further, section 40 of the ECO provides that an employer is not permitted to employ any
employee in any employment unless there is in force in relation to such employee a policy of
insurance issued by an insurer for an amount not less than that specified in the ECO.

Under section 40(2) of the ECO, an employer who fails to comply with the ECO to secure
an insurance cover is liable on conviction upon indictment to a fine of HK$100,000 and
imprisonment for two years and on summary conviction to a fine of HK$100,000 and
imprisonment for one year.

Occupational Safety and Health Ordinance

The Occupational Safety and Health Ordinance (Chapter 509 of the Laws of Hong Kong)
(the “OSHO”) regulates the safety and health matters in work places, and applies to all
employers and occupiers of premises where workplaces are located. Its primary purposes are (i)
to ensure the safety and health of employees when they are at work, (ii) to prescribe measures
that will make workplaces of employees safer and healthier for them, (iii) to improve the safety
and health standards applicable to certain hazardous processes, plant and substances used or kept
in workplaces, and (iv) to improve the safety and health aspects of working environments of
employees.

The employer shall ensure the safety and health at works of all his employees by:

(a) providing and maintaining plant and work systems that are safe and without risk to
health;

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

(c) providing all necessary information, instruction, training and supervision for ensuring
safety and health;

(d) providing and maintaining safe access to and egress from the workplaces; and
(e) providing and maintaining a work environment that is safe and without risk to health.

Under section 6 of the OSHO, failure to comply with the above provisions constitutes an
offence and the employer is liable on conviction to a fine of HK$200,000. An employer who
fails to do so intentionally, knowingly or recklessly commits an offence and is liable on
conviction to a fine of HK$200,000 and to imprisonment for six months.

Under section 9(1) of the OSHO, the Commissioner for Labour may serve an improvement
notice on an employer, or an occupier of premises where a workplace is located, if the employer
or occupier is contravening the OSHO, or has contravened in circumstances that make it likely
that the contravention will be continued or repeated. Under section 9(2)(e) of the OSHO, an
improvement notice must require the employer or occupier either to remedy the contravention
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within a period specified in the notice, or to refrain from continuing or repeating the
contravention.

Under section 9(5) of the OSHO, an employer who, without reasonable excuse, fails to
comply with a requirement of an improvement notice commits an offence and is liable on
conviction to a fine of HK$200,000 and to imprisonment for 12 months.

Competition Ordinance

The Competition Ordinance (Chapter 619 of the Laws of Hong Kong) (the “CO”) is to
prohibit conduct that prevents, restricts or distorts competition in Hong Kong; to prohibit
mergers that substantially lessen competition in Hong Kong, and to provide for incidental and
connected matters.

The CO includes the first conduct rule, which states that an undertaking shall not make or
give effect to an agreement, engage in a concerted practice, or, 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, and the second conduct rule, which prohibits anti-competitive conduct by a party with
substantial market power; and the merger rule, which states that an undertaking that has a
substantial degree of market power in a market must not abuse that power by engaging in
conduct that has as its object or effect the prevention, restriction or distortion of competition in
Hong Kong.

Upon breach, the Competition Tribunal may impose pecuniary penalty, director
disqualifications, and prohibition, damage and other orders on offenders. For pecuniary penalty,
section 93 of the CO enables the Competition Tribunal to award a penalty up to 10% of the
turnover of the undertakings involved for up to three years in which the contravention occurs.
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OVERVIEW
Introduction

Prior to the establishment of our Group, Mr. MK Wan and his younger brother, Mr. CW
Wun together with other business partners, through Ready Engineering and its subsidiaries, ran a
series of businesses. One of the subsidiaries of Ready Engineering, Ready System Engineering,
was principally engaged in the provision of E&M engineering services in Hong Kong since
1991. Mr. MK Wan, who was responsible for the daily operation and management of Ready
System Engineering, had accumulated a wealth of experience in E&M engineering industry.

In view of the growing demand for building construction due to booming tourism and
gaming industries in Macau, Mr. MK Wan decided to expand the E&M engineering services
business into Macau. Following the strategic planning of Mr. MK Wan, Ready Engineering set
up Ready System (Macau) in 2006 to explore new business opportunities in the E&M
engineering industry in Macau. The initial investment in Ready System (Macau) was financed by
a loan from Ready System Engineering. As at the date of its incorporation, Ready System
(Macau) was then owned as to 96% by Ready Engineering and as to 4% by Mr. MK Wan, while
Ready Engineering was then owned as to 70% by Mr. MK Wan, as to 10% by Mr. CW Wun, and
the remaining 20% was held by two Independent Third Parties.

Ready System (Macau) is an E&M engineering works contractor in Macau with focus on
providing electrical-related E&M engineering works. We commenced our business by providing
E&M engineering works in a casino development project in 2006. In 2007, we started to provide
E&M engineering works in commercial and residential development projects. In order to
strengthen our management ability, we set up SEM Resources in Hong Kong in 2015 to provide
management and administrative support to other Group members. In 2015, Ready System
(Macau) duly registered with the DSSOPT as a registered contractor for execution of
construction works in Macau. With this qualification, Ready System (Macau) is able to act as a
main contractor in construction projects. Our Directors believe that our registration with the
DSSOPT has broadened our customer base and will continue to bring business opportunities to
us in the future.

Business milestones

Year Major development and achievement
2006 Ready System (Macau) was incorporated in Macau on 15 May 2006
2006 Ready System (Macau) was awarded its first casino project with a total contract

sum of approximately MOP22.2 million
2007 Ready System (Macau) provided electrical engineering works in a mixed use

development (hotel and service apartments) project with a total contract sum of
approximately MOP118.6 million
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Year Major development and achievement

2007 Ready System (Macau) was awarded its first residential apartment project with a
total contract sum of approximately MOP34.8 million

2008 The annual revenue of our Group achieved approximately MOP70.0 million

2015 SEM Resources was incorporated in Hong Kong to provide management and
administrative support to other Group members

2015 Ready System (Macau) duly registered with the DSSOPT as a registered
contractor for execution of construction works; Ready System (Macau) was
awarded Project P2 to install and supply electrical system in a residential and
commercial development project at Taipa, Macau with the initial contract sum of
approximately MOP138.7 million

2016 Ready System (Macau) was awarded Project P1 to provide maintenance, supply
and installation of fitting out, electrical, mechanical ventilation and air
conditioning and plumbing works in a hotel renovation project at Avenida da
Amizade, Macau with the initial contract sum of approximately MOP120.6

million
2017 The annual revenue of our Group first achieved over MOP200.0 million
2019 Ready System (Macau) was awarded Project P13 to supply and install electrical

system in a hotel development project at Lago Nam Van, Macau with the initial
contract sum of approximately MOP168.8 million

Our corporate history

Our Group consists of our Company, SEM Investments, SEM Development, SEM Resources
and Ready System (Macau). Particulars of each Group member are set out below.

Our Company

Our Company was incorporated as an exempted company in the Cayman Islands with
limited liability under the Companies Law on 6 November 2015. Pursuant to the Reorganisation,
as more particularly described in the paragraph headed “Reorganisation” under this section, our
Company has become the holding company of our Group for the purpose of the Listing.

On 8 January 2016, each of Convoy Collateral Limited (“Convoy Collateral”) and DRL
Capital (“DRL Capital”) (both are Independent Third Parties) subscribed for 3,250,000 Shares
and 1,750,000 Shares at the consideration of HK$6,500,000 and HK$3,500,000, representing
6.5% and 3.5% of the then enlarged issued share capital of our Company respectively.
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On 5 February 2016, our Company was registered as a non-Hong Kong company under Part
16 of the Companies Ordinance.

On 24 December 2018, our Company repurchased 3,250,000 Shares held by Convoy
Collateral at a consideration of HK$8,775,000 and 1,750,000 Shares held by DRL Capital at a
consideration of HK4,725,000 respectively, out of its own profits.

The aforesaid repurchased Shares were subsequently cancelled and the issued share capital
of our Company was diminished by the nominal value of the aforesaid repurchased shares to
HK$450,000 divided into 45,000,000 Shares which are wholly-owned by SEM Enterprises.

For further details of the subscription of Shares and exit of Convoy Collateral and DRL
Capital, please refer to the paragraph headed “Reorganisation — 2. Incorporation of Our
Company”.

SEM Investments

SEM Investments was incorporated in the BVI with limited liability on 2 October 2015
with an authorised share capital of US$50,000 divided into 50,000 shares of US$1.00 each. On 6
November 2015, one subscriber share of SEM Investments was allotted and issued, credited as
fully paid to our Company.

As at the Latest Practicable Date, SEM Investments was an intermediate holding company
and held the entire issued share capital of SEM Development, the entire issued share capital of
SEM Resources and 96% of the share quota of Ready System (Macau). As at the Latest
Practicable Date, SEM Investments was principally engaged in investment holding and is a
wholly-owned subsidiary of our Company.

SEM Development

SEM Development was incorporated in the BVI with limited liability on 2 October 2015
with an authorised share capital of US$50,000 divided into 50,000 shares of US$1.00 each. On 6
November 2015, one subscriber share of SEM Development was allotted and issued, credited as
fully paid, to SEM Investments.

As at the Latest Practicable Date, SEM Development was an intermediate holding company
and held 4% of the share quota of Ready System (Macau). As at the Latest Practicable Date,
SEM Development was principally engaged in investment holding and is a wholly-owned
subsidiary of SEM Investments.

SEM Resources

SEM Resources was incorporated in Hong Kong with limited liability on 5 November 2015.
Upon its incorporation, one share was allotted and issued, credited as fully paid, to SEM
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Investments at the subscription price of HK$1.00, following which SEM Resources was wholly
owned by SEM Investments.

As at the Latest Practicable Date, SEM Resources was principally engaged in the provision
of management and administrative services to other members of our Group.

Ready System (Macau)

Ready System (Macau) was incorporated in Macau with limited liability with a share
capital of MOP25,000.00 on 15 May 2006 and registered in the Commercial and Movable Assets
Registry of Macau on 16 May 2006. Upon its incorporation, 96% of the share quota of Ready
System (Macau) was held by Ready Engineering and 4% of the share quota was held by Mr. MK
Wan. Please refer to the paragraph headed “Overview — Ready Engineering” in this section for
the historical shareholding changes in Ready Engineering on or after the incorporation of Ready
System (Macau).

On 1 December 2015, Ready Engineering and Mr. MK Wan transferred all their respective
shares in Ready System (Macau) to SEM Investments and SEM Development respectively.
Please refer to the paragraph headed “Reorganisation” in this section for details. As at the Latest
Practicable Date, 96% of the share quota of Ready System (Macau) is held by SEM Investments
and 4% of the share quota is held by SEM Development.

Ready Engineering

Ready Engineering was incorporated with limited liability in Hong Kong on 18 December
1987 and it is an investment holding company.

As at the date of the incorporation of Ready System (Macau) on 15 May 2006, Ready
Engineering was then owned as to 70% by Mr. MK Wan, as to 10% by Mr. CW Wun, and the
remaining 20% was held by two Independent Third Parties.

In December 2010, through numerous transfers of shares, the aforesaid two Independent
Third Parties ceased to be the shareholders of the Ready Engineering, while Mr. Yu and Mr. Ko
Chi Chung (an Independent Third Party) became the shareholders of Ready Engineering such
that Ready Engineering was then owned as to 70% by Mr. MK Wan, as to 24% by Mr. CW Wun,
as to 3% by Mr. Yu and as to 3% by Mr. Ko Chi Chung.

In October 2015, Mr. Ko Chi Chung transferred all his shares in Ready Engineering to Mr.
MK Wan. After the aforesaid transfer, while Ready System (Macau) remained to be owned as to
96% by Ready Engineering and as to 4% by Mr. MK Wan, Ready Engineering was then owned
as to 73% by Mr. MK Wan, as to 24% by Mr. CW Wun and as to 3% by Mr. Yu.
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Since 1 December 2015, prior to the Track Record Period, with Ready Engineering and Mr.
MK Wan transferred all their respective share capital in Ready System (Macau) to SEM
Investments and SEM Development respectively, Ready Engineering has ceased to be the
shareholder of Ready System (Macau).

REORGANISATION

For the purpose of the Listing, we underwent the Reorganisation (which was carried out
before the Track Record Period) as a result of which our Company became the holding company
of our Group.

The Reorganisation involved the following steps:
1. Incorporation of SEM Enterprises

SEM Enterprises was incorporated in the BVI with limited liability on 2 October 2015
with an authorised share capital of US$50,000 divided into 50,000 shares of US$1.00 each,
of which 7,408 shares, 2,304 shares, and 288 shares of SEM Enterprises were allotted and
issued fully paid at par to Mr. MK Wan, Mr. CW Wun and Mr. Yu respectively representing
74.08%, 23.04% and 2.88% respectively of the total issued share capital of SEM
Enterprises upon incorporation.

2. Incorporation of our Company

Our Company was incorporated as an exempted company in the Cayman Islands with
limited liability under the Companies Law on 6 November 2015. Upon incorporation, the
authorised share capital of our Company was HK$380,000 divided into 38,000,000 Shares
of HK$0.01 each. One subscriber Share was allotted and issued as fully paid to the first
subscriber, an Independent Third Party, on 6 November 2015, which was transferred to
SEM Enterprises on the same day.

On 6 November 2015, 37,999,999 Shares were allotted and issued, fully paid to SEM
Enterprises at par.

On 18 December 2015, the authorised share capital of our Company was increased
from HK$380,000 to HK$50,000,000 by the creation of an additional 4,962,000,000 Shares.
On the same date, 7,000,000 Shares were allotted and issued fully paid to SEM Enterprises
at par.

Subscription of Shares by Convoy Collateral and DRL Capital
On 8 January 2016, Convoy Collateral entered into a subscription agreement with
the Company, pursuant to which Convoy Collateral subscribed for 3,250,000 Shares at

a consideration of HK$6,500,000, representing 6.5% of the then enlarged issued share
capital of the Company.
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Convoy Collateral is a limited company incorporated in Hong Kong on 2 June
2003. To the best knowledge of the Directors, as at 8§ January 2016, Convoy Collateral
was principally engaged in the provision of money lending and proprietary investment
services and was an indirect wholly-owned subsidiary of Convoy Financial Services
Holdings Limited (stock code: 1019).

On 8 January 2016, DRL Capital entered into a subscription agreement with the
Company, pursuant to which DRL Capital subscribed for 1,750,000 Shares at a
consideration of HK$3,500,000, representing 3.5% of the then enlarged issued share
capital of the Company.

DRL Capital is an exempted company incorporated in the Cayman Islands on 6
March 2013 with limited liability. To the best knowledge of the Directors, as at 8§
January 2016, (i) DRL Capital was principally engaged in investment holding; (ii) the
authorised capital of DRL Capital was US$50,000 divided into 100 management
shares of US$1.00 par value each and 4,990,000 participating shares of US$0.01 par
value each; (iii) Cassia General Partner I Limited (incorporated in the Cayman
Islands), Convoy Fund Management Limited (incorporated in the Cayman Islands) and
Lee Derek Ho Yin were the holders of the management shares of DRL Capital; and
(iv) the participating shares of DRL Capital were held by Convoy Collateral, Lee
Derek Ho Yin, two associates of Lee Derek Ho Yin, and an individual investor.

The abovementioned subscriptions were originally about the pre-IPO investments
by Convoy Collateral and DRL Capital to the Group in the lapsed GEM listing project
of the Group in 2016. Further details of the abovementioned subscriptions are as

follows:
Subscriber : Convoy Collateral DRL Capital
Date of subscription : 8 January 2016 8 January 2016
agreement
Consideration : HK$6,500,000 HK$3,500,000
Payment date of : 8 January 2016 8 January 2016

the consideration

Number of Shares : 3,250,000 Shares 1,750,000 Shares
subscribed

Subscription cost per : HKS$2 HK$2
Share

Intended use of : For payment of expenses incurred in connection
proceeds with the GEM listing application of the Group
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Exit of Convoy Collateral and DRL Capital

Nevertheless, the relevant GEM listing project had not proceeded at the end and
lapsed. After around two years, at the request of the Company, Convoy Collateral and
DRL Capital decided to divest their lapsed pre-IPO investments and therefore the
Company entered into a sale and repurchase agreement with each of Convoy Collateral
and DRL Capital on 19 December 2018, pursuant to which the Company would
repurchase 3,250,000 Shares at a consideration of HK$8,775,000 from Convoy
Collateral and 1,750,000 Shares at a consideration of HK$4,725,000 from DRL
Capital.

Both repurchase of Shares were completed on 24 December 2018 and both
Convoy Collateral and DRL Capital ceased to be shareholders of the Company.

The Directors confirm that there is no special right to be exercised by Convoy
Collateral and DRL Capital in relation to the Group and that they do not have any
interests in the Company nor its subsidiaries.

3. Incorporation of SEM Investments

SEM Investments was incorporated in the BVI with limited liability on 2 October
2015 with an authorised share capital of US$50,000 divided into 50,000 shares of US$1.00
each. One subscriber share of SEM Investments was allotted and issued to our Company at
par on 6 November 2015.

4. Incorporation of SEM Development

SEM Development was incorporated in the BVI with limited liability on 2 October
2015 with an authorised share capital of US$50,000 divided into 50,000 shares of US$1.00
each. One subscriber share of SEM Development was allotted and issued to SEM
Investments at par on 6 November 2015.

5. Incorporation of SEM Resources
SEM Resources was incorporated in Hong Kong with limited liability on 5 November
2015. Upon incorporation, one share of HK$1.00 of SEM Resources was allotted and issued

to SEM Investments, therefore SEM Resources became a wholly owned subsidiary of SEM
Investments.
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6. Acquisition of Ready System (Macau) by SEM Investments and SEM
Development

On 1 December 2015, Ready Engineering, Mr. MK Wan, SEM Investments, SEM
Development and Ms. Lam Yin, the spouse of Mr. MK Wan entered into a sale and
purchase agreement, pursuant to which Ready Engineering transferred the share quota of
MOP24,000 in Ready System (Macau) to SEM Investments and Mr. MK Wan transferred
the share quota of MOP1,000 in Ready System (Macau) to SEM Development respectively
at par. The said transfers were properly and legally settled and completed on 2 December
2015. As at the Latest Practicable Date, Ready System (Macau) is held by SEM
Investments and SEM Development as to 96% and 4% respectively.

Immediately after the aforesaid transfer of shares, Ready System (Macau) became an
indirect wholly-owned subsidiary of our Company.

THE CAPITALISATION ISSUE AND THE SHARE OFFER

We will offer the Offer Shares for subscription at the Offer Price. Conditional upon the
crediting of our Company’s share premium account as a result of the allotment and issue of the
Offer Shares pursuant to the Share Offer, our Directors are authorised to capitalise an amount of
HK$14,550,000 standing to the credit of the share premium account of our Company by
applying such sum towards the paying up in full at par of 1,455,000,000 Shares for allotment
and issue to SEM Enterprises.

OUR GROUP STRUCTURE

Set out below is a diagram showing the shareholding structure of our Group immediately
before the Reorganisation:

Mr. MK Wan Mr. CW Wun Mr. Yu

4% 13% 24% 3%

Ready Engineering

(Hong Kong)

l 96%

Ready System (Macau)
(Macau)
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The following diagram shows the shareholding and our corporate structure immediately
after completion of the Reorganisation, as at 1 January 2016 (being the commencement date of
the Track Record Period), as at the Latest Practicable Date and immediately before completion
of the Capitalisation Issue and the Share Offer:

Mr. MK Wan Mr. CW Wun Mr. Yu
74.08% 23.04% 2.88%
SEM Enterprises
(BVI)
100%
Our Company
(Cayman Islands)
100%
SEM Investments
(BVI)
100%
SEM Development
(BVI)
100% 96% 4%
SEM Resources Ready System (Macau)
(Hong Kong) (Macau)

Note: From 8 January 2016 to 24 December 2018, our Company was owned as to 90% by SEM Enterprises, as to
6.5% by Convoy Collateral Limited and as to 3.5% by DRL Capital. Both Convoy Collateral Limited and
DRL Capital are Independent Third Parties. For details, please refer to the paragraph headed “Overview —
Our corporate history — Our Company” in this section.
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The following diagram illustrates the shareholding and our corporate structure immediately
following the completion of the Capitalisation Issue and the Share Offer (without taking into
account any Shares which may be allotted and issued pursuant to the exercise of the
Over-allotment Option or any options that may be granted under the Share Option Scheme):

Mr. MK Wan Mr. CW Wun Mr. Yu Public
74.08% 23.04% 2.88%
SEM Enterprises
(BVI) 25%
75%
Our Company
(Cayman Islands)
100%
SEM Investments
(BVI)

100%

SEM Development
(BVI)
100% 96% 4%
SEM Resources Ready System (Macau)
(Hong Kong) (Macau)
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BUSINESS OVERVIEW

Founded in 2006, we are an established E&M engineering works contractor in Macau with
our focus on providing electrical-related E&M engineering works. During the Track Record
Period, the scope of our E&M engineering works mainly consisted of supply, installation and
maintenance of electrical system, for new and existing buildings in the projects of commercial
and residential development, hotel development, casino development and hotel renovation in
Macau. All our revenue was derived from Macau during the Track Record Period.

The following table sets forth the breakdown of our revenue attributable to the provision of
E&M engineering works during the Track Record Period by property type:

FY2016 FY2017 FY2018 TM2018 T™M2019
MOP’000 % MOP’000 % MOP’000 %  MOP’000 % MOP’000 %
(unaudited)
Hotels and casino 101,747 72.9 116,707 56.1 89,960 48.6 60,431 5.0 77,665 70.6
Residential properties 1,320 0.9 1,067 0.5 4350 24 168 0.1 0,048 6.0
Commercial properties 31,722 22.7 90,139 434 89,727 48.4 57,932 48.8 24,002 21.8
Others 4,897 3.5 - - L192 0.6 112 0.1 1,729 1.6
Total 139,686  100.0 207,913  100.0 185,229  100.0 118,643  100.0 110,044  100.0

We provided our E&M engineering works in Macau through Ready System (Macau) which
has registered with the DSSOPT as a registered contractor for execution of construction works
(E i TH2), and were generally engaged as a subcontractor or sub-subcontractor. As such, our
customers were generally the main contractors or the E&M engineering works subcontractors in
the relevant development and renovation projects in Macau.

Our suppliers during the Track Record Period generally included suppliers of electrical
parts and components such as cable containments, distribution boards, light fittings and wire
accessories, and we also engaged our subcontractors to carry out those relatively more labour
intensive installation works or works required specific skill sets, as well as to provide general
labour support.

During the Track Record Period, while our projects were at various scales, major part of
our revenue was attributable to the large scale projects, i.e. Projects P1 to P10. Approximately
T7.1%, 94.5%, 85.2% and 56.6% of our revenue in FY2016, FY2017, FY2018 and 7M2019 were
attributable to our projects each with recognised revenue of more than MOP10 million (MOP6
million for 7M2019) to us for the same periods, respectively. The initial contract sum of each of
Projects P1 to P9 is over MOP10 million and in particular, the initial contract sum of each of
Projects P1 and P2 is over MOP100 million. For further information of Projects P1 to P10,
please refer to the subsection headed “Our projects” in this section.
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During the Track Record Period, nearly all our E&M engineering works were provided for
private sector projects, while we had only five public sector projects, with their revenue
recognised in FY2016, FY2018 and 7M2019 at approximately MOP4.9 million, MOP255,000
and MOP367,000, respectively.

In FY2016, FY2017, FY2018 and 7M2019, our revenue amounted to approximately
MOP139.7 million, MOP207.9 million, MOP185.2 million and MOP110.0 million, respectively.
According to the Frost & Sullivan Report, our revenue attributable to E&M engineering works in
Macau in FY2018 represented approximately 1.6% of the total revenue generated from the entire
E&M engineering industry in 2018 in Macau, and ranked fifth among the E&M engineering
works contractors in Macau in terms of share of total industry revenue in 2018.

During the Track Record Period, we had completed 30 projects. As at 31 July 2019, we had
20 on-going projects (either in progress or yet to commence). After 31 July 2019 and up to the
Latest Practicable Date, we had completed two further projects and five new projects had been
awarded. As at the Latest Practicable Date, we had 23 on-going projects (either in progress or
yet to commence). Our Directors expect that these on-going projects will contribute revenue to
us of approximately MOP85.1 million for the remaining five months ended 31 December 2019,
approximately MOP157.9 million in FY2020 and approximately MOP74.2 million in FY2021.
These on-going projects are expected to be completed by FY2021.

OUR COMPETITIVE STRENGTHS

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

We are an established E&M engineering works contractor in Macau

We were founded in 2006 and have been operating for more than ten years. We
commenced our business by providing E&M engineering works in a casino development
project in 2006. In 2007, we started to provide E&M engineering works in commercial and
residential development projects. In 2015, Ready System (Macau) duly registered with the
DSSOPT as a registered contractor for execution of construction works in Macau. With this
qualification, Ready System (Macau) is able to act as a main contractor in construction
projects. Our Directors believe that our registration with the DSSOPT has broadened our
customer base and will continue to bring business opportunities to us in the future.

According to the Frost & Sullivan Report, our revenue attributable to E&M
engineering works in Macau in FY2018 represented approximately 1.6% of the total
revenue generated from the entire E&M engineering industry in 2018 in Macau, and ranked
fifth among the E&M engineering works contractors in Macau in terms of share of total
industry revenue in 2018.
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Based on our internal records, in FY2016, FY2017, FY2018 and 7M2019, we
submitted 12, 36, 99 and 57 quotations/tenders to our customers (excluding quotations in
relation to variation orders), respectively and had been awarded 2, 10, 37 and 23 projects.
As at the Latest Practicable Date, we had submitted 77 quotations/tenders but pending
result of whether they will be awarded, and the total contract sum of them was
approximately MOP548.3 million. For details of our success rates, please refer to the
paragraph headed “Business model and our operation — Quotation/tender submission and
acceptance” in the prospectus. During the Track Record Period, we had completed 30
projects. As at 31 July 2019, we had 20 on-going projects (either in progress or yet to
commence). After 31 July 2019 and up to the Latest Practicable Date, we had completed
two further projects and five new projects had been awarded. As at the Latest Practicable
Date, we had 23 on-going projects (either in progress or yet to commence). Our Directors
expect that these on-going projects will contribute revenue to us of approximately
MOPS85.1 million for the remaining five months ended 31 December 2019, approximately
MOPI157.9 million in FY2020 and approximately MOP74.2 million in FY2021. These
on-going projects are expected to be completed by FY2021.

According to the Frost & Sullivan Report, it is expected that the revenue of the E&M
engineering industry in Macau would reach approximately HK$18.1 billion in 2023,
growing at a CAGR of approximately 9.3% from 2019 to 2023.

We believe our proven track records that we are able to identify and capture the future
growth opportunities in the E&M engineering industry in Macau.

In view of our long operating history, reputation and proven track record, our
Directors consider that we are an established E&M engineering works contractor in Macau.

We have established relationships with our top five customers, top five suppliers and
top five subcontractors

As at the Latest Practicable Date, we have established business relationships with our
top five customers since the year ranging from 2007 to 2019.

Our top five customers, Customers Al and A2, had been working with us since 2015
and 2007, respectively, who awarded us the Projects P1 and P2 respectively, the initial
contract sum of each is over MOP100 million. Further, one of our top five customers,
Customer B, had been working with us since 2014, who awarded us the Projects P3 and P4,
with the initial contract sum at approximately MOP75 million and MOP30 million,
respectively. Further, Project P13 with initial contract sum of approximately MOP168.8
million was awarded by Customer A2 in May 2019 and a new Project P15 with initial
contract sum of approximately MOP82.6 million was awarded by Customer L in October
2019. For further information of our projects, please refer to the subsection headed “Our
projects” in this section.
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According to the Frost & Sullivan Report, proven track record, extensive experience
combined with deep industry knowledge and expertise, sound reputation and sufficient
capital flow are the keys to securing contracts and businesses in the E&M engineering
industry. Credible providers tend to get repetitive businesses from the major developers and
main contractors since historical partnerships are highly valued when selecting
subcontractors.

In view of the aforesaid, our Directors consider that our long term relationships with
our top five customers also demonstrate our capability in providing high quality works and
completing projects on time and within budget, which enable us to maintain our clientele
base and attract new customers, and cannot be easily replicated by our competitors.

During the Track Record Period, our top five suppliers consisted of suppliers of
electrical parts and components such as cable containments, distribution boards, light
fittings and wire accessories, while our top five subcontractors generally E&M engineering
companies providing to us certain electrical installation works, certain works which
required specific skill sets, certain plumbing works and general labour support. As at the
Latest Practicable Date, our top five suppliers and top five subcontractors had been
working with us since the year ranging from 2007 to 2017. Our Directors believe that our
established relationships with our top five suppliers and top five subcontractors have been
and will continue to be our valuable assets enabling us to take up projects of various scales
and service scopes and fulfil our customers’ requirements.

We have an experienced and dedicated management team

We have an experienced and dedicated management team with extensive knowledge of
the E&M engineering industry and project management experience in the services that we
provide. Our executive Directors and senior project managers have an average industry
experience of greater than approximately 20 years. Most integral to the success of our
Group is Mr. MK Wan, our founder, Chairman and non-executive Director, who has over 25
years of experience in the E&M engineering industry and has facilitated our Group to
establish long term relationships with our customers, suppliers and subcontractors. Further,
Mr. Woo, our executive Director and chief executive officer, Mr. Yu, our executive Director
and senior project manager, and Mr. Wong Man Wai Thomas, our assistant project manager,
all have over 20 years of experience in the E&M engineering industry. For details of the
profile of our management team, please refer to the section headed “Directors, senior
management and staff” in the prospectus.

Under the leadership of our management team, we have built up our capacity,
expanded our scope of services and enhanced our market presence. The broad know-how
and industry knowledge acquired and accumulated over the years by our management team
have and will continue to be beneficial to our business and prospects.
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BUSINESS STRATEGIES

Our objective is to achieve sustainable growth in our business in Macau by implementing
the business strategies of (i) strengthening our financial position to undertake more sizeable
E&M engineering projects; (ii) establishing an E&M maintenance department; and (iii)
strengthening our manpower. For further details of our business strategies, please refer to the
paragraph headed “Future plans and use of proceeds — Business strategies” in the prospectus.

OUR E&M ENGINEERING WORKS

E&M engineering (while they may also be referred to as building services engineering) is
about the design, installation, operation, monitoring and maintenance of the technical services in
various buildings and structures to ensure safe, comfortable and environmentally friendly
operation.

E&M engineering works encompass numerous aspects such as energy supply system (e.g.
gas and electricity), escalator and lift, heating system, ventilation system, air conditioning
system, low voltage system, distribution board and switchboard, communication lines system
(e.g. telephones and cables), building automation system, lightning protection system, fire
detection and protection system, security and alarm system, and plumbing and drainage system.

With our focus on providing electrical-related E&M engineering works, during the Track
Record Period, the scope of our E&M engineering works mainly consisted of supply, installation
and maintenance of electrical system, for new and existing buildings in the projects of
commercial and residential development, hotel development, casino development and hotel
renovation in Macau.

BUSINESS MODEL AND OUR OPERATION

As revealed by the Frost & Sullivan Report, the employers of construction projects in
Macau will in most situations engage main contractors to be responsible for the overall
administration and supervision of all construction works involved in the construction projects.
The main contractors will not carry out all the construction works themselves and will delegate
specific works, such as E&M engineering works, to different subcontractors.

As revealed by the Frost & Sullivan Report, it is a common practice of the construction
industry in Macau for the main contractors to outsource parts of construction projects to
subcontractors because: (i) the subcontractors can perform the same work for lower costs; (ii)
the main contractors do not have the expertise in certain area; (iii) the main contractors need the
subcontractors to share the project workload due to the large project size and tight deadline;
and/or (iv) the main contractors do not have the requisite qualifications to tender for the
projects.
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Depending on the internal resources level, cost effectiveness and level of works complexity,
the E&M engineering works subcontractors may further delegate certain parts of the E&M
engineering works (such as electrical-related E&M engineering works), or particular steps (such
as installation, testing and commissioning or maintenance), of the entire or certain portions of
the E&M engineering works to the sub-subcontractors.

According to the Frost & Sullivan Report, construction projects can be classified as either
the public sector projects or the private sector projects. Public sector projects refer to projects
commissioned by the Macau Government, while private sector projects refer to projects
commissioned by individuals, privately owned property development companies and commercial
enterprises. During the Track Record Period, nearly all our E&M engineering works were
provided for private sector projects, while we had only five public sector projects, with their
revenue recognised in FY2016, FY2018 and 7M2019 at approximately MOP4.9 million,
MOP255,000 and MOP367,000, respectively.

We provided our E&M engineering works through Ready System (Macau) in Macau, and
were generally engaged as a subcontractor or sub-subcontractor. As such, our customers were
generally the main contractors or the E&M engineering works subcontractors in the relevant
development and renovation projects in Macau.

Our E&M engineering works are carried out with different specifications to fulfill our
customers’ needs and site conditions which are different from project-to-project, and therefore
the actual project duration and complexity also vary from project-to-project.

During the Track Record Period, we secured new businesses through direct invitation to
submit quotation/tender by our customers. Whether it was by way of quotation or tender, it is a
matter of form chosen by our customers, and nevertheless involved similar operation procedures.

To the best knowledge of our Directors, our customers will most likely invite more than
one subcontractors to submit quotation/tender for them to choose in order to engage the
subcontractor who can provide quality works with competitive price. There is no assurance that
our customers will award us projects for every quotation/tender we submit. We must face
competitors. For contractor with similar reputation and track records with us, in the event that it
offers a more competitive price than our tendered price or quotation for the same project, such
project may be awarded to them. On the other hand, if we reduce our tendered price or quotation
in order to increase our competitiveness against our competitors, even though the project is
awarded to us, we may face a downward pressure on our profit margin.

We adopt a pro-active mode in our projects procurement strategy. We explore and utilise
every opportunity to secure new projects for our Group. Upon receiving invitation to submit
quotation/tender from our customers (with or without existing business relationships), it is our
policy to reply with our quotations/tenders rather than rejecting their requests.
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The following pattern illustrates the work-flow of our typical E&M engineering works

project:
Description Duration (Note)
Quotation/tender submission and acceptance Generally three months
Project implementation Generally two weeks to three months
Installation, testing and commissioning Generally 12 to 24 months
Defect liability period Generally 12 to 24 months

Note: The length of time is for general reference only. The actual duration shall depend on various factors
including, among others, the contract size and customers’ work schedule.

Quotation/tender submission and acceptance

The invitation to submit quotation/tender from our customers is by way of email, phone or
letter, and is accompanied with the necessary information and documents for us to prepare the
quotation/tender including, among others, project background, description of works, site
information, materials and specifications, drawings, and/or schedules. Our tendering department,
headed by our executive Directors, is responsible to prepare and submit the quotation/tender. For
details of our pricing policy, please refer to the paragraph headed “Sales and marketing — Pricing
policy” in this section.

Our quotation/tender contains the bill of quantities or schedule of rates which sets out the
fee in relation to each work task to be carried out. Besides, our quotation/tender also contains
the schedule of materials, our job references, proposed work schedule and/or proposed contract
terms, depending on our customers’ request.

After we submit our quotation/tender, negotiation with our customers on the prices and
terms, interview with customers and/or dealing with customers’ enquiries are to be carried out.

If our quotation/tender is accepted by our customers, a written letter of intent is to be
issued by our customers, which sets out the agreed contract terms with our customers including,
among others, project description, scope of work, agreed bill of quantities or schedule of rates,
terms of payment and defect liability period. For details of our major contract terms with our
customers, please refer to the paragraph headed “Our customers — Major contract terms with our
customers” in this section.

- 101 -



BUSINESS

During the Track Record Period, while our projects were at various scales, major part of
our revenue was attributable to the large scale projects, i.e. Projects P1 to P10. Approximately
T7.1%, 94.5%, 85.2% and 56.6% of our revenue in FY2016, FY2017, FY2018 and 7M2019 were
attributable to our projects each with recognised revenue of more than MOP10 million (MOP6
million for 7M2019) to us for the same periods, respectively. The initial contract sum of each of
Projects P1 to P9 is over MOP10 million and in particular, the initial contract sum of each of
Projects P1 and P2 is over MOP100 million. For further information of Projects P1 to P10,
please refer to the subsection headed “Our projects” in this section.

The following table sets forth the number of quotations/tenders submitted, the number of
quotations/tenders accepted by our customers and our success rate during the Track Record
Period:

FY2016 FY2017 FY2018 7TM2019
Number of quotations/
tenders submitted 12 36 99 57
Number of quotations/
tenders accepted 2 10 37 23
Number of quotations/
tenders rejected 10 26 34 15
Number of quotations/
tenders pending reply Nil Nil 28 19
Success rate V' 16.7% 27.8% 37.4% 40.4%

Note: Success rate for a financial year is calculated based on the number of quotations/tenders accepted (whether
accepted in the same financial year or subsequently) in respect of the quotations/tenders submitted during
that financial year.

Our Directors’ analysis of the fluctuation of the quotations/tenders success rate during the
Track Record Period is as follows:

- In FY2016, since we have already been awarded Project P2 with the initial contract
sum at approximately MOP138.7 million in late 2015 and Project P1 with the initial
contract sum at approximately MOP120.6 million in mid-2016, to avoid excessive
workload and in view of the burden to satisfy the upfront cost and performance bond
requirements of these two sizable projects, we had to adopt a conservative approach in
the bidding process resulting a decrease in quotations/tenders success rate.

- In FY2017, after approximately half to one year of operation of Projects P1 and P2,
the upfront costs incurred was gradually set-off by the progress payments, therefore
we are able to work on new projects. Nevertheless, given Projects P1 and P2 were
on-going in full swing, to avoid excessive workload, we only focus on bidding the
boutique projects while continued to remain conservative in bidding sizable projects.
Besides Project P6, the initial contract sum of other awarded projects with
quotations/tenders submitted in FY2017 was below MOP1 million.
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- In FY2018, since Projects P1 and P2 gradually approached to completion, we resume
our pro-active mode in our bidding strategy in sizable projects but not only boutique
projects. In particular, among the 37 projects awarded (i) Project P13 with the initial
contract sum of approximately MOP168.8 million was awarded by Customer A2 in
May 2019; and (ii) the initial contract sum of nine projects awarded was between
MOP1 million and MOPI10 million.

—  We will continue our pro-active mode in our bidding strategy in FY2019. In 7M2019
and after the Track Record Period up to the Latest Practicable Date, for those
quotations/tender submitted within these periods, 23 projects in total were awarded to
us. Among these 23 projects (i) Project P14 with the initial contract sum of
approximately MOP10.6 million was awarded in May 2019; and (ii) the initial
contract sum of six projects awarded was between MOP1 million and MOP10 million.

Project implementation

Forming project team

Once we are awarded with a project, we will form a project team which normally comprise
a project manager, site supervisor and engineer. The size of our project team depends on the
complexity and scale of the project, and any additional requirements requested by our customer.
Our project team is responsible to handle the project and to ensure the works are in conformity
to the contractual specifications and the project is completed on time and within budget. It will
also regularly report to our executive Directors the project progress and status.

Preparing and submitting, among others, working drawing and detailed work programme

After we are awarded with a project, we will commence the preparation of, among others,
working drawings and detailed work programme to the representatives of the customers and/or
main contractors and/or the project employers for approval. The working drawings shall
illustrate the works and the manner in which they are to be carried out or the requirements laid
down in the specifications. The detailed work programme shall show the periods required for
different kinds and stages of the works, as well as times for delivery of materials and machines
to site, and testing of the works, and shall be revised from time to time to suit the main
contractor’s programme.

Engaging imported workers and subcontractors

As soon as we are awarded with a project, we will select our suitable subcontractors from
our internal approved list of subcontractors to carry out those relatively more labour intensive
installation works or works required specific skill sets, as well as to provide general labour
support. For details of our major contract terms with our subcontractors, please refer to the
paragraph headed “Our subcontractors — Major contract terms with our subcontractors™ in this
section.
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We will also select and nominate imported workers from the PRC from our internal
approved list of imported workers to our customers and/or the main contractors for the
allocation of the imported labour quota. Upon the acceptance of our customers and/or the main
contractors, they will employ those imported workers and apply to the relevant Macau authority
for them as the imported labour, and then delegate them to work for us for the relevant projects,
while we shall bear all the relevant cost incurred such as their salaries and insurance expenses,
which is recognised as our subcontracting cost.

Therefore, during the Track Record Period, a majority of our subcontractors was also our
customers and a majority of subcontracting cost was attributable to the engagement of these
imported workers from the PRC. For further details, please refer to the paragraph headed “Our
subcontractors — Imported workers” in this section.

All these imported workers and our subcontractors are under supervision of and
management by our project team.

Procuring electrical parts and components and renting machines and equipment

The electrical parts and components that we purchased generally consist of cable
containments, distribution boards, light fittings and wiring accessories. At the outset of our
E&M engineering works, we will consider the types and quantities of electrical parts and
components we need throughout the projects. We place orders for electrical parts and
components from time to time to ensure its level is sufficient at the project sites to meet the
estimated demand according to the work schedules. The electrical parts and components we
purchased are delivered by our suppliers to the project sites directly. Due to the limited space
available for storage on-site, we generally do not keep excess electrical parts and components.

Our E&M engineering works require use of machines and equipment. Our major machines
and equipment are aluminum scaffold working platforms and scissor electrical platforms, all of
which are rented from our third party suppliers.

Satisfying performance bond requirements
Our customers may require us to acquire performance bonds for the relevant project, which

generally amount to approximately 10% of the initial contract sum of the relevant project. The
performance bonds will be released after the defect liability period.
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During the Track Record Period and up to the Latest Practicable Date, there were nine
projects from our customers of which had imposed performance bond requirements as follows:

Amount of
Initial performance Approximate
Project™*" contract sum bond percentage
(MOP’000) (MOP’000)
P1 120,594 12,059 10%
P3 75,352 10,000 13.3%
P4 30,100 3,010 10%
P6 44,640 4,800 10.8%
S1 17,240 2,586 15%
S12 2,300 345 15%
P13 168,842 16,884 10%
P14 10,562 1,056 10%
P15 82,586 8,259 10%

Note: For further information of these projects, please refer to the subsection headed “Our projects” in this
section.

Installation, testing and commissioning
Progress payment and certification

In general, we do not receive any sums as prepayment and only receive progress payments
from our customers.

We receive progress payment from our customers pursuant to the contract. In general, for
every one month, we prepare a statement setting out our estimate of the value of the works
completed in the preceding month and submit the statement together with the payment
application to our customers. Upon receiving such statement with our payment application, our
customers shall assess our estimation and issue an interim certificate certifying the works
completed in the preceding month. Our customers will then make payment based on the certified
amount less any retention money. Payments will generally be made by our customers to us on
“pay when paid” basis, in the sense that our customers will only make payment to us after they
have received their progress payments from the main contractors or project employers, as the
case may be. In general, payments will be made within 30 days from the date of the receipt of
progress payments by our customers.

The amount of retention money being retained is generally agreed to be approximately 10%
of the certified amount until the total amount of retention money reaches approximately 5% of

the contract sum which is the maximum amount to be retained.

Payment is usually made by way of cheque or bank transfer in MOP.
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The above mechanism is also similar to our progress payment to our subcontractors. For
each calendar month, our subcontractors shall submit payment application to us, which shall
contain the quantity of completed works certified by our site supervisor.

Upon receiving such payment application, we shall assess and certify the amount to be paid
and make payment based on the certified amount less any retention money. Payments will
generally be made to our subcontractors on “pay when paid” basis, in the sense that we will only
make payment to our subcontractors after we have received our progress payments from our
customers. In general, payments will be made within 14 to 21 days from the date of our receipt
of progress payments from our customers.

Payment is usually made by way of cheque in MOP.
Re-measurement and variation order

In general, our contract sum is a fixed price lump sum and shall be inclusive of all the cost
and expenses that will be or are necessary to be incurred by us to complete our obligations
under the contract.

In some projects, the relevant schedule of rates contains provisional items which refer to
estimations of the required quantities for the execution of work or the provision of materials or
goods and are not conclusive and final and are subject to adjustment, increase, reduction or
cancellation. If they are required during the project, such work or the provision of materials or
goods shall be re-measured for the actual quantities and paid for the rate agreed under the
relevant schedule of rates. If they are not required during the project, the relevant prices
included in the contract sum shall be deducted accordingly.

Besides, our customers may issue instructions ordering a variation to the works under the
contracts, which could include alteration or modification of the design, quality or quantity of the
works, addition, omission or substitution of any works, and alteration of the kind or standard of
any of the materials or goods to be used for the works.

If the work for variation is the same as or similar in character to and is carried out under
same or similar conditions to work prescribed in the contract, the valuation of the same shall be
made in accordance with the prices in the schedule of rates under the contract. If there is no
equivalent or similar contract unit rate in the schedule of rates for valuation, we are required to
submit new unit rates with breakdowns for approval.

Adjustment to contract sum is generally not available for rises or falls in the cost of labour
and materials or exchange rates of currencies.
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Testing and commissioning

After installation, site acceptance test will be carried out on the electrical system installed
to ensure conformity to contractual specifications. Representatives from our customer, main
contractor and/or the project employer will participate in the site acceptance test.

Practical completion, extension of time and duration of our projects

Upon the fulfilment of all requisite acknowledgement(s)/consent(s)/certificate(s) on
completion of works for our project have been issued by the relevant Macau Government
authorities and the works under the contract have been completed to the satisfaction of our
customer, our project is considered to reach the practical completion. Upon the practical
completion, part of the retention money being retained will be released to us.

Actual duration of our projects, which refer to the period from date of commencement as
stated in the contract to the date of practical completion certificate, generally in average ranging
from three months to 24 months, are affected by a wide range of factors, including but not
limited to project scale, technical complexity, conditions of the site, input of machineries and
labour, expectation of our customers and amount of variation orders.

The project duration and completion time of a project is usually stated in the relevant
contract. In general, failure to complete on time will result in liquidated damages against us
calculated according to an agreed daily rate under the contract. Nevertheless, if the progress of
the works is likely to be delayed due to certain situations as stipulated under the contract such
as force majeure, variation orders and discovery of antiquities on the site, our customers shall
estimate the length of the delay and make a fair and reasonable extension of time for completion
of the works.

Defect liability period

We are required to make good any defects at our own cost within the defect liability period,
which is generally 12 to 24 months after the practical completion. After we have made good the
defect to our customers’ satisfaction, the residue of the retention money being retained will be
released to us and the performance bond (if any) will also be released.

OUR PROJECTS

During the Track Record Period, we had completed 30 projects. As at 31 July 2019, we had
20 on-going projects (either in progress or yet to commence). After 31 July 2019 and up to the
Latest Practicable Date, we had completed two further projects and five new projects had been
awarded. As at the Latest Practicable Date, we had 23 on-going projects (either in progress or
yet to commence). Our Directors expect that these on-going projects will contribute revenue to
us of approximately MOP85.1 million for the remaining five months ended 31 December 2019,
approximately MOP157.9 million in FY2020 and approximately MOP74.2 million in FY2021.
These on-going projects are expected to be completed by FY2021.
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The following three tables summarise our projects with recognised revenue in FY2016,
FY2017 and FY2018 in descending order:

FY2016
Actuall  Status as at the
Initiall ~ Latest expected  Latest Approximate
contract  contract Commencement  completion Practicable Date % of our
Rank ~ Project Customer Sector ~ Type sm s date date e Revenue ~ revenue
(MOP’000) ~ (MOP'000) (MOP"000)
| Pl Customer Al Private  Maintenance, supply 120,594 144785 Tuly 2016 First On-going 30435 218%
and installation of quarter
fitting out, of 2020
electrical,
mechanical
ventilation and air
conditioning and
plumbing works in
2 hotel renovation
project at Avenida
da Amizade, Macau
/ P2 Customer A2 Private  Installation and supply 138,680 172,951 February 2016 First On-going 3009 215%
of electrical system quarter
in a residential and of 2020
commercial
development project
at Taipa, Macau
] P3 Customer B Private ~ Installation and supply 75,352 1IL150 May 2015 First On-going B9 206%
of electrical system quarter
in a casino and of 2020
hotel development
project at Cota,
Macau
4 P4 Customer B Private  Installation and supply 30,100 4115 January 2014 September ~ Completed 18,430 13.2%
of electrical system 018
in a hotel
renovation project
at Avenida do Dr.
Rodrigo Rodrigues,
Macau
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Rank

Project  Customer

Ps

§2

83

(o)

4

Customer D

Customer E

An unincorporated
Joint operation
engaging in E&M
engineering works,
55% nterest of
which is being held
by a company listed
in Hong Kong,
while the remaining
45% interest s held
by Customer H

Customer C

Customer C

Sector ~ Type

Private ~ Installation and supply
of electrical system
in a casino and
hotel development
project at Cotai,
Macau

Private  Installation and
management of
electrical system in
a casino and hotel
development project
at Cotai, Macau

Private ~ Installation and supply
of electrical system
in a casino and
hotel development
project at Cotai,
Macau

Public Electrical installation,
and plumbing and
drainage works for
a public road in
Macau

Public Electrical installation,
and plumbing and
drainage works for
 public road and

slope in Macau

Actuall  Status as at the
Initial ~ Latest expected  Latest
confract ~ contract Commencement  completion Practicable Date
sm s’ date date e Revenue
(MOP'000)  (MOP"000) (MOP'000)
1740 17252 May 2015 March — Completed 9,395
2019
27612 27,633 November 2005 January  Completed 8,280
2019
10540 10458 November 2015~ May 2017 Completed 4797
2162 2,162 October 2015 March Completed 2,160
2016
1,901 1901 November 2015 Janvary  Completed 1,806
018
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Rank

Others

Actuall  Status as at the

Initial ~ Latest expected  Latest Approximate
confract ~ contract Commencement  completion Practicable Date % of our
Project Customer Sector ~ Type s sum - date date e Revenue  revenue
(MOP'000) - (MOP'000) (MOP'000)
§5 Customer A2 Private Miscellaneous 1,100 1,858 June 2016 January — Completed 1,628 1.2%
electrical works for 007
 shopping mall and
office building at
Avenida de Almeida
Ribeiro, Macau
Eight projects involving supply, installation and/or maintenance of electrical systems, and/or miscellancous E&M enginecring works, each with recognised 3854 29%

revenue of less than MOP1 million in FY2016

Tol ™7 139,686 100.0%

Notes:

1. The latest contract sum as revised due to variation and supplemental orders, as the case may be.

2. Project described as “completed” means that the relevant project has achieved practical completion.
3. The figures and percentages above may not add up to the total due to rounding.
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Rank

FY2017

Project  Customer

P Customer A2

o

| Customer Al

=

3 Customer B

Ps Customer E

Sl Customer D

Sector ~ Type

Private  Installation and supply
of electrical system
in a residential and
commercial
development project
at Taipa, Macau

Private ~ Maintenance, supply
and installation of
fitting out,
electrical,
mechanical
ventilation and air
conditioning and
plumbing works in
a hotel renovation
project at Avenida
da Amizade, Macau

Private  Installation and supply
of electrical system
in 4 casino and
hotel development
project at Cotai,
Macau

Private Installation and
management of
electrical system in
a casino and hotel
development project
at Cotat, Macau

Private Installation and supply
of electrical system
in a casino and
hotel development
project at Cotai,
Macau

Actuall  Status as at the

Initiall ~ Latest expected  Latest Approximate
conract contract Commencement  completion Practicable Date % of our
sm sum date dte "7 Revenue ~ revenue
(MOP’000) ~ (MOP'000) (MOP"000)
138680 172,551 February 2016 First On-going 89471 430%
quarter
of 2020
120594 144785 Tuly 2016 First On-going 0445 212%
quarter
of 2020
75352 11LIS0 May 2015 First On-going 36,953 17.8%
quarter
of 2020
27,612 27,633 November 2015 Janvary  Completed 13,751 0.0%
2019
1740 17250 May 2015 March — Completed 5,643 27%
2019
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Actuall  Status as at the

Initial ~ Latest expected  Latest Approximate
contract contract Commencement  completion Practicable Date % of our
Rank ~ Project Customer Sector  Type sm s’ date date e Revenue ~ revenue
(MOP’000) ~ (MOP'000) (MOP"000)
o 6 Customer F Privae ~ Installation and 6,871 0,871 April 2016 First On-going 1% 1.0%
management of quarter
electrical system in of 2020
a casino and hotel
development project
at Cotai, Macau
1 P4 Customer B Private ~ Installation and supply 30100 4115 Janvary 2014 September  Completed 1471 0.8%
of electrical system 2018
in a hotel
renovation project
at Avenida do Dr.
Rodrigo Rodrigues,
Macau
§ §7 Customer A2 Private Installation of 44,116 58,631 June 2014 September ~ Completed 1,067 0.5%
electrical and 007
extra-low voltage
system in the
commercial and
residential
development at
Avenida Dr. Sun
Yat-Sen, Macau
Others ~ Three projects involving supply, installation andfor maintenance of electrical systems, and/or miscellaneous E&M engineering works, each m 04%

with recognised revenue of less than MOP1 million in FY2017

=
=
=
==

Toal ™% 207913
Notes:
1. The latest contract sum as revised due to variation and supplemental orders, as the case may be.
2. Project described as “completed” means that the relevant project has achieved practical completion.
3. The figures and percentages above may not add up to the total due to rounding.
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Rank

FY2018

Project  Customer

P Customer A2

Po Customer C

P3 Customer B

Pl Customer Al

Sector

Private

Private

Private

Private

Type

Installation and supply
of electrical system
in a residential and
commercial
development project
at Taipa, Macau

Installation and supply
of electrical system
in a casino and
hotel development
project at Cotai,
Macau

Installation and supply
of electrical system
in a casino and
hotel development
project at Cotai,
Macau

Maintenance, supply
and installation of
fitting out,
lectrical,
mechanical
ventilation and air
conditioning and
plumbing works in
 hotel renovation
project at Avenida
da Amizade, Macau

Initial ~ Latest
contract  contract Commencement
s som - date
(MOP'000)  (MOP’000)

138,680 172,551 February 2016

4040 47286 March 2018

75352 LSO May 2015

120594 144785 July 2016
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Actuall
expected

completion  Practicable Date

date

First

Quarter
of 2020

July 2019 Completed

First

Quarter
of 2020

First

Quarter
of 2020

Status as at the

Latest

(Note 2)

On-going

On-going

On-going

Revenue
(MOP"000)

591

41,702

15,376

Approximate

% of our
revenue

U.5%

2.5%

16.9%

§.3%
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Rank

Project  Customer

P

P

Ps

88

56

Customer D

Customer B

Customer E

Customer A2

Customer F

Sector

Private

Private

Private

Private

Private

Type

Installation and supply
of electrical system
in a casino and
hotel development
project at Cotai,
Macau

Installation and supply
of electrical system
for fire safety in a
casino and hotel
development project
at Cotai, Macau

Installation and
management of
electrical system in
a casino and hotel
development project
at Cotai, Macau

Modification and
maintenance of the
existing electrical
and extra-low
voltage installation
in a residential
development at
NAPE, Macau

Installation and
management of
electrical system in
a casino and hotel
development project
at Cotai, Macau

Initial Latest
contract  contract Commencement

(Note 1)

sum - sum date
(MOP’000)  (MOP'000)

12850 12851 April 2018

19203 19213 June 2018

27,612 27,633 November 2015

6,372 6,372 October 2018

6,871 0,871 April 2016
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Actuall
expected
completion
date

August
2018

July
2009

January
2019

June 2019

First

Quarter
of 2020

Status as at the

Latest Approximate
Practicable Date % of our
e Revenue  revenue

(MOP'000)

Completed 12,851 6.9%
Completed 113n 6.1%
Completed 5,148 28%
Completed 3,588 1.9%
On-going 3391 1.8%
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Rank  Project Customer

10

§9

§10

P10

Sl

Sector

A Macau engineering ~ Private
company engaging
in E&M installation
and public works,
with business
relationships with
us since 2018
(“Customer G”)

A Macau engineering ~ Private
company engaging
in construction and
E&M engineering
works and
renovation works,
with business
relationships with
us since 2016
(“Customer I”)

Customer B Private

Customer C Private

Type

Installation and supply
of electrical system
in a casino and
hotel development
project at Cotai,
Macau

Installation and supply
of electrical system
in a casino and
hotel development
project at Cotai,
Macau

Supply and
installation of
electrical system in
a casino
development project
at Cotat, Macau

Installation and supply
of electrical system
in a casino and
hotel development
project at Cotai,
Macau

Latest
confract Commencement

Initial
confract

s sum - date
(MOP’000) (MOP'000)

5,642 4,549 June 2018

3,463 3717 uly 2018

9,500 11,128 August 2018

1181 1181 April 2018
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Actuall  Status as at the

expected  Latest

completion Practicable Date

date e Revenue
(MOP"000)

March  Completed 341

2019

March Completed 3104

2019

First On-going 2628

quarter

of 2020

March — Completed 1,129

2019

Approximate

% of our
revenue

18%

1.7%

1.4%

0.6%
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Rank

Others

Actuall  Status as at the

Initial ~ Latest expected  Latest Approximate
confract ~ contract Commencement  completion Practicable Date % of our
Project Customer Sector ~ Type s sum - date date e Revenue  revenue
(MOP’000) (MOP*000) (MOP 000)
P9 Customer B Private ~ Supply and 20287 21,303 December 2018 First On-going 101 0.5%
installation of Quarter
electrical system in of 2020
a casino
development project
at Cotai, Macau
Eight projects involving supply, installation and/or maintenance of electrical systems, and/or miscellancous E&M engineering works, each with recognised 4091 13%
revenue of less than MOP1 million in FY2018
Total ™7 185200 100.0%
Notes:
1. The latest contract sum as revised due to variation and supplemental orders, as the case may be.
2. Project described as “completed” means that the relevant project has achieved practical completion.
3. The figures and percentages above may not add up to the total due to rounding.
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The following table summarises our projects with recognised revenue in 7M2019 in
descending order:

7M2019
Actuall  Status as at the
Initiall ~ Latest expected  Latest Approximate
contract  contract Commencement  completion Practicable Date % of our
Rank ~ Project Customer Sector ~ Type sm s date date e Revenue ~ revenue
(MOP’000) ~ (MOP'000) (MOP"000)
| P9 Customer B Private  Supply and 20287 21303 December 2018 First On-going 16,392 14.9%
installation of quarter
electrical system in of 2020
a casino
development project
at Cotai, Macau
1 Pl Customer Al Private ~ Maintenance, supply 120,594 144785 Tuly 2016 First On-going 13,808 12.5%
and installation of quarter
fitting out, of 2020
electrical,
mechanical
ventilation and air
conditioning and
plumbing works in
2 hotel renovation
project at Avenida
da Amizade, Macau
] Po Customer C Private ~ Installation and supply 44,640 47286 March 2018 July 2019 Completed 9419 §.6%
of electrical system
in a casino and
hotel development
project at Cota,
Macau
4 P3 Customer B Private ~ Installation and supply 75352 1ILIS0 May 2015 First On-going 791 1.3%
of electrical system quarter
in a casino and of 2020
hotel development
project at Cota,
Macau
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Actuall  Status as at the
Initial ~ Latest expected  Latest Approximate
confract ~ contract Commencement  completion Practicable Date % of our
(Note 1) (Note 2)

Rank  Project Customer Sector ~ Type sum - sum date date Revenue  revenue
(MOP'000)  (MOP"000) (MOP'000)

5 P8 Customer B Private ~ Installation and supply 19213 19213 June 2018 July 2019 Completed 1902 12%
of electrical system
for fire safety in a
casino and hotel
development project
at Cotai, Macau

b P10 Customer B Private ~~ Supply and 9500 11128 August 2018 Frist On-going 6,750 6.1%
installation of Quarter
electrical system in of 2020
a casino
development project
at Cotai, Macau

1 816 Customer D Private  Installation and supply 6427 11T March 2019 First On-going 5,980 54%
of electrical system Quarter
in a casino and of 2020
hotel development
project at Cotai,
Macau

§ SI§  Customer A2 Private Modification of cable 4126 4126 June 2019 July Completed 4126 3.7%
containment for 2019
building
management system
in a residential and
commercial
development project
at Taipa, Macau

9 Il Customer C Private~ Temporary support 4,008 4008 November 2018~ March ~ Completed 4,008 3.6%
works, steel works, 2019
water prevention
works and
temporary lighting
works in a hotel
complex
development project
at Cotai, Macau
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Actuall  Status as at the

Initial ~ Latest expected  Latest Approximate
confract ~ contract Commencement  completion Practicable Date % of our
Rank  Project Customer Sector ~ Type s sum - date date e Revenue  revenue
(MOP'000)  (MOP"000) (MOP'000)
10 819 Customer Al Private~ Temporary electrical 1245 7,000 May 2019 First On-going 3 3.6%
and mechanical Quarter
works and building of 2020
services in a hotel
and casino
development project
at Cotai City,
Macau
11 P12 Customer A2 Private  Modification and 4435 4435 September 2018 March Completed 3804 3.5%
maintenance of the 2009
existing electrical
and extra-low
voltage installation
in a tesidential
development at
NAPE, Macau
12 P2 Customer A2 Private  Installation and supply 138,680 172,951 February 2016 First On-going 3707 34%
of electrical system Quarter
in a residential and of 2020
commercial
development project
at Taipa, Macau
13 P13 Customer A2 Private ~~ Supply and 168842 168,842 July 2019 First On-going 3493 3.2%
installation of Quarter
electrical system in of 2021
4 hotel development
project at Lago

Nam Van, Macau
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SS

Rank  Project Customer

58

520

Sl

Customer A2

Customer K

Customer A2

Sector

Private

Private

Private

Type

Modification and
maintenance of the
existing electrical
and extra-low
voltage installation
in a residential
development at
NAPE, Macau

Temporary power
supply for electrical
installation in a
hotel renovation
project at Cotai
City, Macau

Associated works for
the restoration of
the generator set for
fire accident in a
casino and hotel
development project
at Cotai, Macau

Actuall  Status as at the

Initial ~ Latest expected  Latest Approximate
confract ~ contract Commencement  completion Practicable Date % of our
s sum - date date e Revenue  revenue
(MOP'000)  (MOP"000) (MOP'000)
6,372 6,372 October 2018 June 2019 Completed 1784 25%
4180 4180 July 2019 First On-going 2,667 2.4%
quarter
of 2020
2,500 2500 June 2019 July 2019 Completed 2500 2.3%
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Actuall  Status as at the

Initial ~ Latest expected  Latest Approximate
confract ~ contract Commencement  completion Practicable Date % of our
Rank  Project Customer Sector ~ Type s sum - date date e Revenue  revenue
(MOP’000) ~ (MOP000) (MOP"000)
17 Pl4 AMacouengineering Private  Supply, installation, 10562 10,614 June 2019 First On-going 1014 1.9%
company belonging festing and Quarter
0  private commissioning of of 2021
engineering group the electrical and
founded in 1981 control system for
with its headquarter chiller plant in a
in Hong Kong hotel and casino
engaging in development project
building services at Cotai City,
and provision of Macau
E&M engincering
solutions, with
business
relationships with
s since 2015
(“Customer H”)
18 S12 Cstomer D Private ~ Installation and supply 2300 2300 May 2018 July 2019 Completed 1,362 1.2%
of electrical system
in a theme park
development project
at Cotai, Macau
19 §9  Customer G Private Installation and supply 5,042 4,549 June 2018 March — Completed 1,98 1.2%
of electrical system 2019

in a casino and
hotel development
project at Cotai,
Macau

- 121 -



BUSINESS

Actuall  Status as at the

Initial ~ Latest expected  Latest Approximate
confract ~ contract Commencement  completion Practicable Date % of our
Rank  Project Customer Sector ~ Type s sum - date date e Revenue  revenue
(MOP’000) ~ (MOP000) (MOP"000)
0 S22 AMacouengineering  Private  Supply and 1,909 1,909 May 2019 Second  On-going 101 1.2%
company with its installation of Quarter
headquarter in electrical system in of 2020
Beijing, the PRC a hotel and casino
engaging in development project
provision of at Cotai City,
industrial, electrical Macau
and mechanical
equipment and
industrial
installation
U Sl Customer D Private  Installation and supply 17,240 17,252 May 2015 March — Completed 1,208 L1%
of electrical system 2019
in a casino and
hotel development
project at Cotai,
Macau
/) 13 Customer G Private Installation and supply 3% 659 November 2018 August  Completed 625 0.6%
of electrical system 2019
in 4 casino and
hotel development
project at Cotai,
Macau
JA] S10 Customer | Private Installation and supply 3463 3T July 2018 March — Completed 613 0.6%
of electrical system 2019

in 4 casino and
hotel development
project at Cotai,
Macau
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Rank  Project Customer

NN

JARNNT

Others  Nine projects involving supply, installation and/or maintenance of electrical systems, and/or miscellaneous E&M engineering works, each with recognised

Sector

Aconstruction and ~~ Private
engineering group

with focus on E&M
engineering in Hong

Kong and Macau

(“Customer J")

Representative of 2 Private

hotel owner

Maintenance works 765

Latest
confract Commencement

Initial
confract

s sum - date
(MOP'000) (MOP'000)

Type

Supply, installation, §,252 §,252 July 2019
{esting and

commissioning of

the electrical and

control system for

chiller plant in a

hotel and casino

development project

at Cotai City,

Macau

1,244 October 2017
for the existing

electrical and

extra-low voltage

system n a hotel at

NAPE, Macau

revenue of less than MOPO.4 million in 7M2019

Notes:

1.

2.

3.
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Actuall  Status as at the
expected  Latest Approximate
completion Practicable Date % of our
date e Revenue  revenue
(MOP'000)
Fouth ~ On-going 3 0.5%
quarter
of 2020
Fourth ~ On-going £ 04%
quarter
of 2020
1,290 1.1%
Total ™7 110,044 100.0%

The latest contract sum as revised due to variation and supplemental orders, as the case may be.
Project described as “completed” means that the relevant project has achieved practical completion.

The figures and percentages above may not add up to the total due to rounding.
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On-going projects

Rank  Project

|

1

4

Pl

PI§

Pl

P4

§1§

The following table summarises our on-going projects (either in progress or yet to
commence) as at the Latest Practicable Date with estimated revenue to be recognised from 1
August 2019 to the end of FY2021 in descending order:

Customer

Customer A2

AMecaw
enginering
company ith
it holding
company [isted
in Hong Kong,
With business
reltonships
Wit s sine
2006
(Customer L")

Costomer Al

Customer H

Customer ]

Sector

Prvate

Private

Private

Private

Private

Expected
Commence- ~ completion
Type ment dafe  date

Supply end instellation of -~~~ By 2019~ Frst quartr of
electical ystem in a hotl 0l
development projectat Lago
Nam Van, Macau

Supply and ingtallation of -~~~ October 2019~ Finst quarter of
electrical systems and m
provision of abour for
insallaton of electrical
provision for mechanical
ventilation and air
conditioning system i &
hatel development projectat
Lago Nam Van, Macau

Maintenance, supply and Ty 2016 First quartr of
instellatio of fting out, m
¢lectical, mechanical
ventilation and air
conditoning and plumbing
works in @ hotel enovation
projct a Avenida da
Amizade, Macau

Supply, nstalaion, testing and June 2019 Firt quarter of
commissioning of the 0
electrical nd control system
for chiller plant ina hotel
and casino development
project at Cota City, Macau

Supply, nsalaion, esting and oy 2019 Fourth quarer
commissioning of the of 200
electrical nd control system
for chillr plentin a hot!
and casino development
projectat Cota City, Macan

Accumulated

Tevente

recognised

Latest ~ during the

Tnitial contract  Track Record
antraet s sun("¢ 7 Period
(MOP00O) — (MOP'00D)  (MOP'000)

168842 16884 345

$1586 A i

12054 144785 116065

10362 10614 204

§252 §25 i

— 124 -

Esfimated
Tevene fo be
recognised
from 1 August
2009 to the
end of FY2019
(MoP000)

10

Nil

816

Contract asset ~ Contract asset

subsequently  subsequently

billed after ~ setfled after

M09 and  TM20LY and

ypiothe  uplothe

Estimated revenue to be Latest Latest
Tecognised Confractasset ~~ Practcable ~~ Practicable
nfYNN i EY2000 asat MY Date Date
(MOPO0O)  (MOP'ODO)  (MOP'OD}  (MOP'ODD)  (MOP'OND)

103,000 e 345 349 PRV}

3000 4.3% Ni Nil Nil
190 Nil Nil Ni Nil

4 Nil 1 114§ 1145
394 Nil i) AN il
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Rank ~ Project

LA
T ¥
§ 5
y n
0 M
(1]

Customer

Qur new customer
whichiis a
Maca
tngineering
compny
engaging in
constructon and
decoration
works

Customer B

Costomer Al

Customer A2

Customer B

Customer K

Sector

Privite

Prvate

Private

Private

Private

Private

Tipe

Temporary power supply fora
renovaton projeetina
servie apartment in Macau

Supply and instellation of
clectical system in a casino
Gevelopment projet at
Cota, Macau

Temporary elctrical and
mechanical works and
building services in a hotel
and casino development
project at Cota City, Macan

nstallaion and supply of
electrical ystem in 2
tesidental end commercial
Qevelopment projet at
Taipa, Macau

Supply and intellation of
electrical ystem in a casino
Qevelopment projet at
Cote, Macan

Temporary power supply for
electical nstallation i 2
hotel renovation projet at
Cota City, Macau

Commence-
ment dafe

November 2019

December 2018

My 209

February 2016

August 2018

July 2009

Expected
completion
date

First quarter of
m

First quarter of
0

First qarter of
m

First quarter of
m

First quarter of
m

First quarter of
m

Others 12 prjeetsinvolving supply, instalaton andlor maintenance of electrial systems, andlor miscellaneous E&M

engineering works,each withestimted revenue of less than MOPLS millon to e recognisd from 1 August 2019
fo the ¢nd of FY2021

Notes:

1.

2.

TugVre 2

Contract asset~ Contract aset

subsequently  subsequently

Accomulated — Etimated Dilled after ~ setld affer

Tevenue  revenue fo be MG and 7M1 and

recoguised — recognised whte  withe

Latest  during the from I Augst ~~ Esfimated revenue fo be Latest Latest

Tnifial confract Track Record 2009 o the recognised Contractasset ~~ Practicable ~~ Practicable
antractsm sun"¢ 7 Period endof Y09 inFY2O0 i EV0 asat MDY Date Date
(HOPODD — (MOPYOD) ~ (MOP'OOO) ~ (MOP'ODD)  (MOPOOD)  (MOP'ODO)  (MOP'WO) (MOPOOD)  (MOPYUM)
538 535 Nil 500 bl Nil Nil il Nil
pM 21303 1749 341 163 Nil 939 8400 4908
14 il 3910 30 Ni i il fil fll
138680 my mm 84 % i Ni i Nil
930 118 9378 1150 Ni i 19 4 Nil
4180 4180 2667 1513 i Nil 1167 1167 1167
9145 13483 125904 179 521 Nil R 12804 1131
670,226 046 452190 g0 157903 B 365 P 219

The latest contract sum as revised due to variation and supplemental orders, as the case may be.

The figures and percentages above may not add up to the total due to rounding.
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The following table sets forth a breakdown of our Group’s revenue by the latest contract
sum of the projects (i.e. as revised due to variation and supplemental orders, as the case may be)
during the Track Record Period:

FY2016 FY2017 FY2018 M2019
No. MOP’000 %  No. MOP’000 %  No. MOP’000 %  No. MOP’000 %

Above MOP100

million 3 89,308 639 3 183,307 882 392,124 497 428991 263
On or below MOP100

million and above

MOP10 million 6 42,247 302 52217 107 8 76339 412 7 43824 398
On or below MOP10

million and above

MOPI million 7 7674 55 3 2,389 11 10 16575 9.0 17 35830 326
On or below MOPI

million 2 457 03 Nil Nil  Nil 1 191 0.1 6 1,399 1.3
Total ™" 18 139,686 100.0 1 207,913 1000 22 185229 100.0 34 110,044 100.0

Note: The figures and percentages above may not add up to the total due to rounding.
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Projects backlog

The following table sets forth the movement of our projects backlog during the Track

Record Period:

FY2016 FY2017

Opening number of

projects backlog 14 13
Opening value of projects

backlog (MOP’000) 356,551 328,502
Number of new projects

(including variation

orders) awarded to us 4 2
Total value of new

projects (including

variation orders)

awarded to us

(MOP’000) 111,636 19,982
Number of projects

completed 5 3
Revenue recognised

(MOP’000) 139,686 207,913
Closing number of

projects backlog 13 12
Closing value of projects

backlog (MOP’000) 328,502 140,571

FY2018

12

140,571

13

98,067

185,229

20

53,409

Variation/supplemental orders as to Projects P1, P2, P3 and P4

7M2019

20

53,409

17

282,433

17

110,044

20

225,798

After Track
Record Period
and up to the
Latest
Practicable
Date
(unaudited)

20

225,798

93,226

88,081

23

230,943

The difference between the initial contract sum and the latest contract sum for Project P1 at

approximately MOP24.2 million was principally attributable to a provisional item under the

contract at approximately MOP15 million was replaced by the a variation order at approximately
MOP35.7 million awarded in May 2019, both of which were about the phase 8 of the hotel

renovation project.

The difference between the initial contract sum and the latest contract sum for Project P2 at

approximately MOP33.9 million was principally attributable to:

(i) a wvariation order at

approximately MOP2.7 million awarded in April 2017 which was about a small shop scheme;
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(i1) a variation order at approximately MOPI.1 million awarded in July 2017 which was about
the CCTV schematic diagram for carpark area; (iii) a variation order at approximately MOP5.2
million awarded in July 2017 which was about the revised fagcade lighting layout and
specification; (iv) a variation order at approximately MOP6.8 million awarded in November
2017 which was about the updated electrical and extra-low voltage system for arcade; (v) a
variation order at approximately MOP1.6 million awarded in January 2018 which was about the
revised electrical and extra-low voltage system based on revised construction at B2/F to 2/F; (vi)
a variation order at approximately MOP1.4 million awarded in March 2018 which was about the
lighting for G/F drop off area; (vii) a variation order at approximately MOP2.9 million awarded
in May 2018 which was about the revised low-voltage switchboard; and (viii) a variation order
at approximately MOP4.5 million awarded in April 2018 which was about the revised
low-voltage switchboard and molded case circuit breaker board and small shop scheme.

The difference between the initial contract sum and the latest contract sum for Project P3 at
approximately MOP35.8 million was principally attributable to: (i) two variations orders at
approximately MOP10.5 million and MOP4.0 million respectively both awarded in August 2017
which were about the change in design in the guestrooms and certain floors of the hotel; and (ii)
two variation orders at approximately MOP2.9 million and MOP4.9 million respectively both
awarded in May 2018 which were about the supply and installation of temporary power supply
for heat exchanger room, floors and guestrooms of the hotel.

The difference between the initial contract sum and the latest contract sum for Project P4 at
approximately MOP11.0 million was principally attributable to: (i) a direct order awarded in
March 2015 which was about the electrical installation works for mechanical ventilation and air
conditioning system; and (ii) the claim of material cost fluctuation, labour cost and other
overheads due to the job suspension of Project P4 from March 2014 to April 2015 (caused by
the request for amendment of certain drawings by the Macau governmental authority) at MOP6.3
million, respectively.

OUR MACHINES AND EQUIPMENT

Our E&M engineering works during the Track Record Period did not involve use of heavy
machines and equipment. The most commonly used machines and equipment were aluminum
scaffold working platforms and scissor electrical platforms, all of which were rented from our
third party suppliers. Our rental cost of machines and equipment in FY2016, FY2017, FY2018
and 7M2019 amounted to approximately MOPS§,000, MOP632,000, MOPI1.3 million and
MOP315,000, respectively.

Due to the increasing frequency of use resulting from the establishment of our E&M
maintenance department, our Directors consider that we cannot solely rely on renting machines
and equipment from our third party suppliers and shall acquire our own aluminum scaffold
working platforms and scissor electrical platforms. For further details, please refer to the
subsection headed “Future plans and use of proceeds — Business strategies” in the prospectus.
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SALES AND MARKETING
Pricing policy

During the Track Record Period, all our projects were obtained through a process of
competitive bidding in which we believe our customers will also obtain quotations/tenders from
other candidate contractors.

We adopt a cost-plus pricing model for setting our tender price or quotation. We estimate
the cost by considering, among others, direct labour cost, subcontracting cost, machines and
equipment rental cost, and cost in purchasing electrical parts and components, of such project.
We may obtain preliminary quotations from our suppliers, lessors of machines and equipment,
and subcontractors to facilitate our estimation. In determining the mark-up margin, we take into
consideration, among others: (a) the sufficiency of our capacity after taking into account the
customer’s requested completion date and project schedule, and the project schedules of our
on-going projects; (b) the historical pricing level and profit margin accepted by our customers;
(c) the level of competition and the expected pricing of other competitors; and (d) other
considerations such as the size and complexity of the project and whether acceptance of the
project will enhance our reputation within the industry or open up further opportunities for
future projects with the customers.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience any loss-making projects as a result of material inaccurate estimation or cost
overruns.

Marketing activities

As to our marketing activities, we display the name of Ready System (Macau) in our
machines and equipment deployed at the construction sites, and distribute our brochures to
potential customers. We currently have no plan to carry out other marketing activities such as
mass media advertisement.

Our Directors believe that our relationship with our customers, expertise, reputation in the
industry and past project references are key to securing future projects as we rely on
word-of-mouth by our customers to attract new referrals for future projects, and the quality of
services provided by us in our existing projects is crucial in retaining our existing customers. In
addition, we believe that the Listing will further promote our Group to the general public, and
thus further enhance our brand and future business development.

Further, our Directors consider that our qualification of registered contractor for execution
of construction works (EJifi .#£) is a public information and can be inspected in website of the
DSSOPT, and therefore could enhance our professional profile in the E&M engineering works
industry.
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Seasonality

Our Directors consider that the E&M engineering industry in Macau does not exhibit any
significant seasonality.

QUALITY CONTROL

Our relevant project team is responsible for the quality control of each project. Our
executive Directors are responsible for supervising the overall implementation of quality control
measures of all our projects. Details of their qualifications and experience are set out in the
paragraph headed “Directors, senior management and staff — Directors” in the prospectus.

Our site supervisor is responsible for monitoring the quality of works carried out by our
own employees and/or our subcontractors on a full time basis at the construction site. Our
project manager is responsible for the overall supervision of the works quality and progress of
works and ensuring that our works are completed according to schedule.

Furthermore, our project teams communicate frequently with our executive Directors while
our executive Directors closely monitor each of the projects’ progress and discuss issues
identified to ensure that our works (i) meet our customers’ requirements; (ii) are completed
within the time stipulated in the subcontract and the budget for each project; and (iii) comply
with all relevant regulatory requirements.

With regards to electrical parts and components, cables, and machines and equipment, we
generally purchase or rent from our suppliers who had established satisfactory business
relationships with us, and demonstrated consistency in the quality of the electrical parts and
components, cables, or machines and equipment supplied by them. When the electrical parts and
components, cables, and machines and equipment purchased or rented by us are delivered to us,
our quality control will generally include the inspection of whether the quantity is correct,
whether there are any observable defects, and for machines and equipment, whether it functions

properly.

Our customers, being generally the main contractors or the E&M engineering works
subcontractors, also carry out quality supervision to our works at various stages of the project.
In stating so, during the Track Record Period, we have not received any complaint or request for
any kind of compensation from our customers due to quality issue in relation to works
performed by us or by our subcontractors, which is considered by our Directors to be
attributable to our effective quality control measures.

OUR CUSTOMERS
During the Track Record Period, our customers were generally the main contractors or the

E&M engineering works subcontractors in the relevant development and renovation projects in
Macau.
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In FY2016, FY2017, FY2018 and 7M2019, our top five customers were Independent Third
Parties, and total revenue attributable to them amounted to approximately MOP133.3 million,
MOP207.4 million, MOP174.8 million and MOP102.4 million, representing approximately
95.4%, 99.7%, 94.4% and 93.0% of our total revenue, respectively. During the same period, total
revenue attributable to our largest customer amounted to approximately MOP63.5 million,
MOP147.2 million, MOP65.7 million and MOP39.0 million, representing approximately 45.4%,
70.8%, 35.5% and 35.5% of our total revenue, respectively.

None of our Directors, Shareholders (which to the knowledge of our Directors owns more
than 5% of the issued share capital of our Company) or their respective close associates had any
interest in any of our top five customers during the Track Record Period.

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

FY2016
Length of
business
Approximate %  relationship
Customer " ) Background Revenue  of our revenue  with us
(MOP’000)

Customer A V7 A Macau company engaging in 63,476 454%  Since 2015
building construction and (Customer Al)
foundation piling (“Customer
A1”) and a Macau company Since 2007
engaging in installation and (Customer A2)
maintenance of electrical,
mechanical, heat ventilation and
air-conditioning systems
(“Customer A2”), and both
Customers Al and A2 are
subsidiaries of a company listed
in Hong Kong

Customer B V¢ ¥ A Macau engineering company 47,229 33.8%  Since 2014

engaging in provision of
air-conditioning engineering and
related installation
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Customer V¢

Customer D

Customer E

Customer C Moe 9

Notes:

Background Revenue
(MOP’000)

A Macau engineering company 9,395
engaging in design, installation,
maintenance and consultancy for
different elements in E&M
services such as high/low voltage
electrical power supply system,
air-conditioning and ventilation
system, water supply and
plumbing/drainage system

A Macau branch engineering 8,286
company with its headquarter in
Anhui Province, the PRC
providing industrial equipment
and E&M installation works

A Macau company engaging in civil 4,871
engineering business in Macau,
being a subsidiary of a company
listed in Hong Kong

Approximate %
of our revenue

6.7%

5.9%

3.5%

Total V¢ 2): 133,263

95.4%

Length of
business
relationship
with us

Since 2015

Since 2015

Since 2015

1. Our top five customers in FY2016 are all Independent Third Parties and unrelated to each other.

2. The figures and percentages above may not add up to the total due to rounding.

3. Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong Kong.

4. Customer B, Supplier D and Subcontractor D refer to the same entity.

5. Customer C and Subcontractor F refer to the same entity.
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FY2017

Customer V¢ ¥

Customer A Nere 9

Customer B V¢ ¥

Customer E

Customer D

Background

A Macau company engaging in
building construction and
foundation piling (“Customer
A1”) and a Macau company
engaging in installation and
maintenance of electrical,
mechanical, heat ventilation and
air-conditioning systems
(“Customer A2”), and both
Customers Al and A2 are
subsidiaries of a company listed
in Hong Kong

A Macau engineering company
engaging in provision of
air-conditioning engineering and
related installation

A Macau branch engineering
company with its headquarter in
Anhui Province, the PRC
providing industrial equipment
and E&M installation works

A Macau engineering company
engaging in design, installation,
maintenance and consultancy for
different elements in E&M

services such as high/low voltage

electrical power supply system,
air-conditioning and ventilation
system, water supply and
plumbing/drainage system
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Revenue
(MOP’000)

147,214

38,624

13,751

5,643

Approximate %
of our revenue

70.8%

18.6%

6.6%

2.7%

Length of
business
relationship
with us

Since 2015
(Customer Al)

Since 2007
(Customer A2)

Since 2014

Since 2015

Since 2015
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Length of
business
Approximate % relationship

Customer " Background Revenue  of our revenue  with us
(MOP’000)
Customer F A Macau company engaging in 2,135 1.0%  Since 2015
engineering installation in Macau,
being a subsidiary of a company
listed in Shanghai
Total ™ % 207,367 99.7%
Notes:
1. Our top five customers in FY2017 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong Kong.
4. Customer B, Supplier D and Subcontractor D refer to the same entity.
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FY2018

Customer V¢ ¥

Customer A Nere 9

Customer B V¢ ¥

Customer C Mo 9

Customer D

Approximate %
Revenue of our revenue

(MOP’000)

Background

A Macau company engaging in 65,744 35.5%
building construction and
foundation piling (“Customer
A1”) and a Macau company
engaging in installation and
maintenance of electrical,
mechanical, heat ventilation and
air-conditioning systems
(“Customer A2”), and both
Customers Al and A2 are
subsidiaries of a company listed
in Hong Kong

A Macau engineering company 47,264 25.5%
engaging in provision of
air-conditioning engineering and
related installation

A Macau company engaging in civil 42,169 22.8%
engineering business in Macau,
being a subsidiary of a company
listed in Hong Kong

A Macau engineering company 14,513 7.8%
engaging in design, installation,
maintenance and consultancy for
different elements in E&M
services such as high/low voltage
electrical power supply system,
air-conditioning and ventilation
system, water supply and
plumbing/drainage system
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Length of
business
relationship
with us

Since 2015
(Customer Al)

Since 2007

(Customer A2)

Since 2014

Since 2015

Since 2015
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Length of
business
Approximate % relationship

Customer " Background Revenue  of our revenue  with us
(MOP’000)
Customer E A Macau branch engineering 5,148 2.8%  Since 2015
company with its headquarter in
Anhui Province, the PRC
providing industrial equipment
and E&M installation works
Total ™ % 174,838 94.4%
Notes:
1. Our top five customers in FY2018 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong Kong.
4. Customer B, Supplier D and Subcontractor D refer to the same entity.
5. Customer C and Subcontractor F refer to the same entity.
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7M2019

Customer V¢ ¥

Customer B ¢ 9

Customer A Nere #

Customer C e 9

Customer D

Background

A Macau engineering company

Revenue
(MOP’000)

39,025

engaging in provision of

air-conditioning engineering and

related installation

A Macau company engaging in

38,267

building construction and

foundation piling (“Customer

A1”) and a Macau company

engaging in installation and

maintenance of electrical,

mechanical, heat ventilation and

air-conditioning systems
(“Customer A2”), and both
Customers Al and A2 are

subsidiaries of a company listed

in Hong Kong

A Macau company engaging in civil

13,845

engineering business in Macau,

being a subsidiary of a company

listed in Hong Kong

A Macau engineering company 8,950

engaging in design, installation,

maintenance and consultancy for
different elements in E&M
services such as high/low voltage

electrical power supply system,

air-conditioning and ventilation

system, water supply and
plumbing/drainage system
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Approximate %
of our revenue

35.5%

34.8%

12.6%

1.8%

Length of
business
relationship
with us

Since 2014

Since 2015
(Customer Al)

Since 2007
(Customer A2)

Since 2015

Since 2015
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Length of
business
Approximate % relationship

Customer " ) Background Revenue  of our revenue  with us
(MOP’000)
Customer K A Macau engineering company 2,667 2.4%  Since 2019
engaging in interior and exterior
renovation works and
construction works
Total Y 7. 102,354 93.0%
Notes:
1. Our top five customers in 7M2019 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer B, Supplier D and Subcontractor D refer to the same entity.
4. Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong Kong.
5. Customer C and Subcontractor F refer to the same entity.

The following table sets forth the project nature of the E&M engineering works provided to
our top five customers during the Track Record Period:

Customer Project nature

Customer Al Supply, installation and maintenance
Customer A2 Supply, installation and maintenance
Customer B Supply, installation and maintenance
Customer C Supply and installation

Customer D Supply and installation

Customer E Supply and installation

Customer F Supply and installation

Customer K Supply and installation

The following information provided by Frost & Sullivan indicates the scale of operations of
each of our top five customers during the Track Record Period:

—  The Macau operating arm (comprising Customer A2) engaging in the provision of
E&M engineering services is estimated to record the revenue of approximately
MOP333.8 million for the provision of E&M engineering services in 2018, with less
than 50 staff in Macau. Customers Al and A2 are the subsidiaries of Chinney Alliance
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Group Limited (Stock Code: 385), which is a construction group listed on the Stock
Exchange, with the revenue of approximately HK$6,051 million in 2018. Chinney
Alliance Group Limited is principally engaged in trading of plastics and chemical
products, building related contracting services, building construction, foundation
piling and ground investigation in Hong Kong, Macau, the PRC and Singapore.

— Customer B specialises in E&M, repair, maintenance, alteration and addition in Hong
Kong and Macau. As estimated, it recorded the revenue of less than HK$1,000 million
in 2018.

—  Customer C recorded the revenue of approximately MOP260 million in 2018, with
approximately 80 staff in Macau.

—  Customer D is estimated to record the revenue of approximately MOP368.6 million in
2018, with less than 50 staff in Macau.

- Customer E operates in the PRC and Macau, with a focus on building construction and
E&M. As estimated, it recorded the revenue of over RMB4,000 million in 2018.

- Customer F’s holding company is a smart city system integrator and comprehensive
security service provider. It is listed on the Shanghai Stock Exchange and has more
than 11,000 employees, with the revenue of approximately RMB3,600 million in 2018.

— Customer K is estimated to record the revenue of less than MOP2 million in 2018,
with less than 20 staff in Macau.

Customer concentration

In FY2016, FY2017, FY2018 and 7M2019, our top five customers accounted for
approximately 95.4%, 99.7%, 94.4% and 93.0% of our total revenue, respectively. In particular,
Customer A accounted for approximately 45.4%, 70.8%, 35.5% and 34.8% of our total revenue,
respectively.

Business relationships with Customer A

Customer A comprises two separate companies: one is a Macau company engaging in
building construction and foundation piling (being Customer Al), and the other one is a Macau
company engaging in installation and maintenance of electrical, mechanical, heat ventilation and
air-conditioning systems (being Customer A2). Both Customers Al and A2 are subsidiaries of
the same company listed on the Main Board of the Stock Exchange which had a market
capitalisation of approximately HK$713.9 million as at 31 December 2018 and a total revenue of
approximately HK$5.6 billion and HK$6.0 billion in FY2017 and FY2018, respectively.
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According to the best knowledge of our Directors, although Customers Al and A2 belong
to the same listed group, they engage into two different business segments, they have two
separate management teams as well as project teams, and they operate independently with each
other.

Nevertheless, despite the above reasons, our revenue attributable to Customers Al and A2
during the Track Record Period have been aggregated together as a single entity of Customer A
for disclosure purpose in the prospectus solely for the sake of prudence.

Our Group has established business relationships with Customer A2 since 2007, while only
acquainted with Customer Al in 2015 due to the introduction by Customer A2. Awarded in the
mid-2016, Project P1 was our first project worked with Customer A1 with the initial contract
sum at approximately MOP120.6 million. On the other hand, Project P2 was awarded by
Customer A2 in late 2015 with the initial contract sum at approximately MOP138.7 million and
Project P13 was awarded by Customer A2 in May 2019 with the initial contract sum at
approximately MOP168.8 million. Projects P1, P2 and P13 are the only three projects during the
Track Record Period with initial contract sum of over MOP100 million. While Project P13
recently commenced in July 2019, Project P2 is expected to complete in the first quarter of 2020
while Project P1 is on-going as at the Latest Practicable Date given that a new variation order
with contract sum of approximately MOP35.7 million was awarded by Customer Al in May
2019.

In fact, our revenue attributable to Customers Al and A2 during the Track Record Period
were mainly attributable to Projects P1 and P2, details of which are set forth below:

FY2016
Project P1 Project P2 Other project(s) Total
Approximate Approximate Approximate Approximate
% of our % of our % of our % of our
Revenue revenue Revenue revenue Revenue revenue Revenue revenue
(MOP’000) (MOP’000) (MOP’000) (MOP’000)
Customer Al 30,435 21.8% N/A N/A N/A N/A 30,435 21.8%
Customer A2 N/A N/A 30,004 25% 2,947 2.1% 33,041 23.6%
Total: 63,476 45.4%

Note: This was attributable to three projects, two of which were awarded before the Track Record Period and the
remaining one was Project S5.
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FY2017
Project P1 Project P2
Approximate Approximate
% of our % of our
Revenue revenue Revenue revenue
(MOP’000) (MOP’000)
Customer Al 56,445 27.2% N/A N/A
Customer A2 N/A N/A 89,471 43.0%

Other project(s) Total
Approximate Approximate
% of our % of our
Revenue revenue Revenue revenue

(MOP’000) (MOP’000)

N/A N/A 56,445 21.2%
1,208 0.6% 90,769 43.6%
Total: 147,214 70.8%

Note: This was attributable to two projects, one of which was awarded before the Track Record Period and the

remaining one was Project S5.

FY2018
Project P1 Project P2
Approximate Approximate
% of our % of our
Revenue revenue Revenue revenue
(MOP’000) (MOP’000)
Customer Al 15,376 8.3% N/A N/A
Customer A2 N/A N/A 45,291 24.5%
Note: This was attributable to Projects S8 and P12.
7M2019
Project P1 Project P2
Approximate Approximate
% of our % of our
Revenue revenue Revenue revenue
(MOP’000) (MOP’000)
Customer Al 13,308 12.5 N/A N/A
Customer A2 N/A N/A 3,707 34
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Other project(s) Total
Approximate Approximate
% of our % of our
Revenue revenue Revenue revenue
(MOP’000) (MOP’000)
N/A N/A 15,376 8.3%
5,077 2.7% 50,368 27.2%
Total: 65,744 35.5%
Other project(s) Total
Approximate Approximate
% of our % of our
Revenue revenue Revenue revenue
(MOP’000) (MOP000)
3,91]Mote D 3.6 17,719 16.1%
16,841 15.3 20,548 18.7%
Total: 38,267 34.8%
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Notes:
1. This was attributable to Project S19.

2. This attributable to Projects S8, P12, P13, S18 and S21, and a project with initial contract sum of
approximately MOP72,000.

Besides Project P1 and S19, there are no other projects awarded by Customer Al during the
Track Record Period and up to the Latest Practicable Date. Nevertheless, besides Project P2,
there is an on-going Project P13 with initial contract sum of approximately MOP168.8 million
awarded by Customer A2 in May 2019.

Sustainability of our business

Our Directors consider that our business model is sustainable despite concentration on
Customers A and B and the likelihood that the relationships with Customers A and B will
materially adversely change or terminate is low, in view of the followings:

(i) If treating Customers Al and A2 separately, concentration feature would be
mitigated

As aforesaid, although Customers Al and A2 belong to the same listed group, they
engage into two different business segments, they have two separate management teams as
well as project teams, and they operate independently with each other. If treating them
separately, it would become that in FY2016, FY2017, FY2018 and 7M2019, our revenue
attributable to our largest customer amounted to approximately 33.8% (Customer B) 43.6%
(Customer A2), 27.2% (Customer A2) and 35.5% (Customer B) of our total revenue,
respectively. Please also note that we acquainted with Customer Al in 2015 because of the
introduction by Customer A2 and therefore after our tender submission for Project PI in
January 2016 to the project employer and subsequently in May 2016, Project P1 was
concluded to be a subcontract and the main contractor shall be Customer Al, we were
invited by Customer Al to submit tender for Project P1. It is not the case that the same
group of management using two different entities to award two different projects to us.
Further, it is worth to note that we were required by Customer Al to acquire performance
bond at 10% of the initial contract sum for Project P1, but Customer A2 agreed to do us a
favour that the performance bond requirement for Project P2 was not necessary (such
treatment was, as considered by our Directors, attributable to the over ten years of
established business relationships with Customer A2 since 2007), which supports the
situation of separate management and independent operation between Customer Al and
Customer A2.

(ii) We have maintained close and complementary business relationships with
Customers A and B

According to the Frost & Sullivan Report, being recognised and having a good
reputation allows the companies to win trust of customers and other industry stakeholders,
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more importantly increases the possibilities of landing projects. We have established stable
and strong business relationships with Customers A and B, who are our largest two
customers during the Track Record Period. Our business relationships with Customers A
and B were established in 2007 and 2014, respectively and we have been continuously
engaged by Customers A and B since the beginning of our relationships. Our Directors
believe that we have fully acquainted ourselves with the requirements of Customers A and
B and have gained trust from Customers A and B over the years with a proven track record.
This is evidenced by the projects awarded by Customers A and B during the Track Record
Period as well as the introduction and reference by Customer A2 of us to Customer Al.

Customer A2 awarded us Project P2 in 2015, and when Project P2 approached to a
later stage in 2018, Project S8 and P12 were awarded to us in 2018, and then when these
three Projects P2, S8 and P12 approached to completion in 2019, among other projects, an
on-going Project P13 with initial contract sum of approximately MOP168.8 million was
awarded by Customer A2 in May 2019. On the other hand, Project S19 and a new variation
order as to Project P1 with contract sum of approximately MOP35.7 million were awarded
by Customer Al in May 2019. Similarly, Customer B awarded us Project P4 in 2014,
Project P3 in 2015, Project P8 in 2017, and Projects P9 and P10 in 2018.

The above demonstrates that Customers A and B intend to keep us “busy” for them
from time-to-time. In any event, it is no doubt that repetitive customer can indicate good
quality of our works and customer’s reliance on us. Based on the above, our Directors
believe that it is mutually beneficial and complementary for Customers A and B and us to
maintain a close and stable business relationships.

(iii) Mutual reliance between us and Customers A and B

Customer Al is a Macau company engaging in building construction and foundation
piling. Therefore in Project P1, they relied on our expertise in E&M engineering works
such that they would be able to focus on their expertise area.

Customer A2 is a Macau company engaging in installation and maintenance of
electrical, mechanical, heat ventilation and air-conditioning systems, which apparently
operates similar businesses as our Group. Nevertheless, to the best knowledge of our
Directors based on the long-establishing business relationships with Customer A2 since
2007, the focus of Customer A2 in Macau mainly involves mechanical ventilation and
air-conditioning (while our focus is on electrical-related E&M engineering works). As such,
over the years of co-operation between us and Customer A2, for the E&M projects awarded
to us, we would subcontract the works relating to mechanical ventilation and
air-conditioning to Customer A2 (subject always to the competitive bidding process), while
for the E&M projects awarded to them, they would subcontract the works relating to
electrical-related E&M engineering works to us (subject always to the competitive bidding
process), such that both of us would be able to focus on our expertise area.
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Customer B is a Macau engineering company engaging in provision of
air-conditioning engineering and related installation, being one arm of the E&M
engineering works. Therefore in Projects P3, P4, P8, P9 and P10, they relied on our
expertise in electrical system installation, being another arm of the E&M engineering
works, and so engaged us for the installation and supply of electrical system in the relevant
projects such that they would be able to focus on their expertise area.

Given that the E&M projects awarded were subject to the bidding process, for a large
scale E&M project which contains extensive scope of works (e.g. more than one arm of the
E&M engineering works such as electrical, mechanical ventilation and air conditioning and
plumbing works as well as certain building works), engaging us as the subcontractor for the
electrical works (or vice versa, engaging Customers A and/or B as the subcontractor for
mechanical ventilation and air conditioning, plumbing works and building works) can
ensure us and Customers A and B will be able to focus on our respective expertise area
such that the overall cost competitiveness and project progress management can improve,
and thereby increasing the chance of overall successful bidding of such large scale E&M
project so that both us and Customers A and/or B can secure the works together. Therefore,
our Directors consider that there were mutual reliance between us and Customers A and B.

(iv) Feature of concentration on Customer A should not be interpreted solely as an
indication of reliance because it was also substantially attributable to one
fundamental feature of uncertainty in the business model of competitive bidding as
well as restricted capacity

Despite maintaining well-established business relationships with Customer A, it
remains the fact that all our projects were obtained through a process of competitive
bidding in which we believe our customers (including Customer A) will also obtain
quotations/tenders from other candidate contractors. There is no assurance that our
customers will award us projects for every quotation/tender we submit. We must face
competitors.

In order to secure business opportunity, we adopt a pro-active mode in our projects
procurement strategy. Upon receiving invitation to submit quotation/tender from our
customers (with or without existing business relationships), it is our policy to reply with
our quotations/tenders rather than rejecting their requests.

On one hand, there is no assurance that our customers will award us projects or not,
but on the other hand, if any quotation/tender is to be awarded to us, there is also no
assurance on which quotation/tender will be awarded. It could be from an existing customer
or a new customer. It could be a sizeable project or a boutique project. It does always
involve an element of uncertainty. For competitive bidding, everytime is a brand new
selection and we will never reject a profitable project awarded (sizeable or boutique) just
because of avoiding concentration.
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To the best knowledge of our Directors, both Customers Al and A2 are aware of
subcontractor concentration, in the sense that if any of their subcontractor has already been
awarded with a sizeable project, they will incline not to award them further project(s)
(sizeable or boutique) unless that previous sizeable project approaches to completion.
Customer A2 awarded us Project P2 in 2015, and when Project P2 approached to a later
stage in 2018, Projects S8 and P12 were awarded to us in 2018, and then when these three
Projects P2, S8 and P12 approached to completion in 2019, among other projects, an
on-going Project P13 with initial contract sum of approximately MOP168.8 million was
awarded by Customer A2 in May 2019. On the other hand, Project S19 and a new variation
order as to Project P1 with contract sum of approximately MOP35.7 million were awarded
by Customer Al in May 2019.

As aforesaid, there is no assurance on whether project to be awarded is sizable or not,
in particular in 7M2019, given that (i) Project P2 approached to completion with revenue
recognised at approximately MOP3.7 million in 7M2019 only; (ii) the new sizeable Project
P13 awarded by Customer A2 was at the preliminary stage with revenue recognised at
approximately MOP3.5 million in 7M2019 only; and (iii) the remaining projects awarded
by Customers Al and A2 (i.e. Projects S8, P12, S18, S19 and S21, and a project with initial
contract sum of approximately MOP72,000) were all boutique projects with initial contract
sum less than MOP10 million, Customer A ceased to be our top customer. While we
consider that we have maintained close co-operation and established business relationship
with Customer A throughout the Track Record Period, the cessation of Customer A to be
our top customer in 7M2019 demonstrates the involvement of the element of uncertainty as
to the size of project(s) awarded by Customer A to us, which was substantially attributable
to the fundamental feature of the business model of competitive bidding.

In view of the above, it would be more accurate to state that our feature of
concentration was attributable to sizable Projects P1 and P2 rather than to Customer A. In
other words, customers of sizable projects would easily become our major customers.
Restricted with the current internal resources, we may not be able to have too many
sizeable projects at the same time. Benefited from Listing with the expansion of our
resources from the proceeds of Share Offer, we consider that we are able to capture more
sizeable projects after Listing thereby diversifying our customer base. For details, please
refer to the paragraph headed “Business strategies” in this section.

(v) Revenue of the E&M engineering industry in Macau is expected to grow

According to the Frost & Sullivan Report, it is expected that the revenue of the E&M
engineering industry in Macau would reach approximately HK$18.1 billion in 2023,
growing at a CAGR of approximately 9.3% from 2019 to 2023. The repair and maintenance
segment is forecasted to keep a steady growth. By the end of 2023, revenue of the E&M
engineering industry in the repair and maintenance segment is estimated to reach
approximately HK$5.7 billion, with a CAGR of approximately 12.2% from 2019 to 2023.
With our established operating history and reputation with a wide range of project
references, as well as our business strategy of establishing an E&M maintenance
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department with the aid of the net proceeds of the Share Offer, our Directors believe that
we are well-equipped to capture the growing business and opportunities in the E&M
engineering industry in Macau and increase our market share.

(vi) Our skills and experience in the E&M engineering industry are transferable

We have been providing E&M engineering services in Macau since 2006. Our
established operating history and reputation with a wide range of project references would
assist us in securing projects from other major players in the construction industry in
Macau in the event that the demand from Customers A and B for our services reduces in
the future. We have established a good reputation, built a stable pool of subcontractors and
suppliers and possessed a broad range of E&M engineering experience, which put us at a
competitive position in tendering for projects from new customers. In particular, we have
been constantly invited by new customers to submit quotations/tenders and as at the Latest
Practicable Date and four of our quotations/tenders pending reply were attributable to new
customers. After the Track Record Period, an on-going Project P15 with the initial contract
sum of approximately MOP82.6 million was awarded by Customer L in October 2019 and
an on-going Project S23 with the initial contract sum of approximately MOP5.4 million was
awarded by a new customer in November 2019.

(vii) Measures to mitigate our exposure to any material adverse changes to or
termination of the relationships with Customers A and B

Benefited from our established operating history and proven track record in Macau,
our Directors actively from time-to-time explore new tendering opportunities for sizeable
E&M engineering projects. In particular, with the net proceeds of the Share Offer, our
financial position will be strengthened such that we can undertake more sizeable E&M
engineering projects. As at the Latest Practicable Date, we had submitted a tender to
Customer L with tender sum of approximately MOP167.3 million and a tender to an
established operator of casinos and hotels in Macau with tender sum of approximately
MOP110.1 million, both with the expected date of tender result announcement within the
first quarter of 2020. If we succeed to secure these projects, we consider the concentration
feature on Customers A and B will substantially reduce. Further, we will establish an E&M
maintenance department with the net proceeds of Share Offer, one of the target customers
of which include the landlords of various commercial and residential buildings, hotels and
casinos in Macau. For further details of our future plans, please refer to the section headed
“Future plans and use of proceeds” in the prospectus. As such, our Directors consider that
our future plans will be able to expand our clientele and tendering opportunities thereby
mitigating our exposure to any material adverse changes to or termination of the
relationships with Customers A and B.

From our Directors’ previous experience, our customers in the E&M engineering
industry in Macau are inclined to give preference to contractors who have a listing status in
Hong Kong. Needless to say that a listing applicant in Hong Kong needs to go through an
extremely rigorous, robust and comprehensive scrutinisation and vetting process by the
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relevant authorities in order to achieve the listing status of the Stock Exchange, and further,
a listed company shall be subject to the strict, on-going and continuous compliance of the
Listing Rules and other applicable laws and regulations in order to maintain its listing
status. Therefore, a Hong Kong listed company has always given the market a solid
perception of transparent financial disclosure, established internal control and stringent
regulatory supervision, thereby achieving a better reputation over the other non-listed
industry peers. Therefore, we are confident that a listing status in Hong Kong will reinforce
our image, and enhance the confidence of our business stakeholders in the E&M
engineering industry in Macau and thereby enabling us to explore new tendering
opportunities with new customers.

Major contract terms with our customers

During the Track Record Period and up to the Latest Practicable Date, our customers

engaged us on a project-by-project basis instead of entering into any long-term contract.

Generally, being a subcontractor or sub-subcontractor, the terms of our contracts with our

customers mirror the terms of the contract between our customers and the main contractor or the

project employer, as the case may be. The major contract terms with our customers can be

summarised below:

Major contract terms Description

Project information Project information includes address of the project site,
scope of works, duration, contract sum and identities of
certain consultants including architect, structural engineer
and quantity surveyor, already on board.

Contract sum The contract sum is generally a fixed price lump sum and
will only be adjusted under specified situations such as
adjustments to provisional sums and variations. In particular,
it shall not be subject to any adjustment due to change in
currencies exchange rates and cost fluctuation in wages,
plant and material.

Schedule of rates or bills The schedule of rates or bills of quantities is the breakdown
of quantities of the contract sum itemising the works and quantities, and
setting out the price or price rate of each item of works. The
schedule of rates or bills of quantities may also contain

provisional items of works.

Terms of payment We do not receive any sums as prepayment or deposit and
only receive progress payments from our customers based on
the works completed pursuant to the tender documents or
contracts of the relevant projects.
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Major contract terms

Provisional works

Variation

Description

Progress payment

In general, for every one month, we prepare a statement
setting out our estimate of the value of the works completed
in the preceding month and submit the statement together
with the payment application to our customers. The amount
will be set off with any cost of materials procured by our
customers for us and other miscellaneous expenses payable
to our customers in the preceding month.

Upon receiving such statement with our payment application,
our customer shall assess and certify our payment
application. Our customer will then make payment based on
the certified amount less any retention money.

Payments will generally be made by our customers to us on
“pay when paid” basis, in the sense that our customers will
only make payment to us after they have received their
progress payments from the main contractors or project
employers, as the case may be. In general, payments will be
made within 30 days from the date of the receipt of progress
payments by our customers.

Payment method

Payment is usually made by way of cheque or bank transfer
in MOP.

The schedule of rates or bill of quantities may contain
provisional works which may not be required to be executed
at all, and if required, the quantities of the provisional works
shall be subject to re-measurement and paid at the price rates
in the schedule of rates or bill of quantities.

Our customers may issue instructions requiring a variation,
which means the alteration or modification of the design,
quality or quantity of the works, and includes the addition,
omission or substitution of any work, and the alteration of
the kind or standard of any of the materials or goods to be
used in the works.
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Major contract terms

Performance bond

Defect liability period

Retention money

Insurance

Description

The valuation of the variation works is generally determined
by the quantity surveyor engaged by the project employer. If
the variation works is of similar character executed under
similar conditions as works priced in the schedule of rates or
bill of quantities, the prices therein shall determine the
valuation, otherwise, valuation shall be made by the quantity
surveyor on a fair basis.

We are generally required to at our own cost obtain the
guarantee of an approved bank to be jointly and severally
bound with us to our customer in a specified sum (generally
equivalent to 10% of the contract sum) for the due
performance of the contract under the terms of a bond in a
specified format.

The performance bond is generally released after the defect
liability period.

We are required to make good any defects at our own cost
within the defect liability period, which is generally 12 to 24
months after the practical completion.

The amount of retention money being retained is generally
agreed to be approximately 10% of the certified amount until
the total amount of retention money reaches approximately
5% of the contract sum which is the maximum amount to be
retained.

Upon the practical completion, part of the retention money
being retained will be released to us.

After we have made good the defect to our customer’s
satisfaction, the residue of the retention money being
retained will be released to us.

The main contractor will effect and maintain, for the
contractors and subcontractors of any tier including us, the
insurance policies for the contract works and liability to third
parties, and employees compensation insurance for the
personal death or death arising out of or in the course of the
contract works.
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Major contract terms

Extension of time

Liquidated damages

Importation of labour

Termination

OUR SUPPLIERS

Description

Nevertheless, we are required to take out our own insurance
for the machines and equipment brought onto the
construction site.

If the progress of the works is likely to be delayed due to
certain situations as stipulated under the contract such as
force majeure, variation order and delay of other contractor
in executing works, the architect shall estimate the length of
the delay and make a fair and reasonable extension of time
for completion of the works.

In general, failure to complete on time will result in
liquidated damages against us calculated according to an
agreed daily rate under the contract.

The main contractor is responsible for making of all
application of imported labour quota for the project. For
further details about our imported workers, please refer to
the paragraph headed “Our subcontractors — Imported
workers” in this section.

Our customers are generally entitled to terminate our
contracts if (i) we without reasonable cause wholly suspend
the carrying out of the works before completion; (ii) we fail
to proceed regularly and diligently with the works; (iii) we
fail to comply with the written notices or orders from the
architects of the customers causing the works being
materially affected; or (iv) we become bankrupt or make
arrangement with our creditors or have a winding up order or
have a resolution for voluntary winding up or a receiver is
appointed.

Our suppliers during the Track Record Period generally included suppliers of electrical

parts and components such as cable containments, distribution boards, light fittings and wire

accessories.

In FY2016, FY2017, FY2018 and 7M2019, save and except for Ready Electrical Metal
Work Limited and Shun Tat M&E Equipment Limited, our top five suppliers were Independent

Third Parties. Our total

purchase attributable to our top five suppliers amounted to

approximately MOP30.5 million, MOP45.7 million, MOP37.2 million and MOP10.8 million,
representing approximately 78.3%, 73.2%, 69.9% and 74.4% of our total purchase, respectively.
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During the same period, our total purchase attributable to our largest supplier amounted to
approximately MOP13.4 million, MOP16.5 million, MOP14.6 million and MOP5.0 million,
representing approximately 34.4%, 26.4%, 27.4% and 34.8% of our total purchase respectively.

Save and except for Ready Electrical Metal Work Limited and Shun Tat M&E Equipment
Limited, none of our Directors, Shareholders (who to the knowledge of our Directors owns more
than 5% of the issued share capital of our Company) or their respective close associates had any
interest in any of our top five suppliers during the Track Record Period.

Further, save and except (i) Customer A, Supplier F and Subcontractor A; (ii) Customer B,
Supplier D and Subcontractor D; and (iii) Customer C and Subcontractor F, our top five
suppliers engaged by us are not our top five customers, nor our top five subcontractors, nor vice
versa.

The following tables set forth the details of our top five suppliers during the Track Record
Period:

FY2016
Length of
Approximate  business
Products sold % of our  relationship
Supplier " Background to us Purchase purchase  with us
(MOP’000)
Ready Electrical Metal Ready Electrical Metal Work Low-voltage 13,387 344%  Since 2007
Work Limited and Shun Limited engaging in sales of switchboards,
Tat M&E Equipment low-voltage electrical power and electrical
Limited %% distribution and control devices, ~parts and
while Shun Tat M&E Equipment ~ components
Limited engaging in trading of
cable tray, trunking and conduits
for electrical cables and wires
Supplier F ¢ ¥ Companies within the same group  Distribution boards 7,027 18.1%  Since 2007
listed in Hong Kong engaging and wiring
in, among others, design, aceessories

installation, repair and
maintenance of electrical,
mechanical, heat ventilation and
air-conditioning systems, trading
of electrical installation products
and electrical generators, and
building construction and
foundation piling
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Supplier

Length of
Approximate  business
Products sold % of our  relationship
Background to us Purchase purchase  with us
(MOP’000)

Note 1)

Supplier B A Hong Kong company engaging  Cables 4718 121%  Since 2016

in sales of mid-to-low voltage
cables and telecommunication
cables

Supplier A Two Hong Kong companies within ~ Cable trays, 3,522 9.1%  Since 2008

the same group engaging in trunkings and
trading of electrical and cable containments
containment products

Supplier C A Hong Kong company with its Distribution boards 1,832 47%  Since 2007

Notes:

1.

parent company headquartered in~ and wiring
France, being a global specialist ~ accessories
in digital transformation of

energy management and

automation in homes, buildings,

data centers, infrastructure and

industries, the shares of which

are listed on Euronext Paris

(compartment A), and the annual

revenue of which was

approximately EUR25.7 billion

in 2018

Total ' ?; 30,486 78.3%

Save and except Ready Electrical Metal Work Limited and Shun Tat M&E Equipment Limited, our top five
suppliers in FY2016 are all Independent Third Parties and unrelated to each other.

The figures and percentages above may not add up to the total due to rounding.

Ready Electrical Metal Work Limited is currently a subsidiary of REM Group (Holdings) Limited, a
company listed on the Stock Exchange (Stock Code: 1750). In FY2016, both Ready Electrical Metal Work
Limited and Shun Tat M&E Equipment Limited shared a common shareholder, namely Ready Engineering
Limited, which interested in 45% and 40% of Ready Electrical Metal Work Limited and Shun Tat M&E
Equipment Limited, respectively. Therefore, for the sake of prudence, the purchases from them are
aggregated together. Our Directors are of the view that the transactions between our Group and Ready
Electrical Metal Work Limited and Shun Tat M&E Equipment Limited were conducted on normal
commercial terms.

Customer A, Supplier F and Subcontractor A belong to the same group, the holding company of which is
listed in Hong Kong.
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FY2017

Note 1)

Supplier

Supplier B

Supplier A

F (Note 3)

Supplier

Supplier G

Background

A Hong Kong company engaging
in sales of mid-to-low voltage
cables and telecommunication
cables

Two Hong Kong companies within
the same group engaging in
trading of electrical and cable
containment products

Companies within the same group
listed in Hong Kong engaging
in, among others, design,
installation, repair and
maintenance of electrical,
mechanical, heat ventilation and
air-conditioning systems, trading
of electrical installation products
and electrical generators, and
building construction and
foundation piling

A Hong Kong company with its
parent company headquartered in
Germany, being a global
enterprise focusing on the areas
of electrification, automation
and digitalisation and one of the
world’s largest producers of
energy-efficient, resource-saving
technologies, and a leading
supplier of systems for power
generation and transmission as
well as medical diagnosis, the
shares of which are listed on
Frankfurt Stock Exchange (DAX
Component), and the annual
revenue of which was
approximately EUR83,044
million in 2018

Approximate
Products sold % of our
to us Purchase purchase
(MOP’000)
Cables 16,462 26.4%
Cable trays, 9,876 15.8%
trunkings and
containments
Distribution boards 1372 11.8%
and wiring
accessories
Busbar system 6,558 10.5%
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Length of
Approximate  business
Products sold % of our relationship
Supplier " ! Background to us Purchase  purchase  with us
(MOP000)
Supplier C A Hong Kong company with its Distribution boards 5,447 8.7%  Since 2007
parent company headquartered in ~ and wiring
France, being a global specialist ~ accessories
in digital transformation of
energy management and
automation in homes, buildings,
data centers, infrastructure and
industries, the shares of which
are listed on Euronext Paris
(compartment A), and the annual
revenue of which was
approximately EUR25.7 billion
in 2018
Total ™ %) 45,715 73.2%
Notes:
1. Our top five suppliers in FY2017 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong Kong.
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FY2018
Length of
Approximate  business
Products sold % of our relationship
Supplier ™" Background to us Purchase purchase  with us
(MOP’000)
Supplier A Two Hong Kong companies within ~ Cable trays, 14,584 274%  Since 2008
the same group engaging in trunkings and
trading of electrical and cable containments
containment products
Supplier B A Hong Kong company engaging ~ Cables 11,425 21.5%  Since 2016
in sales of mid-to-low voltage
cables and telecommunication
cables
Supplier C A Hong Kong company with its Distribution boards 4232 79%  Since 2007
parent company headquartered in~ and wiring
France, being a global specialist ~ accessories
in digital transformation of
energy management and
automation in homes, buildings,
data centers, infrastructure and
industries, the shares of which
are listed on Euronext Paris
(compartment A), and the annual
revenue of which was
approximately EUR25.7 billion
in 2018
Supplier D ¥ A Macau engineering company Distribution boards 3,617 6.8%  Since 2014
engaging in provision of
air-conditioning engineering and
related installation
Supplier E A Hong Kong lighting company ~ Light fittings 3375 6.3%  Since 2016
Total V"¢ 7 37,233 69.9%
Notes:
1. Our top five suppliers in FY2018 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer B, Supplier D and Subcontractor D refer to the same entity.
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7M2019

Note 1)

Supplier

Supplier A

Supplier B

Supplier C

Supplier I

Products sold
Background to us

Two Hong Kong companies within ~ Cable trays,
the same group engaging in trunkings and
trading of electrical and cable containments

containment products

A Hong Kong company engaging ~ Cables
in sales of mid-to-low voltage
cables and telecommunication
cables

A Hong Kong company with its Distribution boards

parent company headquartered in ~ and wiring

France, being a global specialist ~ accessories

in digital transformation of

energy management and

automation in homes, buildings,

data centers, infrastructure and

industries, the shares of which

are listed on Euronext Paris

(compartment A), and the annual

revenue of which was

approximately EUR25.7 billion

in 2018

One Hong Kong company and one  Lighting products
Macau company within the same ~ and parts
group engaging in sales of
electrical, mechanical and
lighting products in Hong Kong,
the PRC and Macau
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Length of
Approximate  business
Products sold % of our  relationship
Supplier " Background to us Purchase purchase  with us
(MOP000)
Supplier F ¥ Companies within the same group  Distribution boards 947 6.5%  Since 2007
listed in Hong Kong engaging and wiring
in, among others, design, accessories
installation, repair and
maintenance of electrical,
mechanical, heat ventilation and
air-conditioning systems, trading
of electrical installation products
and electrical generators, and
building construction and
foundation piling
Total ™7 10,765 744
Notes:
1. Our top five suppliers in 7M2019 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer A, Supplier F and Subcontractor A belong to the same group, the holding company of which is

listed in Hong Kong.

In FY2016, FY2017, FY2018 and 7M2019, our cost of materials amounted to
approximately MOP37.4 million, MOP58.6 million, MOP47.9 million and MOPI13.1 million,
representing approximately 35.3%, 37.4%, 37.2% and 16.7% of our total cost of sales,
respectively.

In general, the quotations as we agreed with our suppliers of electrical equipment, materials
and parts set out, among others, specification, quantity, delivery period, price rate and credit
period. We generally settle the payment to our suppliers of electrical equipment, materials and
parts within 60 days after delivery. We generally settle the payment by cheque in Hong Kong
dollars.

We do not enter into any long-term supply agreement with our suppliers of electrical
equipment, materials and parts. The price is determined by reference to the quotation as agreed
by the parties and the delivery date of the electrical equipment, materials and parts are agreed by
the parties on an order-by-order basis.
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When the market price of the electrical equipment, materials and parts increases, for the
potential projects, we can increase our tender price to our customers in order to transfer the
increased cost pressure to our customers at the time of the tendering process. Nevertheless, we
are not able to do so for the projects in progress because our contracts with our customers
generally do not have any price adjustment mechanism for market price fluctuation of the
electrical equipment, materials and parts.

Since defective electrical equipment, materials and parts and/or delays in delivery of the
same from our suppliers would adversely affect the quality and progress of our works, our
Directors consider that a stringent selection arrangement of our suppliers is necessary. We
maintain an internal approved list of suppliers, which will be subject to our regular review based
on a number of factors, including but not limited to, previous working relationship with us,
business reputation, delivery time, quality of products, terms of payment and pricing level.

For each project, we generally invite more than one suppliers from our internal approved
list of suppliers for quotations and our executive Directors will choose the most suitable
supplier. Purchase cost, previous working relationship with us, product quality and delivery time
are the major selection criteria of our executive Directors. Further, to minimise the concentration
risk and avoid reliance on particular suppliers, we generally try to diversify our procurements
with our different suppliers.

Since for each kind of electrical equipment, materials and parts, there are a number of
suppliers from our internal approved list of suppliers, our Directors consider that it is feasible to
engage alternative suppliers of electrical equipment, materials and parts for our Group. As such,
our Directors consider that we did not overly rely on our suppliers of electrical equipment,
materials and parts.

During the Track Record Period and up to the Latest Practicable Date, our Directors
confirm that we did not experience any material difficulties or delays in performing our
contracts due to material shortages or delays in supply of electrical equipment, materials and
parts.

OUR SUBCONTRACTORS

During the Track Record Period, save and except the subcontracting activities in relation to
the utilisation of the imported labour quota, details of which please refer to the paragraph
headed “Our subcontractors — Imported workers” in this section, our subcontracted works
include but not limited to (i) provision of certain electrical installation works including
installation of distribution board, cable trunking, cable wiring and light fitting; (ii) provision of
certain works which required specific skill sets including main and sub-main cable installation,
installation of silencer and black steel pipe, supply, technical support and testing and
commissioning of certain ELV systems, installation and delivery of generator, and supply and
installation of medium voltage genset fuel system; (iii) provision of mechanical, ventilation and
air-conditioning installations; (iv) provision of certain plumbing works; and (v) provision of
general labour support. In general, our engagements with our subcontractors are on a
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case-by-case basis and are non-recurring in nature. We did not enter into any other long term
contracts with any of our subcontractors during the Track Record Period and up to the Latest
Practicable Date.

Excluding those subcontracting fee in relation to the utilisation of the imported labour
quota, our subcontracting fee is generally determined based on the estimated cost to be incurred
by our subcontractors, mainly including labour cost, and cost of electrical equipment, materials
and parts, plus a certain mark-up margin.

During the Track Record Period, excluding those subcontractors in relation to the
utilisation of the imported labour quota, we engaged approximately 22 subcontractors. In
FY2016, FY2017, FY2018 and 7M2019, the total cost in engaging for subcontracting works (i.e.
excluding those subcontracting fee in relation to the utilisation of the imported labour quota)
amounted to approximately MOP46.3 million, MOP67.9 million, MOP44.3 million and MOP47.2
million, representing approximately 43.7%, 43.4%, 34.3% and 60.5% of our total cost of sales,
respectively.

For the same periods, the cost in engaging our top five subcontractors amounted to
approximately MOPS55.1 million, MOP82.8 million, MOP57.4 million and MOP51.5 million
respectively, representing approximately 86.2%, 90.9%, 79.6% and 82.9% of our total
subcontracting costs respectively. For the same periods, the cost in engaging our largest
subcontractor amounted to approximately MOP17.2 million, MOP45.2 million, MOP24.7 million
and MOP23.5 million respectively, representing approximately 26.9%, 49.5%, 34.2% and 37.9%
of our total subcontracting costs respectively.

Further, save and except (i) Customer A, Supplier F and Subcontractor A; (ii) Customer B,
Supplier D and Subcontractor D; and (iii) Customer C and Subcontractor F, our top five
subcontractors engaged by us are not our top five customers, nor our top five suppliers, nor vice
versa.
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The following tables set forth the details of our top five subcontractors during the Track
Record Period:

FY2016
Approximate  Length of
Types of % of our  business
subcontracting Subcontracting subcontracting  relationship
Subcontractor " * Background works provided to us costs costs  with us
(MOP’000)
Subcontractor A ™7 Companies within the same  Provision of imported 17,210 269%  Since 2007
group listed in Hong Kong ~ labour workforce,
engaging in, among supply and
others, design, installation, installation of
repair and maintenance of ~ various electrical
electrical, mechanical, systems
heat ventilation and
air-conditioning systems,
trading of electrical
installation products and
electrical generators, and
building construction and
foundation piling
Subcontractor F Y7 ¥ A Macau company engaging ~ Supply and installation 16,607 26.0%  Since 2015
in civil engineering of cable trunking
business in Macau, being and tray, generator
a subsidiary of a company ~ and busbar,
listed in Hong Kong provision of fitting
out works, and
electrical installation
Subcontractor B A Macau company engaging  Provision of imported 10,885 17.0%  Since 2012
in electrical installation labour workforce,
electrical

installation, water
pipes relocation and
temporary lighting
installation
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Approximate  Length of

Types of % of our  business
subcontracting Subcontracting subcontracting  relationship
Subcontractor " Background works provided to us costs costs  with us
(MOP000)
Subcontractor D ¢ ¥ A Macau engineering Provision of imported 6,883 10.8%  Since 2014
company engaging in labour workforce
provision of
air-conditioning
engineering and related
installation
Subcontractor G A Macau company engaging  Electrical installation 3,501 55%  Since 2008
in provision of electrical
installation and general
labour support
Total 7 55,086 86.2%
Notes:
1. Our top five subcontractors in FY2016 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong Kong.
4. Customer C and Subcontractor F refer to the same entity.
5. Customer B, Supplier D and Subcontractor D refer to the same entity.

- 161 -



BUSINESS

FY2017
Approximate  Length of
Types of % of our  business
subcontracting Subcontracting subcontracting  relationship
Subcontractor " * Background works provided to us costs costs  with us
(MOP’000)
Subcontractor A 7 Companies within the same  Provision of imported 45,154 49.5%  Since 2007
group listed in Hong Kong  labour workforce,
engaging in, among and supply,

others, design, installation, installation, testing
repair and maintenance of ~ and commissioning
electrical, mechanical, various electrical
heat ventilation and systems
air-conditioning systems,

trading of electrical

installation products and

electrical generators, and

building construction and

foundation piling

Subcontractor F % ¥

A Macau company engaging ~ Supply and installation 22,295 245%  Since 2015
in civil engineering of cable trunking
business in Macau, being and tray, generator
a subsidiary of a company ~ and busbar,
listed in Hong Kong provision of fitting
out works, and

electrical installation

Note 5)

Subcontractor D ! A Macau engineering Provision of imported 7,754 8.5%  Since 2014

company engaging in labour workforce
provision of

air-conditioning

engineering and related

installation

Subcontractor C A Macau company engaging  Electrical installation 4323 47%  Since 2015

in provision of electrical
installation
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Approximate  Length of
Types of % of our  business
subcontracting Subcontracting subcontracting  relationship
Subcontractor " Background works provided to us costs costs  with us
(MOP’000)
Subcontractor G A Macau company engaging  Electrical installation 3,276 3.6%  Since 2008
in provision of electrical
installation and general
labour support
Total *** : 82,802 90.9%
Notes:
1. Our top five subcontractors in FY2017 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong Kong.
4. Customer C and Subcontractor F refer to the same entity.
5. Customer B, Supplier D and Subcontractor D refer to the same entity.
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FY2018
Approximate  Length of
Types of % of our  business
subcontracting Subcontracting subcontracting  relationship
Subcontractor " * Background works provided to us costs costs  with us
(MOP’000)
Subcontractor A ¥ Companies within the same ~ Provision of imported 24,685 342%  Since 2007
group listed in Hong Kong  labour workforce,
engaging in, among and supply,
others, design, installation, installation, testing
repair and maintenance of ~ and commissioning
electrical, mechanical, various electrical
heat ventilation and systems
air-conditioning systems,
trading of electrical
installation products and
electrical generators, and
building construction and
foundation piling
Subcontractor B A Macau company engaging  Electrical installation 10,026 13.9%  Since 2012
in electrical installation
Subcontractor C A Macau company engaging  Electrical installation 9,586 13.3%  Since 2015
in provision of electrical
installation and general
labour support
Subcontractor D Y ¥ A Macau engineering Provision of imported 8,197 114%  Since 2014
company engaging in labour workforce
provision of
air-conditioning
engineering and related
installation
Subcontractor E A Hong Kong company and ~ Cable installation 4914 6.8%  Since 2017
an unincorporated Hong
Kong company within the
same group engaging in
cable engineering
Total ™ 7! 57408 79.6%
Notes:
1. Our top five subcontractors in FY2018 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong Kong.
4. Customer B, Supplier D and Subcontractor D refer to the same entity.

— 164 -



BUSINESS

7M2019
Approximate  Length of
Types of % of our  business
subcontracting Subcontracting subcontracting  relationship
Subcontractor " * Background works provided to us costs costs  with us
(MOP’000)
Subcontractor A 7 Companies within the same  Provision of imported 23517 37.9%  Since 2007

group listed in Hong Kong  labour workforce,
engaging in, among and supply,

others, design, installation, installation, testing
repair and maintenance of ~ and commissioning
electrical, mechanical, various electrical
heat ventilation and systems
air-conditioning systems,

trading of electrical

installation products and

electrical generators, and

building construction and

foundation piling

Subcontractor D ™% ¥

A Macau engineering Provision of imported 9,742 157%  Since 2014
company engaging in labour workforce
provision of
air-conditioning
engineering and related

installation

Subcontractor G A Macau company engaging  Electrical installation 6,982 112%  Since 2008
in provision of electrical and temporary
installation and general lighting installation

labour support
Subcontractor C A Macau company engaging  Electrical installation 5,806 94%  Since 2015

in provision of electrical
installation
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Approximate  Length of

Types of % of our  business
subcontracting Subcontracting subcontracting  relationship
Subcontractor " Background works provided to us costs costs  with us
(MOP’000)
Subcontractor H A Hong Kong company Supply and installation 5419 8.7%  Since 2015
engaging in of fire damper in
air-conditioning genset room
engineering and electrical
works
Total ™' ?: 51,466 §2.9%
Notes:
1. Our top five subcontractors in 7M2019 are all Independent Third Parties and unrelated to each other.
2. The figures and percentages above may not add up to the total due to rounding.
3. Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong Kong.
4. Customer B, Supplier D and Subcontractor D refer to the same entity.

Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong
Kong. In FY2016, FY2017, FY2018 and 7M2019, our revenue attributable to Customer A
amounted to approximately MOP63.5 million, MOP147.2 million, MOP65.7 million and
MOP38.3 million respectively, representing approximately 45.4%, 70.8%, 35.5% and 34.8% of
our total revenue respectively. For the same periods, our purchase attributable to Supplier F were
approximately MOP7.0 million, MOP7.4 million, MOPO0.7 million and MOPO0.9 million
respectively, representing approximately 18.1%, 11.8%, 1.3% and 6.5% of our total purchase
respectively. For the same periods, our subcontracting costs attributable to Subcontractor A were
approximately MOP17.2 million, MOP45.2 million, MOP24.7 million and MOP23.5 million
respectively, representing approximately 26.9%, 49.5%, 34.2% and 37.9% of our total
subcontracting costs respectively. The gross profit with Customer A was approximately MOP12.3
million, MOP29.9 million, MOP14.1 million and MOPI12.5 million for the same periods
respectively. On top of the reason of allocation of the imported labour quota to us, our Directors
consider that we had such arrangement with Customer A, Supplier F and Subcontractor A was
generally attributable to our established long-term business relationship with them.

Customer B, Supplier D and Subcontractor D refer to the same entity. In FY2016, FY2017,
FY2018 and 7M2019, our revenue attributable to Customer B amounted to approximately
MOP47.2 million, MOP38.6 million, MOP47.3 million and MOP39.0 million respectively,
representing approximately 33.8%, 18.6%, 25.5% and 35.5% of our total revenue respectively.
For the same periods, our purchase attributable to Supplier D were approximately MOP23,500,
MOP53,696, MOP3.6 million and nil respectively, representing approximately 0.1%, 0.1%, 6.8%
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and nil of our total purchase respectively. For the same periods, our subcontracting costs
attributable to Subcontractor D were approximately MOP6.9 million, MOP7.8 million, MOPS.2
million and MOP9.7 million respectively, representing approximately 10.8%, 8.5%, 11.4% and
15.7% of our total subcontracting costs respectively. The gross profit with Customer B was
approximately MOP13.8 million, MOP13.0 million, MOP18.1 million and MOP10.1 million for
the same periods respectively. On top of the reason of allocation of the imported labour quota to
us, our Directors consider that we had such arrangement with Customer B, Supplier D and
Subcontractor D was generally attributable to our established long-term business relationship
with them.

Customer C and Subcontractor F refer to the same entity. In FY2016, FY2017, FY2018 and
7M2019, our revenue attributable to Customer C amounted to approximately MOP4.9 million,
nil, MOP42.2 million and MOP13.8 million respectively, representing approximately 3.5%, nil,
22.8% and 12.6% of our total revenue respectively. For the same periods, our subcontracting
costs attributable to Subcontractor F were approximately MOP16.6 million, MOP22.3 million,
MOP3.7 million and MOP2.9 million respectively, representing approximately 26.0%, 24.5%,
5.1% and 4.6% of our total subcontracting costs respectively. The gross profit with Customer C
was approximately MOPO0.8 million, nil, MOP14.3 million and MOP3.6 million for the same
periods respectively. On top of the reason of allocation of the imported labour quota to us, our
Directors consider that we had such arrangement with Customer C and Subcontractor F was
generally attributable to our established long-term business relationship with them.

In FY2016, FY2017, FY2018 and 7M2019, our revenue attributable to Customer D
amounted to approximately MOP9.4 million, MOP5.6 million, MOP14.5 million and MOPS.6
million respectively, representing approximately 6.7%, 2.7%, 7.8% and 7.8% of our total
revenue respectively. For the same periods, Customer D had also been our subcontractor, while
our subcontracting costs attributable to Customer D were approximately MOP2.1 million,
MOP1.2 million, MOP2.7 million and MOP1.2 million respectively, representing approximately
3.3%, 1.4%, 3.7% and 1.9% of our total subcontracting costs respectively. The gross profit with
Customer D was approximately MOP3.3 million, MOP3.5 million, MOP4.3 million and MOP2.0
million for the same periods respectively. On top of the reason of allocation of the imported
labour quota to us, our Directors consider that we had such arrangement with Customer D was
generally attributable to our established long-term business relationship with them.

Since we generally have to bear responsibilities to our customers in respect of the defective
works and/or delays in works of our subcontractors, our Directors consider that a stringent
selection arrangement of our subcontractors is necessary. We maintain an internal approved list
of subcontractors, which will be subject to our regular review based on a number of factors,
including but not limited to, previous working relationship with us, business reputation, work
capacity, work quality of previous projects, terms of payment and pricing level, and record of
safety and environmental compliance.

For each subcontract, we generally invite more than one subcontractors from our internal

approved list of subcontractors for quotations and our executive Directors will choose the most
suitable subcontractor. Subcontracting cost, previous working relationship with us, work quality

- 167 -



BUSINESS

and work efficiency are the major selection criteria of our executive Directors. Further, to
minimise the concentration risk and avoid reliance on particular subcontractors, we generally try
to diversify our subcontracting engagements with our different subcontractors.

During the Track Record Period and up to the Latest Practicable Date, we did not
experience any material difficulties or delays in performing our contracts due to material
difficulties in identifying or engaging the required subcontractors. Further, our Directors
considered that we had stable relationships with our subcontractors and confirmed that we had
no material dispute with our subcontractors in respect of the subcontracts with them during the
Track Record Period.

Additional information for Subcontractor A, Subcontractor D, Subcontractor F and
Customer D

The following table sets forth the breakdown of subcontracting cost by (i) cost in engaging
imported workers; and (ii) cost in engaging for subcontracting works, of Subcontractor A,
Subcontractor D, Subcontractor F and Customer D during the Track Record Period:

Subcontractor A Subcontractor D  Subcontractor F Customer D
(MOP’000) % (MOP’000) % (MOP’000) % (MOP’000) %

FY2016
Cost in engaging imported

workers 6,818  39.6 6,883  100.0 Nil Nil 2,139 100.0
Cost in engaging for

subcontracting works 10,392 60.4 Nil Nil 16,607  100.0 Nil Nil
Subcontracting cost 17,210 100.0 6,883 100.0 16,607  100.0 2,139 100.0
FY2017
Cost in engaging imported

workers 12,873 285 7,754 100.0 Nil Nil 1,234 100.0
Cost in engaging for

subcontracting works 32,281 71.5 Nil Nil 22,295 100.0 Nil Nil
Subcontracting cost 45,154 100.0 7,754 100.0 22,295 100.0 1,234 100.0
FY2018
Cost in engaging imported

workers 12,820 519 8,197  100.0 3,466 94.6 2,665 100.0
Cost in engaging for

subcontracting works 11,865 48.1 Nil Nil 196 54 Nil Nil
Subcontracting cost 24,685  100.0 8,197 100.0 3,662 100.0 2,665 100.0
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Subcontractor A Subcontractor D  Subcontractor F Customer D
(MOP’000) % (MOP’000) % (MOP’000) % (MOP’000) %

T™M2019
Cost in engaging imported

workers 739 3.1 9,742 100.0 2,877 100.0 1,154 100.0
Cost in engaging for

subcontracting works 22,778 96.9 Nil Nil Nil Nil Nil Nil
Subcontracting cost 23,517 100.0 9,742 100.0 2,877 100.0 1,154 100.0

From the table above, all the subcontracting cost attributable to Subcontractor D and
Customer D during the Track Record Period were attributable to the cost in engaging imported
workers. We did not engage Subcontractor D and Customer D for any subcontracting works
during the Track Record Period.

The subcontracting works provided by Subcontractor F in FY2016, FY2017 and FY2018
were for Projects P1, P2 and/or P3, the customers of which were Customers Al, A2 and B,
respectively. We did not engage Subcontractor F for any subcontracting works during the Track
Record Period for any project which Customer C (i.e. the same entity as Subcontractor F) was
the customer. The following table sets forth the breakdown of the types of subcontracting works
provided by Subcontractor F during the Track Record Period:

FY2016 FY2017 FY2018 TM2019
Description Project (MOP’000) % (MOP’000) % (MOP’000) % (MOP’000) %
Supply and installation of
generator and busbar P3 1,032 6.2 2,520 113 Nil  Nil Nil  Nil
Supply and installation of cable
trunking and tray P2 1,200 7.2 9,345 419 196 100.0 Nil  Nil
Provision of fitting out and
electrical and mechanical
works P1 14375 86.6 10,430 46.8 Nil  Nil Nil  Nil
Total: 16,607 100.0 22,295 100.0 196 100.0 Nil  Nil

Our Directors confirm that the engagement of Subcontractor F were not inter-conditional
upon the award of Projects P1, P2 and/or P3 and were conducted on normal commercial terms.

The subcontracting works provided by Subcontractor A during the Track Record Period
involved four entities (all of which belong to the same group listed in Hong Kong), namely
Customer Al (“Subcontractor A1”), Customer A2 (“Subcontractor A2”), a Hong Kong
company engaging in design, installation, repair and maintenance of electrical and mechanical
systems (“Subcontractor A3”) and a Hong Kong company engaging in trading of electrical
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generators (“Subcontractor A4”). The following table sets forth the breakdown of the types of
subcontracting works provided by Subcontractors Al, A2, A3 and A4 during the Track Record
Period:

FY2016 FY2017 FY2018 TM2019
Description Project (MOP’000) % (MOP’000) % (MOP’000) % (MOP’000) %

Subcontractor Al
Dismantlement of fire damage

electrical works, painting,

cutting all necessary holes,

chases, openings and make

good P3 Nil  Nil Nil  Nil Nil  Nil 3,000 13.2
Contra-charge of fixing of

wooden ceiling for electrical

work P1 Nil  Nil 871 27 Nil  Nil Nil  Nil
Dismantlement of painting,

provision and/or cutting all

necessary holes, chases,

opening and make good after

installation of electrical

services P9 Nil  Nil Nil  Nil Nil  Nil 5,000 22.0
Dismantlement of fire damage

electrical works, painting,

cutting all necessary holes,

chases, openings and make

g00ds P11 Nil  Nil Nil  Nil Nil  Nil 3,200 14.0
Refillment of wall and slab

opening works S16 Nil  Nil Nil  Nil Nil  Nil 492 22
Subcontractor A2

Technical support and site

coordination of electrical

works for diesel fuel S1 Nil  Nil Nil  Nil Nil  Nil 500 22
Contra-charge of providing

installation of wiring

accessories and testing P2 3,142 30.2 543 1.7 Nil  Nil Nil  Nil
Provision of air-conditioning,
plumbing and drainage works P1 7,150 68.8 28,032 86.8 10,843 914 5136 224

Technical support and site
coordination of electrical

works S9 Nil  Nil Nil  Nil Nil  Nil 450 2.0
Supply and installation of
additional pool lighting P10 Nil  Nil Nil  Nil Nil  Nil 4500 19.8

- 170 -



BUSINESS

FY2016 FY2017 FY2018 TM2019
Description Project (MOP’000) % (MOP’000) % (MOP’000) % (MOP’000) %

Technical support and site
coordination of electrical
works for mechanical
ventilation and air-conditioning
system S13 Nil  Nil Nil  Nil Nil  Nil 500 2.2

Subcontractor A3
Supply, technical support and
testing and commissioning
works of extra-low voltage
system S17 100 1.0 Nil  Nil Nil  Nil Nil  Nil

Subcontractor A4
Testing and commissioning and
supply of extra-low voltage
system P2 Nil  Nil 2,835 88 1,022 86 Nil  Nil

Total: 10,392 100.0 32,281 100.0 11,865 100.0 22,778 100.0

From the table above, save for the contra-charge of fixing of wooden ceiling for electrical
work at approximately MOPO0.9 million which our Directors confirm that the same was one-off
in nature and was provided upon our request on an urgent basis, all the subcontracting works
were provided to the projects which Customer A was not the relevant customer. The
subcontracting works we engaged Subcontractor Al to provide for were more relevant to
structural works such as dismantling, cutting, fixing and making good.

For Subcontractor A2, save for the contra-charge of providing installation of wiring
accessories and testing for Project P2 and the provision of air-conditioning, plumbing and
drainage works for Project P1, all the subcontracting works were provided to the projects which
Customer A was not the relevant customer. To the best knowledge of our Directors based on the
long-establishing business relationships with Customer A2 since 2007, Customers/Subcontractors
A1l and A2, despite belong to the same listed group in Hong Kong, engage into two difference
business segments and are operated independently under different management teams. The
relevant subcontracting works we engaged Subcontractor A2 to provide for were relating to
mechanical ventilation and air-conditioning, plumbing, drainage and lighting (since our focus is
on electrical-related E&M engineering works) and miscellaneous works including technical
support and site coordination principally due to project progress management and cost
effectiveness. As confirmed by our Directors, the contra-charge arrangement of providing
installation of wiring accessories and testing was one-off in nature and was provided upon our
request on an urgent basis.
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For Subcontractors A3 and A4, the relevant subcontracting works were provided to the
projects which Customer A2 was the relevant customer. To the best knowledge of our Directors
based on the long-establishing business relationships with Customer A2 since 2007,
Subcontractors A3 and A4 belong to the Hong Kong E&M operating arm of the listed group
where they belong to, while Subcontractor A2 belongs to the Macau E&M operating arm of the
same listed group, which are supervised under different management teams. The relevant
subcontracting works we engaged Subcontractors A3 and A4 to provide for were relating to
extra-low voltage system principally due to project progress management and cost effectiveness.

Our Directors confirm that the engagement of Subcontractors Al, A2, A3 and A4 were not
inter-conditional upon the award of the projects in the table above and were conducted on
normal commercial terms.

The cost in engaging for subcontracting works attributable to Customer A increased from
approximately MOPI11.9 million in FY2018 to MOP22.8 million in 7M2019. On top of the cost
in engaging for subcontracting works attributable to Customer A2 which was about the provision
of air-conditioning, plumbing and drainage works for Project P1 at approximately MOPS.1
million in 7M2019 (which had also incurred in FY2016, FY2017 and FY2018), the substantial
increase in cost in engaging for subcontracting works was due to our engagement of Customer A
for the provision of the relevant subcontracting works at the total cost of approximately
MOP12.5 million for Projects P3, P9 and P10, which belong to the same casino and hotel
development project at Cotai, Macau. Such casino and hotel development project at Cotai,
Macau was originally scheduled by the employer to have grand opening at the first half of 2018.
Nevertheless, due to several accidents (including Typhoon Hato in 2017 and a number of fire
accidents with the latest one happened in November 2018), the grand opening was delayed to the
second half of 2019. In order to catch up the current schedule of grand opening, we engaged
Customer A to provide the relevant subcontracting works to speed-up the rectification on those
works damaged by the accidents.

Customer A, Supplier F and Subcontractor A belong to the same group listed in Hong
Kong. In FY2016, FY2017, FY2018 and 7M2019, our purchase attributable to Supplier F were
approximately MOP7.0 million, MOP7.4 million, MOPO0.7 million and MOP0.9 million
respectively, representing approximately 18.1%, 11.8%, 1.3% and 6.5% of our total purchase
respectively.

The purchases at approximately MOP7.0 million and MOP7.3 million in FY2016 and
FY2017 respectively, were from Customer A2, which were attributable to the purchase of
distribution boards and wiring accessories in Project P2 (the customer of which was also
Customer A2). Such purchase was a contra-charge arrangement with Customer A2. Project P2
was about installation and supply of electrical system, rather than installation only. Therefore,
the contract sum of Project P2 includes the purchase of materials and we are supposed to
directly order the materials from the suppliers for our installation. Nevertheless, we also asked
Customer A2 to provide us the quotation for the distribution boards and wiring accessories and
Customer A2 was given to understand that their quotation was more favourable to others.
Therefore, we procured these materials from Customer A2 and they agreed to deduct such
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purchase of materials in our subsequent progress payments by way of contra-charge
arrangement.

Customer B, Supplier D and Subcontractor D refer to the same entity. In FY2016, FY2017,
FY2018 and 7M2019, our purchase attributable to Supplier D were approximately MOP23,500,
MOP53,696, MOP3.6 million and nil respectively, representing approximately 0.1%, 0.1%, 6.8%
and nil of our total purchase respectively.

The purchase at approximately MOP3.6 million in FY2018 was attributable to the purchase
of distribution boards in Project P3 (the customer of which was also Customer B) for the
rectification work carried by us due to the flooding accident caused by Typhoon Hato in 2017 in
the relevant casino and hotel development project at Cotai, Macau. Such purchase was a
contra-charge arrangement with Customer B that Customer B arranged to purchase all the
equipment for replacement and rectification in one go including for themselves and all the
subcontractors under Customer B (including us).

Major contract terms with our subcontractors

Generally, the terms of our contracts with our customers apply to our subcontractors in so
far as they relate to the execution of the relevant subcontract works. The major contract terms
with our subcontractors include, among other things: (i) scope of subcontract works; (ii) price;
(iii) terms of payment; and (iv) defect liability period. In particular, payments will generally be
made to our subcontractors on “pay when paid” basis, in the sense that we will only make
payment to our subcontractors after we have received our progress payments from our
customers. In general, payments will be made within 14 to 21 days from the date of our receipt
of progress payments from our customers.

Imported workers

In Macau, no illegal labour shall be employed on the construction site or in connection
with the contract works. All imported workers must obtain the working permit issued by the
relevant Macau authority. The issue of working permit to an imported worker is in accordance
with the imported labour quota granted by the relevant Macau authority to the relevant
employer.

With the support of Frost & Sullivan Report, the construction business is labour intensive.
A stable and sufficient supply of skilled labour workforce is crucial for every construction
project to ensure the quality of works and services, and efficient and reliable time and site
management. There is a constant shortage of local labour with appropriate skills in Macau.
Generally, construction companies in Macau rely on, to a large extent, imported workers to carry
out construction projects in Macau. Based on the scale of the construction site, the amount of
imported labour quota is assigned to the market participants. It is a general industry practice in
Macau, especially in the major construction projects, for the main contractors to apply for
working permits for the imported workers under the imported labour quota system in Macau,
while the remaining imported labour quota able to be granted to the subcontractors is therefore
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limited (subject to the discretion of the relevant Macau authority). As such, the main contractor
(or in some cases, the first-tier subcontractor) will utilise its imported labour quota granted to it
by the relevant Macau authority with its subcontractors at all tiers.

In FY2016, FY2017 and FY2018, we did not have our own imported labour quota and had
to utilise the imported labour quota of our customers of the relevant projects. In 7M2019, we
have been granted two imported labour quota.

We have maintained our internal approved list of imported workers, with origins mainly
from the PRC, which are subject to our regular review based on a number of factors, including
but not limited to, previous working relationship with us, business reputation, work capacity,
work quality of previous projects, terms of payment and pricing level, and record of safety and
environmental compliance.

We selected and nominated suitable imported workers from our internal approved list of
imported workers to our customers and/or the main contractors for the allocation of the imported
labour quota. Upon the acceptance of our customers and/or the main contractors, they will
employ those imported workers and apply to the relevant Macau authority for working permits
for them as the imported labour, and then delegate them to work for us for the relevant projects,
while we shall bear all the relevant cost incurred such as their salaries and insurance expenses,
which is recognised as our subcontracting cost.

Therefore, during the Track Record Period, a majority of our subcontractors was also our
customers and a majority of subcontracting cost was attributable to the engagement of these
imported workers from the PRC.

Our nominated imported workers work for us on a project basis. Comparing to employment
of a team of full-time local workers, our Directors are of the view that the engagement of
imported workers on a project basis enables us to maintain flexibility. Further, since our
imported workers are mainly with origins from the PRC, comparing with the local workers in
Macau, cost in engaging our imported workers are relatively less. According to the Frost &
Sullivan Report, the average daily wage of local construction worker in Macau was from
MOP754 in 2013 to MOP986 in 2018, while the average daily wage of non-resident construction
worker in Macau was from MOP520 in 2013 to MOP622 in 2018.

Besides the aforesaid imported workers, we also arrange our Hong Kong staff, who are the
members of the relevant project team, to apply for the imported labour quota from our customers
and/or the main contractors such that they can work in the Macau construction site.

As at the Latest Practicable Date, there are three staff employed by SEM Resources in
Hong Kong have been allocated imported labour quota by the relevant customers and/or main
contractors and obtained working permits issued by the relevant Macau authority such that they
can work in the construction sites in Macau. As such, the remuneration payable to them were in
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two parts, one part was recognised as direct labour cost and the other part was recognised as
subcontracting cost (payable to the relevant customers and/or main contractors on a back-to-back
basis).

There is no guarantee that the numbers of imported labour quota requested by us will be
fully satisfied by our customers and/or the main contractors. If the imported labour quota
allocated to us is insufficient, we may need to employ appropriate number of suitable local
workers in Macau and/or engage subcontractors. In stating so, our Directors confirm that during
the Track Record Period and up to the Latest Practicable Date, we did not experience any
material difficulties or delays in performing our works due to insufficient allocation of imported
labour quota to us.

As advised by our legal advisers as to Macau law, the aforesaid arrangement with our
customers and/or the main contractors in relation to the allocation of imported labour quota does
not violate any Macau law.

As advised by our legal advisers as to Macau law, in relation to our Group’s imported
workers arrangement, our customers and/or the main contractors shall assume the role and
responsibilities as the employers of the imported workers under the Macau law, which shall
include (i) ensuring due payment of salaries to the employees; (ii) ensuring a safe, clean and
environmentally friendly working condition for the employees; (iii) contributing to the Social
Security Fund for the employees; (iv) obtaining compulsory industrial accident insurance for the
employees; (v) in the event an industrial accident occurs, notifying the Labour Affairs Bureau of
Macau within 24 hours of the accident, or the time that the employers acknowledge, and also the
insurer within the period as regulated under the insurance policy; and (vi) ensuring the
employees who work on construction sites to hold valid occupational safety cards.

Although our customers and/or the main contractors remain as the legal employers of our
imported workers, we have at all material times used our best endeavours to facilitate and
procure due compliance of the aforesaid employers’ obligations for our customers and/or the
main contractors (since in practice, all these imported workers are delegated to work for us and
under the supervision of and management by our project team), failing which there is a risk that
we may not be allocated by them any further imported labour quota which would adversely
affect our operations.

In any event, save that not being our direct staff on paper, our imported workers were
analogous with our direct staff in the terms of operation. They were “working for us”. In
FY2016, FY2017, FY2018 and 7M2019, we have engaged 67, 122, 165 and 141 imported
workers and the total cost in engaging our imported workers amounted to approximately
MOP17.6 million, MOP23.2 million, MOP27.9 million and MOPI14.9 million, representing
approximately 16.6%, 14.8%, 21.7% and 19.0% of our total cost of sales, respectively.
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MAJOR LICENCES AND QUALIFICATIONS

As advised by our legal advisers as to Macau laws, the legal requirement to register with
the DSSOPT as a registered contractor for execution of construction works (Effifi T#£) shall only
apply to the main contractors of the relevant projects. Provided that the project employer or the
main contractor has the required license to carry out the construction works, our Group is not
required to obtain such license with DSSOPT. For details, please refer to the paragraph headed
“Regulatory Overview — Macau laws and regulations — (A) Regulatory and supervisory
authority” in the prospectus.

In stating so, we applied and obtained qualification as a registered contractor for execution
of construction works (EJifi L#£) as our Directors consider that it would be in the best interest
of our Group to do so because:

— in future, we may act as a main contractor; and

- the qualification of being a registered contractor for execution of construction works
(Eifi T#2) is public information and can be inspected in the website of the DSSOPT,
and therefore could enhance our professional profile in the E&M engineering industry
in Macau.

The following table sets out the details of our major licence(s) and qualification(s) as at the
Latest Practicable Date:

Issuing
authority Qualification/licence Holder Validity period
DSSOPT Registered contractor for Ready System  Up to 31 December

execution of construction (Macau) 2019Nere)
works (E i T.F2)

Note: The application for renewal of the relevant licence or qualification up to 31 December 2020 is under
processing and the renewed licence or qualification is expected to be issued by February 2020. As advised
by our legal advisers as to Macau laws, since it is the common practice that the application for renewal
will only be made after the lapse of the relevant licence or qualification, the relevant authority will not
prosecute the holder of licence or qualification of failing to produce a valid licence or qualification during
the renewal period between the expiry of the previous licence or qualification and the issue of the renewed

licence or qualification.

With the support of the advice of our legal advisers as to Macau laws, our Directors
confirm that our Group has obtained all the major statutory licences and permits for our business
operation under the laws of Macau during the Track Record Period and up to the Latest
Practicable Date.

COMPETITION

According to the Frost & Sullivan Report, proven track record, extensive experience
combined with deep industry knowledge and expertise, sound reputation and sufficient capital
flow are the major entry barriers. For further information, please refer to the paragraph headed
“Industry Overview — Entry barriers” in the prospectus. In view of the aforesaid, our Directors
consider that our key competitors in the E&M engineering industry in Macau are those major
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E&M engineering subcontractors especially those focus on private sector projects, specialise in
electrical-related E&M engineering works, have strong financial resources and are large in size
in the industry. We consider that the competition is intense.

In view of the competition in the industry, we believe that we are well equipped to compete
with our competitors on our competitive strengths. We consider that our competitive strengths
have contributed to our success. According to the Frost & Sullivan Report, as estimated, there
are more than 200 E&M engineering contractors in Macau in 2018 and the E&M engineering
industry in Macau is highly fragmented with the top five players contributing approximately
13.3% of revenue generated by E&M engineering services in 2018 (among which we ranked
fifth and represented approximately 1.6% of the total market revenue in 2018). In stating so, we
strive to achieve sustainable growth in our business by implementing the business strategies of
(i) strengthening our financial position to undertake more sizeable E&M engineering projects;
(i1) establishing an E&M maintenance department; and (iii) strengthening our manpower. We
also believe that Listing will be a breakthrough in promoting our Group to the general public,
further enhancing our brand and continued future business development. As such, even though
the competition within the E&M engineering industry in Macau will continue to intensify in the
future, we are confident that we are able to withstand the intense competition with our
competitive strengths and business strategies. For further details of our competitive strengths
and business strategies, please refer to the paragraphs headed “Our competitive strengths” in this
section and “Future plans and use of proceeds — Business strategies” in the prospectus.

OUR EMPLOYEES

As at the Latest Practicable Date, we had 24 full-time employees who were directly
employed by us in Hong Kong and Macau. The following table sets out the number of our
full-time employees who were directly employed by us in Hong Kong and Macau by their

functional role:

Number of

employees in Number of

Hong Kong employees
Functional role (Note) in Macau Total
Tendering and project management 3 Nil 3

Engineering, construction site

supervision and safety 5 12 17
Accounting and administrative 2 2 4
Total: 10 14 24

Note: As at the Latest Practicable Date, there are three staff employed by SEM Resources in Hong Kong have
been allocated imported labour quota by the relevant customers and/or main contractors and obtained
working permits issued by the relevant Macau authority such that they can work in the construction sites
in Macau. As such, the remuneration payable to them were in two parts, one part was recognised as direct
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labour cost and the other part was recognised as subcontracting cost (payable to the relevant customers
and/or main contractors on a back-to-back basis). For details of such arrangement, please refer to the
paragraph headed “Our subcontractors — Imported workers” in this section.

Our department heads will prepare annual department headcount budgets for their
respective department. Our project teams will also prepare their respective project forecasts. All
these will be consolidated and submitted to our management for approval. If any of our
departments and/or project teams need recruitment, requisition form would be prepared stating
the reasons for requisition, key areas of responsibilities, job specifications and any extra
requirements. Our administrative secretary will approve such requisition form and then issues
recruitment advertisement.

We recruit our employees based on a number of factors such as their work experience,
educational background, qualifications or certifications possessed and vacancies. We may recruit
our employees by advertising on websites. During the Track Record Period, we did not engage
any human resources agency for recruitment purpose.

Our new employees are generally subject to a three-month probation. On-the-job training
will be provided to our new employees during the probation period by their respective
supervisors. At the end of the probation period, we will conduct performance evaluation and the
same is to be approved by our management before our new employees are appointed as our
permanent employees.

Education and training will also be provided to our existing employees on various aspects
including advanced knowledge and skills on machines operation, work safety and quality control
on a continuing basis. Our Directors consider that our training programme can increase our
overall efficiency and facilitate us to retain quality employees.

The remuneration package for our employees generally includes salary and bonuses. Our
employees also receive welfare benefits, including retirement benefits, occupational injury
insurance and other miscellaneous items. We conduct annual review of the performance of our
employees for determining the level of bonus, salary adjustment and promotion of our
employees. Our executive Directors will also conduct research on the remuneration packages
offered for similar positions in the E&M engineering industry in Macau in order to keep our
remuneration packages at a competitive level. We have also adopted the Share Option Scheme
which will become effective upon Listing. The Share Option Scheme is designed to provide
incentives and rewards to our employees.

We have not set up any trade union for our employees. We have not had any strikes or
other material labour disputes that have materially disrupted our operations, during the Track
Record Period and up to the Latest Practicable Date. Our Directors believe that we have
maintained a good working relationship with our employees.
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OUR PROPERTIES

As at the Latest Practicable Date, we own one property in Macau, the details of which are
set out below:

Address Usage Area

Alameda Dr. Carlos d’Assumpg¢io, Macau office 84.66 sq. m.
411-417, Praga Wong Chio Q19,
Em Macau (J8 K £ 4 15
411-41758 2R 19HQ %)

Our Directors confirm that no single property interest that forms part of our Group’s
non-property activities has a carrying amount of 15% or more of our total assets.

As at the Latest Practicable Date, we also lease the following properties from Independent
Third Parties for our operations:

No. Address Usage Expiry date  Rental type
1. Unit A, 7/F, Hong Kong 31 May 2021  Fixed rent
Connaught Harbourfront House, office
No. 35-36 Connaught Road West,
Hong Kong
2. Flat E, 2/F, The Hillsville, Macau staff 31 March Fixed rent
No. 167 Avenida de Kwong Tung, quarter 2020 ore)

Taipa, Macau (18 "] &k {1 J& 5
KIG B 16755 1 St 2 BEE R )

3.  Flat A, 4/F, Tower 7 and Macau staff 31 August Fixed rent
car parking space No. 075C/V, LG1, quarter and 2020
Nova City, Rua de Nam Keng, Taipa, car parking
Macau ('] ek Fa % 1 5 e #0 & space

YRV T R AR AR I Hb SR HLE 075C/V i)

4. Flat R, 3/F, Seng Hoi Hou Teng, Macau staff 24 January Fixed rent
No. 167 Rua de Paris, quarter 2021
Zona Nova de Aterros do
Porto Exterior (NAPE), Macau
(R b AR 16798
G5 RE 5 R TR 3R )
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No. Address Usage Expiry date  Rental type
5. Flat G, 33/F, Tower 3, Lot 6, Macau staff 3 June 2020 Fixed rent
One Oasis Cotal South, Coloane, Macau quarter
(TR S Tt < U6 il B 6565 3 e
W P I 33 MG )
6. Unit D, 5/F, Edificio Industrial Wan Tai, Macau 14 April Fixed rent
No. 61-71 Rua Um do Bairro da warehouse 2020 Nore)

Concérdia, Macau (I8 "] F1 4435
B—te1-7198 % % TR KESHDIE)

7. Flat A, 13/F, Tower 15, Nova City, Macau staff 14 October Fixed rent
Rua de Nam Keng, Taipa, Macau quarter 2020
(TR P O A i o 0 D
BREEHT 158 13 A TR )

8. Flat A, 35/F, Tower 15, Nova City, Macau staff 14 May 2021  Fixed rent
Rua de Nam Keng, Taipa, Macau quarter
(IR A7 Pl o B R
BT 15 R3S A A )

9. Car parking space No. 214, LG1, Macau 28 February  Fixed rent
Nova City, Rua de Nam Keng, car parking 2021
Taipa, Macau (# "] &k 11 Fg 5t i space

VB E # b JEE — 2 1458 FLA )

10. Units 314 and 318, 3/F, Armazem Nam Macau warehouse 31 May 2021  Fixed rent
Kuong, No. 100 Rua do Dr. Lourengo
Pereira Marques, Macau ({8 "] bt J5 ol 55
B L 10098 R LA A B A 33144318
JEE A7)

Note: The rental agreements will be renewed upon the expiry date of the lease period.

ENVIRONMENTAL PROTECTION

We are subject to environmental protection laws and regulations in Macau. For details of
the laws and regulations in relation to environmental protection applicable to our business,
please refer to the paragraph headed “Regulatory Overview — Macau laws and regulations — (B)
Environmental protection” in the prospectus.

We have established an environmental management system. For each project, we would
identify environmental issues and assess the associated impacts on certain aspects including but
not limited to, use of materials and resources, materials storage, waste management, water
pollution, air emission and noise, and if necessary, we will revise our environmental protection
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plan implemented. During the Track Record Period, we did not incur any material cost in
relation to compliance with applicable environmental laws and regulations.

During the Track Record Period and up to the Latest Practicable Date, we were not
prosecuted for any breach of any applicable environmental laws and regulations.

WORK SAFETY

Risks of accidents and injuries to workers in construction sites are inherent. We have
implemented occupational health and safety measures for our employees and our subcontractors’
employees. For details of our occupational health and safety measures, please refer to the
paragraph headed “Work safety — Occupational health and safety measures” in this section.

During the Track Record Period and up to the Latest Practicable Date, we did not record
any work injuries of our employees and the employees of our subcontractors in Hong Kong and
Macau.

Occupational health and safety measures

To mitigate the risks of accidents and injuries, we have established our occupational health
and safety management system to provide our employees and our subcontractors’ employees with
a safe and healthy working environment by specifying various safety measures, among others, as
follows:

Safety personnel

As at the Latest Practicable Date, we have one site supervisor who is responsible for
overseeing and implementation of our occupational health and safety management system.

System of handling work injuries

When there is any work injury, our workers shall immediately inform our site
supervisors, who will first arrange the injured worker to receive proper medical treatment.
Sick leave will also be granted according to the medical certificate received by the injured
worker (if any) after medical treatment. In the meantime, we shall report such work injury
to the site contact person of the main contractor (if such work injury happens in
construction site), and if the injured worker is our employee, report such work injury to the
Labour Affairs Bureau within the stipulated time, and also the insurer within the period as
regulated under the insurance policy.

To facilitate our safety review, we maintain an internal record of our work injuries.
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Machine maintenance

For each item of machines used in the construction site, testing is carried out before
putting into service to ensure the condition of the same meeting the safety criteria. Our site
supervisors will maintain an updated list of machines in the construction site to ensure
regular maintenance of the same is carried out. Our site supervisors are also responsible to
check that the machines are operating in accordance with the relevant method statements
and safety measures.
Safety manual

Safety manual is prepared and distributed to all our workers and subcontractors, and
shall be updated regularly. Our safety manual sets out specific safety rules in relation to
working in confined spaces, work place and housekeeping, protection against falling
objects and health and safety in office. Examples are as follows:

- Safety helmet must be worn at all times.

- Safety harness must be used when working at height.

—  Alcoholic drinking on construction site and smoking outside the designed
smoking area in working hours are prohibited.

- Scaffold working platform must be secured.

- Safety installation must not be interfered with.

—  Electrical tools must be connected to earth, except double insulation type.

—  Falling objects are strictly prohibited.

—  Be careful while at work with operating machine.

- Safety equipment must be used.

- Any unsafe condition to site management must be immediately reported.
Safety training

Each of our construction site workers including workers of our subcontractors has to
take the training course for occupational safety and health and obtain a valid occupational

safety card for the construction industry issued by the Labour Affairs Bureau before he/she
enters the construction site to work.
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We also provide training to all new staff and workers (including those of the
subcontractors), including the content of (i) safety policy; (ii) safety knowledge and site
safety practice; (iii) personal protective equipment; and (iv) action in case of emergency
and reporting of unsafe act. Workers will also receive toolbox talks conducted by our site
SUpervisors.

Evaluation and regular inspection

To ensure the abovementioned safety measures will be followed by our workers and
the workers of our subcontractors, our site supervisors will carry out regular visits and
inspections at our construction sites. In particular, our site supervisors will stop any unsafe
act and suspend any dangerous operation, and check to ensure that all plant and equipment
are safe and suitable for work. Our site supervisors will ensure the implementation of
safety management system, communication with the site supervisors of other contractors at
all tiers, development of safety training program to ensure that our workers and the workers
of our subcontractors are properly trained in order to follow our safety rules. Our project
managers will have regular safety meetings with our site supervisors to evaluate our safety
rules and policies, and if necessary, update and revise the same.

INSURANCE

Our Directors confirmed that during the Track Record Period, all our E&M engineering
works projects were covered and protected by the employees’ compensation insurance and
contractors’ all risks insurance taken out by the main contractor, for the entire construction
project. Such insurance policies covered and protected all employees of main contractors and
subcontractors of all tiers working in the relevant construction site, and works performed by
them in the relevant construction site.

We maintain public liability insurance to protect our office in Macau. We also maintain
employees’ compensation insurance for our Directors and employees working in our offices and
warehouses.

Our Directors believe that our current insurance policies provide sufficient coverage of the
risks to which we may be exposed to and are in line with the industry norm. In FY2016,
FY2017, FY2018 and 7M2019, our insurance expenses paid were approximately MOP226,000
MOP269,000, MOP263,000 and MOP294,000, respectively. During the Track Record Period and
up to the Latest Practicable Date, we had not made and did not make or had not been the subject
of any material insurance claim.

LEGAL PROCEEDINGS AND LEGAL COMPLIANCE

Our Controlling Shareholders have entered into the Deed of Indemnity whereby our
Controlling Shareholders have agreed to indemnify our Group, subject to the terms and
conditions of the Deed of Indemnity, in respect of any liabilities and penalties which may arise
as a result of any work injuries (if any), outstanding litigations (including criminal litigations)

- 183 -



BUSINESS

(if any), claims, and non-compliances of our Group on or before the date on which the Share
Offer becomes unconditional. Further details of the Deed of Indemnity are set out in the
paragraph headed “E. Other information — 1. Tax and other indemnities” in Appendix V to the
prospectus.

Legal proceedings

As at the Latest Practicable Date, our Directors confirm that no member of our Group was
engaged in any litigation, claim or arbitration of material importance, and no litigation, claim or
arbitration of material importance is known to our Directors to be pending or threatened against
any member of our Group.

Legal compliance

Our Directors confirm that we have complied with all applicable laws and regulations in all
material respects in Hong Kong and Macau during the Track Record Period and up to the Latest
Practicable Date.

INTERNAL CONTROL MEASURES

To assess and identify weakness in our internal control procedures, systems and controls,
we have engaged an independent internal control consultant (“Internal Control Consultant”) to
review the adequacy and effectiveness of our internal control procedures, systems and controls.
Through an initial review conducted in April 2019, our Internal Control Consultant identified
some weakness and deficiencies in our internal control system, such as minutes were not
prepared for the senior management meetings, code of conducts and conflict of interest policies
were not established and authorisation policy was not established, and recommended certain
measures to be implemented. Following this review, we have taken some remedial measures to
improve our internal control system.

Internal control measure to improve corporate governance
In order to continuously improve our Group’s corporate governance in the future, our
Group has adopted or will adopt the following measures recommended by the Internal Control
Consultant:
- Our Directors have attended a training session conducted by our legal advisers as to
Hong Kong law on the on-going obligations and duties of a director of a company

whose shares are listed on the Stock Exchange.

—  We have engaged Ample Capital Limited as our compliance adviser commencing on
the Listing Date to advise us on compliance matters under the Listing Rules.
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- Our Group has appointed Mr. Chan Chi Hung, as the company secretary, to handle the
secretarial matters and day-to-day compliance matters of our Group. He is also
responsible for the timing and procedures for convening annual general meetings,
including the time for sending notice of meeting and laying the respective financial
statements.

— On 22 January 2020, we established the audit committee (which comprises a
non-executive Director and two independent non-executive Directors) which will
implement formal and transparent arrangements to apply financial reporting and
internal control principles in accounting and financial matters to ensure compliance
with the Listing Rules and all relevant laws and regulations, including timely
preparation and laying of accounts. It will also periodically review our compliance
status with the Macau and Hong Kong laws after Listing. The audit committee will
exercise its oversight by:

(i) reviewing our internal control and legal compliance;

(ii) discussing the internal control systems with the management of our Group to
ensure that the management has performed its duty to have an effective internal
control system; and

(iii) considering the major investigation findings on internal control matters as
delegated by the Board.

—  Our Group will seek professional advice and assistance from independent internal
control consultants, external legal advisers and/or other appropriate independent
professional advisors with respect to matters related to our internal controls and
compliance when necessary and appropriate.

Views of our Directors

Based on the Internal Control Consultant’s review and recommendations, our Group has
duly adopted the measures and policies in order to improve our internal control systems and to
ensure our compliance with the Listing Rules and relevant Macau and Hong Kong laws.
Furthermore, after the Internal Control Consultant had performed their follow-up review from 14
May 2019 to 17 May 2019, they did not identify any further issues and made no further
recommendations in the respective areas covered in their reviews. Based on the results of the
internal control reviews, our Directors are of the view that adequate and effective internal
control procedure and policies have been put in place by our Group.

RISK MANAGEMENT

During the ordinary course of conducting our business, we are exposed to various types of
risks, including business risks, financial risks, compliance risks and operational and other risks,
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the details of which have been disclosed under the section headed “Risk Factors” in the
prospectus.

Our Board is ultimately responsible for the risk management of our Group. This is overseen
by our executive Directors and senior management members. The objective of the risk
management team is to oversee the implementation and monitoring of our internal control and
risk management.

The risk management process of our Group will involve, among others, (i) preparing a risk
management plan and a business impact analysis to identify and assess risks in order to develop
strategies to manage the identified risks; (ii) testing, evaluating and updating the risk
management plan on an annual basis for identifying new risks and monitoring the effectiveness
of the risk treatment strategies; and (iii) updating the staff handbook, internal control manual
and compliance manual when there are changes to business environment or regulatory
guidelines.

INTELLECTUAL PROPERTY RIGHTS

As at the Latest Practicable Date, we have registered one trademark in Hong Kong and one
trademark in Macau, and have registered one domain name in Hong Kong, which are being used
or intended to be used by, and are material to the business of, our Group.

As at the Latest Practicable Date, we have not received any material claim against us for
infringement of any trademark nor were we aware of any pending or threatened claims in
relation to any such infringement, nor had any material claim been made by us against third
parties in relation to the infringement of intellectual property rights owned by us or third parties.

Please refer to the paragraph headed “Statutory and General Information — B. Further
information about the business of our Group — 2. Intellectual property of our Group” in
Appendix V to the prospectus for further details of the registration of our trademarks and
domain names.
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OUR CONTROLLING SHAREHOLDERS

Immediately after the completion of the Share Offer and Capitalisation Issue (without
taking into account any Shares which may be allotted and issued pursuant to the exercise of the
Over-allotment Option or any options which may be granted under the Share Option Scheme),
our Company will be owned as to 75% by SEM Enterprises, which in turn is held as to 74.08%
by Mr. MK Wan, 23.04% by Mr. CW Wun and 2.88% by Mr. Yu. For the purposes of the Listing
Rules, SEM Enterprises, Mr. MK Wan, Mr. CW Wun and Mr. Yu will be regarded as a group of
our Controlling Shareholders.

DELINEATION OF BUSINESSES

Our Group is an E&M engineering works contractor in Macau with our focus on providing
electrical-related E&M engineering works.

Our Controlling Shareholders, either individually or jointly, have interests in other
businesses, which include but not limited to (i) investment holding; (ii) trading; (iii) property
development; and (iv) building management consultancy. Besides these businesses, our
Controlling Shareholders also, either individually or jointly, have interests in businesses of
construction and E&M engineering (other than our Group) through REM Group (Holdings),
Ready System Engineering, SZ Jianda and SZ Jianda Construction.

REM Group (Holdings) engages in the manufacturing and sales of low-voltage electrical
power distribution and control devices. Although REM Group (Holdings) had business in Macau
during the Track Record Period, our Directors consider that there is clear delineation between its
business and our Group’s business because we do not engage in any product design and
production process and REM Group (Holdings) does not act as an E&M engineering contractor.

Ready System Engineering is a contractor for mechanical and electrical engineering work
and installation work in Hong Kong and provides administrative services for Ready Engineering
and its subsidiaries. Immediately prior to the disposal on 14 February 2017, Ready System
Engineering was legally held by Ready Engineering and Mr. MK Wan (as trustee for Ready
Engineering) as to 4,099,999 shares and one share, respectively. As such, Ready Engineering
was the then beneficial owner of the entire issued share capital of Ready System Engineering.
On 14 February 2017, Ready Engineering transferred its beneficial interest in 3,895,000 shares
and 205,000 shares in Ready System Engineering (representing 95% and 5% of the issued share
capital of Ready System Engineering, respectively) to an Independent Third Party, and Mr. MK
Wan, respectively, at a consideration of HK$40,300,000 and HK$205,000, respectively.
Immediately after the disposal on 14 February 2017, Ready System Engineering was owned by
the Independent Third Party and Mr. MK Wan as to 95% and 5%, respectively. After the
disposal, Ready Engineering ceased to hold any interest in Ready System Engineering.

Further, both Mr. MK Wan and Mr. CW Wun ceased to be directors of Ready System
Engineering upon the disposal of Ready System Engineering on 14 February 2017.
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As such, our Controlling Shareholders have ceased to be the directors and substantial
shareholders of Ready System Engineering since 14 February 2017. In any event, Ready System
Engineering operates and conducts its business in Hong Kong and does not have any business
operation in Macau.

SZ Jianda engages in trading of mechanical and electrical machineries and equipment,
building materials, metal hardware and related technical development and consultancy services
in the PRC. SZ Jianda is owned as to 95% (indirectly) by our Controlling Shareholders and as to
5% by an Independent Third Party. None of our Controlling Shareholders is a director or the
legal representative of SZ Jianda. Our Directors consider that there is clear delineation between
its business and our Group’s business because our principal business is not about trading of
materials and equipment and SZ Jianda does not have any business operation in Macau nor does
it act as an E&M engineering contractor.

The article of SZ Jianda Construction states that its business scope includes providing
building construction, fire fighting facilities, building decoration works, mechanical and
electrical equipment installation, engineering contracting, construction, mechanical and electrical
technical advisory services in the PRC. SZ Jianda Construction is owned as to 75% (indirectly)
by our Controlling Shareholders and as to 25% by two Independent Third Parties.

None of our Controlling Shareholders is a director or the legal representative of SZ Jianda
Construction. During the Track Record Period, SZ Jianda Construction principally engaged in
building construction as a main contractor in the PRC and did not engage in any E&M
engineering subcontracting works. It also did not have any business operation in Macau. Our
Directors consider that there is clear delineation between its business and our Group’s business
because our principal business is not about building construction.

In view of the aforesaid, none of our Controlling Shareholders is interested in any business
which competes, either directly or indirectly, with our business and would require disclosure
under Rule 8.10 of the Listing Rules. Each of our Controlling Shareholders has entered into the
Deed of Non-competition in favour of our Company (for ourselves and as trustee for our
subsidiaries) to the effect that each of them will not, and will procure each of their respective
close associates not to, directly or indirectly participate in, or hold any right or interest, or
otherwise be involved in any business which may be in competition with our businesses. For
details of the non-competition undertakings given by each of our Controlling Shareholders,
please refer to the paragraph headed “Non-competition undertakings from our Controlling
Shareholders” in this section.

UNDERTAKINGS BY OUR CONTROLLING SHAREHOLDERS

Each of our Controlling Shareholders has given undertakings in respect of his/its Shares to
our Company, the Sponsor, the Joint Global Coordinators and the other Underwriters in addition
to the requirements of Rule 10.07 of the Listing Rules. For further details, please refer to the
paragraph headed “Underwriting — Undertakings by our Controlling Shareholders” in the
prospectus.
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NON-COMPETITION UNDERTAKINGS FROM OUR CONTROLLING SHAREHOLDERS

Our Controlling Shareholders have entered into the Deed of Non-competition in favour of

our Company, under which each of our Controlling Shareholders has irrevocably and

unconditionally, jointly and severally, undertakes to and covenants with our Company (for

ourselves and as trustee for each of our subsidiaries) that:

(a)

(b)

(©)

(d)

he/it shall not, and shall procure each of his/its close associates (which for the purpose
of the Deed of Non-competition, shall not include any member of our Group) not to,
whether on his/ its own account or in conjunction with or on behalf of any person,
firm or company, whether directly or indirectly and whether for profit or otherwise,
carry on a business which is, or be interested or involved or engaged in or acquire or
hold any rights or interest or otherwise involved in (in each case whether as a
shareholder, partner, principal, agent or otherwise and whether for profit, reward or
otherwise) any business which competes or is likely to compete, whether directly or
indirectly, with the Restricted Business;

if he/it or his/its close associates (which for the purpose of the Deed of
Non-competition, shall not include any member of our Group) is offered or becomes
aware of any project or new business opportunity that relates to the Restricted
Business in Hong Kong, Macau and the PRC, whether directly or indirectly, he/it shall
give our Company a first right of refusal to participate or engage in such new business
opportunity by: (i) promptly within seven business days notify our Company in
writing of such opportunity and provide such information as is reasonably required by
our Company in order to enable our Company to come to an informed assessment of
such new business opportunity; and (ii) use his/its best endeavours to procure that
such new business opportunity is offered to our Company on terms no less favourable
than the terms on which such new business opportunity is offered to him/it and/or
his/its close associates;

he/it shall provide our Company and our Directors from time to time (including the
independent non-executive Directors) with all information necessary for the annual
review by our independent non-executive Directors with regard to compliance of the
terms of the Deed of Non-competition and the enforcement of the non-competition
undertakings therein and shall make an annual declaration on compliance with the
undertakings contained therein in the annual reports of our Company;

he/it shall allow our Directors, their respective representatives and the auditors to
have sufficient access to his/its records and the records of his/its close associates to
ensure their compliance with the terms and conditions of the Deed of
Non-competition; and
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(e)

during the continuance of the Deed of Non-competition:

(i) he/it shall not solicit any existing or then existing employee of our Group for
employment by him/it or his/its close associates (excluding any member of our
Group); and

(i) he/it shall not without the consent from our Company, make use of any
information pertaining to the business of our Group which may have come to
his/its knowledge in his/its capacity as a Controlling Shareholder or Director for
any purposes not related to the business of our Group.

The restrictions which each of our Controlling Shareholders has agreed to undertake

pursuant to the non-competition undertaking will not apply to the following:

(a)

(b)

(c)

(d)

the holding of shares or other securities issued by our Company or any member of our
Group from time to time;

the holding of shares or other securities in any company which has an involvement in
the Restricted Business, provided that such shares or securities are listed on the Stock
Exchange or any other recognised stock exchange approved by the board of Directors
from time to time and the aggregate interest of our Controlling Shareholders and their
respective close associates (as “interest” is construed in accordance with the
provisions contained in Part XV of the SFO) do not amount to more than 5% of the
relevant share capital of the company in question and our Controlling Shareholders
and their respective close associates do not otherwise control the majority of the board
of directors of that company;

the contracts and other agreements (including any business carried on and service
provided pursuant thereto and the transactions contemplated thereunder) entered into
between any member of our Group and any Controlling Shareholders and/or his/its
respective close associates; and

the involvement or participation of any Controlling Shareholder or his/its close
associates in a Restricted Business in Hong Kong, Macau and the PRC or other
jurisdiction in which any member of our Group carries on business from time to time
in relation to which our Company has agreed in writing to such involvement or
participation, following a decision by our independent non-executive Directors to
allow such involvement or participation subject to any conditions our independent
non-executive Directors may require to be imposed.
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The non-competition undertaking will take effect from the date on which dealings in the

Shares first commence on Main Board and will cease to have any effect upon the earlier of:

(a)

(b)

the day on which (i) such Controlling Shareholders and/or their close associates,
individually or taken as a whole, cease to own, in aggregate, 30% or more of the then
issued Shares directly or indirectly or cease to be deemed as controlling shareholder
(as defined under the Listing Rules from time to time) of our Company and does not
have power to control the Board or there is at least one other independent Shareholder
other than our Controlling Shareholders and their close associates holding more Shares
than our Controlling Shareholders and their close associates taken together; and (ii)
Mr. MK Wan, Mr. CW Wun and Mr. Yu cease to be our Directors; or

the day on which the Shares cease to be listed on Main Board or other recognised
stock exchange.

CORPORATE GOVERNANCE MEASURES TO SAFEGUARD THE INTEREST OF
MINORITY SHAREHOLDERS

To further protect the interests of the minority Shareholders, our Company will adopt the

following corporate governance measures to manage any potential conflicts of interest:

(1)

(2)

(3)

(4)

(5)

the Articles provide that a Director shall absent himself/herself from participating in
Board meetings (nor shall he/she be counted in the quorum) and voting on any
resolution of the Board approving any contract or arrangement or other proposal in
which he/she or any of his/her close associates is materially interested unless a
majority of the independent non-executive Directors expressly requested him/her to
attend. The attendance of that Director shall not be counted towards a quorum at the
meeting and such Director shall not vote on the relevant resolution;

the independent non-executive Directors will review on a quarterly basis the
compliance with the respective non-competition undertaking by the Controlling
Shareholders;

our Controlling Shareholders undertake to provide all information requested by our
Company which 1is necessary for the quarterly review by the independent
non-executive Directors and the enforcement of the respective non-competition
undertaking;

our Company will disclose decisions with basis on matters reviewed by the
independent non-executive Directors relating to compliance and enforcement of the
respective non-competition undertaking of the Controlling Shareholders in the annual
reports of our Company;

our Controlling Shareholders will make an annual declaration on compliance with
their respective non-competition undertaking in the annual reports of our Company;
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(6) the independent non-executive Directors will be responsible for deciding whether or
not to allow our Controlling Shareholders and/or their respective close associates to be
involved or participate in a Restricted Business in Hong Kong or other jurisdiction in
which any member of our Group carries on business from time to time, and if so, any
condition to be imposed;

(7) the independent non-executive Directors may appoint independent financial adviser
and other professional advisers as they consider appropriate to advise them on any
matter relating to the non-competition undertakings or connected transaction(s) at the
cost of our Company; and

(8) our Company has appointed Ample Capital Limited as our compliance adviser which
shall provide our Company with professional advice and guidance in respect of
compliance with the Listing Rules and applicable laws including various requirements
relating to directors’ duties and corporate governance.

Further, any transaction that is proposed between our Group and our Controlling
Shareholders and their respective associates will be required to comply with the requirements of
the Listing Rules, including, where appropriate, the reporting, annual review, announcement and
independent shareholders’ approval requirements.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Our Directors are satisfied that our Group can function, operate and carry on our business
independently from our Controlling Shareholders based on the following reasons:

No competition and clear delineation of business

Our Directors, including our independent non-executive Directors, are of the view that
to the best of their knowledge, belief and information, none of our Controlling
Shareholders, our Directors and none of their respective close associates have interests in
businesses which compete, or are likely to compete, either directly or indirectly, with our
business.

Management independence

Although our Controlling Shareholders will retain controlling interests in our
Company upon completion of the Share Offer and Capitalisation Issue, the day-to-day
management and operation of the business of our Group will be the responsibility of all our
executive Directors and senior management of our Company. Our Board has eight Directors
comprising three executive Directors, two non-executive Directors and three independent
non-executive Directors. Our Board and senior management operate as a matter of fact
independently of our Controlling Shareholders and they are in a position to fully discharge
their duties to the Shareholders as a whole after the Listing without reference to our
Controlling Shareholders.
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Each of our Directors is aware of his or her fiduciary duties as a Director which
require, among other things, that he/she acts for the benefit of and in the best interests of
our Company and does not allow any conflict between his or her duties as a Director and
his or her personal interests. In the event that there is a potential conflict of interest arising
out of any transaction to be entered into between our Group and our Directors or their
respective associates, the interested Director(s) will abstain from voting at the relevant
board meetings of our Company in respect of such transactions and will not be counted in
the quorum. In addition, our Company has an independent senior management team to carry
out the business decisions of our Group independently.

Having considered the above factors, our Directors are satisfied that they are able to
perform their roles in our Company independently, and our Directors are of the view that
our Company is capable of managing our Group’s business independently from our
Controlling Shareholders.

Operational independence

Our Group has established our own organisational structure made up of individual
departments, each with specific areas of responsibilities. We have sufficient operational
resources, such as office premises, project execution and general administration resources
to operate our business independently. We also have independent access to our suppliers
and customers. Our Group has also established independent accounting and financial
reporting systems and a set of internal control procedures to facilitate the effective
operations of our business.

Although our Group purchased electrical equipment, materials and parts from Ready
Electrical Metal and Shun Tat M&E Equipment during the Track Record Period, these
transactions are entered into in the ordinary and usual course of business of our Group and
have been based on arm’s length negotiations and on normal terms which are fair and
reasonable and in the interest of our Group and our Shareholders as a whole, and our
Directors confirm that such connected transactions will not continue after the Listing, our
Group currently does not have any intention to enter into transactions with our Controlling
Shareholders and their close associates and, if such event happens in future, the connected
transactions/continuing connected transactions will be conducted in compliance with the
Listing Rules.

Financial independence

We have our own accounting and finance department and independent financial system
and make financial decisions according to our own business needs. We also have
independent access to third party financing.

In view of our Group’s internal resources and the estimated net proceeds from the

Share Offer, our Directors believe that our Group will have sufficient capital for our
financial needs without dependence on our Controlling Shareholders. Our Directors further
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believe that, upon the Listing, our Group is capable of obtaining financing from external
sources independently without the support of our Controlling Shareholders. Therefore, our
Group will be financially independent from our Controlling Shareholders and/or any of
their respective associates.
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BOARD OF DIRECTORS

Our Board consists of eight Directors, including three executive Directors, two
non-executive Directors and three independent non-executive Directors. The table below sets
forth information regarding our Board:

Relationship
with other
Directors,
members of
our senior
Date of management and
Responsibilities Date of joining  appointment as  substantial
Name Age Position in our Group our Group Director shareholders
Mr. Woo 49 Executive Overseeing our projects  Around 29 March 2016~ N/A
Chu Fai Director and management, execution  April 2007
(HHEH) chief executive  of daily management
officer and operation, and
regulatory compliance
Mr. Wun 50 Executive Providing strategic 6 November 2015 6 November 2015  Younger brother
Chi Wai Director advice to our Group’s of Mr. MK Wan
FERE) business development and cousin of
Mrs. Kan
Mr. Yu 50 Executive Overseeing our projects ~ Around 1 August 2018 N/A
Chi Kwan Director management, execution  April 2013
() of daily management
and operation
Mr. Wan 58 Non-executive Overall strategic 15 May 2006 6 November 2015 Elder brother of
Man Keung Director, planning and Mr. CW Wun
(FRE) Chairman and management of our and cousin of
member of the  Group’s business Mrs. Kan
nomination development
committee
Mrs. Kan Wan 62 Non-executive  Providing strategic 29 March 2016~ 29 March 2016 Cousin of Mr.
Wai Yee Director and advice to our Group’s MK Wan and
Mavis member of the internal control and Mr. CW Wun
(FFHE) audit committee  corporate governance
and
remuneration
committee
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Name

Mr. Lau Ping
Cheung
Kaizer

(FINE)

Dr. Sham
Chung Ping
Alain, BBS

(L)

Mr. May
Tai Keung
Nicholas
(HKH)

Age Position

68  Independent
non-executive
Director,
Chairman of
the nomination
committee and
member of the
remuneration
committee

65  Independent
non-executive
Director,
Chairman of
the
remuneration
committee and
member of the
audit committee

58 Independent
non-executive
Director,
Chairman of
the audit
committee and
member of the
nomination

committee

Date of
appointment as
Director

Responsibilities Date of joining

in our Group our Group

Providing independent 22 January 2020 22 January 2020
judgement to bear on

issues of strategy,

policy, performance,

accountability,

resources and standard

of conduct

Providing independent 22 January 2020 22 January 2020
judgement to bear on

issues of strategy,

policy, performance,

accountability,

resources and standard

of conduct

Providing independent 22 January 2020 22 January 2020
judgement to bear on

issues of strategy,

policy, performance,

accountability,

resources and standard

of conduct
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Executive Directors

Mr. Woo Chu Fai (i 4 #i), aged 49, is our executive Director, chief executive officer and
senior project manager. He was appointed as our executive Director on 29 March 2016 and our
chief executive officer on 1 August 2018. He is a director of SEM Resources. He is currently
responsible for overseeing our projects management, execution of daily management and
operation, and regulatory compliance.

Mr. Woo has more than 24 years of experience in the E&M engineering industry. He joined
Ready System Engineering on 22 February 1995 as an engineer. Mr. Woo started to work for our
Group in around April 2007 and has served as our senior project manager since 1 March 2016.
He was awarded higher diploma in management of building services engineering from
Vocational Training Council in Hong Kong in July 2003. He obtained a bachelor degree of
engineering in building services engineering from the University of Central Lancashire, through
distance learning, in December 2007. He currently holds the certificate of registration of
electrical worker issued by the Electrical and Mechanical Services Department in Hong Kong
and is a Grade C electrical worker.

He was a director of the following company incorporated in Hong Kong, which was
dissolved, with details as follows:

Place of Nature of
Name of company incorporation  Date of dissolution proceeding
(Note 1)
Markful Engineering Limited Hong Kong 25 November 2016 Deregistration

&7 TREABRAF

Note 1: Under section 750 of the Companies Ordinance, an application for deregistration can only be made if:
(a) all members of the company agree to such deregistration; (b) the company has not commenced
operation or business, or has not been in operation or carried on business during the three months
immediately before the application; (c) such company has no outstanding liabilities; (d) such company
is not a party to any legal proceedings; (e) such company’s asset do not consist of any immovable
property situated in Hong Kong; and (f) if such company is a holding company, none of its subsidiary’s
assets consist of any immovable property situated in Hong Kong.

Mr. Woo confirmed that there have been no claims against him in relation to the
abovementioned company that has been deregistered or struck off, and the abovementioned
company was solvent and had no outstanding liabilities before or at the time of being
deregistered, and that the abovementioned company has not been involved in any material
non-compliant incidents, claims, litigation or legal proceedings.

In July 2018, Mr. Woo received a reprimand from the Director of Electrical and Mechanical
Services under section 36(1)(b)(i) of the Electricity Ordinance (Chapter 406 of the Laws of
Hong Kong), being a registered electrical worker responsible for the electrical work in a parking
lot in Hong Kong in July 2016, for his failure to install equipotential bonding for a cable
junction box due to his inadvertent oversight and hence failed to ensure that a fixed electrical
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installation was designed, constructed, installed and protected so as to prevent danger, pursuant
to regulation 4(2) of the Electricity (Wiring) Regulation (Chapter 406E of the Laws of Hong
Kong). Mr. Woo confirmed that (i) there has not been any fine imposed by the relevant
authority; and (ii) his licence of registered electrical worker (Grade C) has not been revoked nor
subject to any special condition, and is still valid up to the Latest Practicable Date.

Views of our Directors and the Sponsor
In respect of the aforesaid incident of Mr. Woo, it is noted that:

- the aforesaid incident of Mr. Woo is an isolated incident and there has been no
occurrence of any similar incident of Mr. Woo during the Track Record Period and up
to the Latest Practicable Date;

- there has not been any fine imposed by the relevant authority on Mr. Woo.
Nevertheless, even if a fine had been imposed against Mr. Woo under section
36(1)(b)(ii) of the Electricity Ordinance (Chapter 406 of the Laws of Hong Kong), the
fine for a worker was up to HK$1,000;

- Mr. Woo’s licence of registered electrical worker (Grade C) has not been revoked nor
subject to any special condition, and is still valid up to the Latest Practicable Date. In
particular, upon the expiry of Mr. Woo’s then relevant licence in May 2017 (i.e. after
the aforesaid incident in July 2016), it was renewed by the relevant authority for
another three years up to May 2020; and

- there was no indication of dishonesty or willful act committed on the part of Mr. Woo
in relation to the aforesaid incident.

Based on the above, our Directors, as concurred by the Sponsor, consider that the
abovementioned incident is immaterial and would not affect the suitability of Mr. Woo to be our
executive Director 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.

Mr. Wun Chi Wai (F#&f#), aged 50, joined Ready System Engineering as a contracts
manager on 1 May 1993. Mr. CW Wun joined our Group as a shareholder of Ready Engineering
upon the incorporation of Ready System (Macau) on 15 May 2006. He is one of our Controlling
Shareholders and our executive Director. He is also a director of each of the members of our
Group except for Ready System (Macau). He was appointed as our Director on 6 November
2015 and was re-designated as our non-executive Director on 29 March 2016. On 1 August 2018,
he was re-designated as our executive Director. He is currently responsible for providing
strategic advice to our Group’s business development.

Mr. CW Wun was awarded the higher certificate in building studies by Hong Kong

Polytechnic (currently known as The Hong Kong Polytechnic University) in November 1991. He
obtained a master degree of business administration from Asia International Open University
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(Macau) (currently known as City University of Macau) in January 1999. He is the younger
brother of Mr. MK Wan and the cousin of Mrs. Kan. He has more than 25 years of experience in
the E&M engineering industry.

He was a director of each of the following companies incorporated in Hong Kong, which
were dissolved, with details as follows:

Place of Nature of
Name of company incorporation  Date of dissolution proceeding
(Notes 1 & 2)

Ready (China) Limited Hong Kong 17 September 2004  Deregistration
EIECPE) AR

Ready China Development Hong Kong 9 January 2009 Deregistration
Limited

i B R AR A

Ready Building Services Hong Kong 14 January 2011 Deregistration
Engineering Limited
R TR
AR T

Caring Centre Foundation Hong Kong 31 May 2013 Striking off
Limited
HOgENREES
A FRZ ]

Notes:

1. Under 291AA of the Predecessor Companies Ordinance, an application for deregistration can only be made
if (a) all member of such company agree to such deregistration; (b) such company has never commenced
business or operation, or has ceased to carry on business or ceased operation for more than three months
immediately before the application; and (c) such company has no outstanding liabilities.

2. Under section 291 of the Predecessor Companies Ordinance, the Registrar of Companies may strike off the
name of a company from the register of companies where the Registrar of Companies has reasonable cause

to believe that a company is not carrying on business or in operations.

Mr. CW Wun confirmed that there have been no claims against him in relation to the
abovementioned companies that have been deregistered or struck off, and each of the
abovementioned companies was solvent and had no outstanding liabilities before or at the time
of being deregistered, and that the abovementioned companies have not been involved in any
material non-compliant incidents, claims, litigation or legal proceedings.
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Mr. CW Wun was a legal representative of each of the following branches in the PRC
which were cancelled, with details as follows:

Nature of
business
Place of Date of Nature of before

Name establishment cancellation proceeding cancellation

TRII T i e 5 TR PRC 19 December Cancellation  Providing
A B B M 438 A 2018 business
Shenzhen Jianda services
Construction Company
Limited (Guangzhou
Branch)*

YT s TR PRC 17 December Cancellation  Architectural
AR EHRSE S8 2018 decoration
Shenzhen Jianda and other
Construction Company construction
Limited (Dongguan works
Branch)*

* For identification purpose only

Mr. CW Wun confirmed that (i) for each of the above branches, the cancellation was made
voluntarily by way of submitting an application to the relevant authority in the PRC because the
branches had ceased to carry on business or operation; (ii) there have been no claims against
him in relation to the abovementioned branches that have been cancelled; (iii) the
abovementioned branches were solvent and had no outstanding liability before or at the time of
being cancelled; and (iv) the abovementioned branches have not been involved in any material
non-compliant incidents, claims, litigation or legal proceedings.

Mr. Yu Chi Kwan (f1& %), aged 50, joined Ready System Engineering on 1 April 1994 as
an engineer. Mr. Yu joined our Group as a shareholder of Ready Engineering on 28 December
2010 and started to work for our Group in around April 2013. He was appointed as our senior
project manager on 16 April 2016 and our executive Director on 1 August 2018 and is one of
our Controlling Shareholders. Mr. Yu is currently responsible for overseeing our projects
management, execution of daily management and operation.

Mr. Yu completed a three-year part-time evening technician programme at Morrison Hill
Technical Institute (currently known as the Hong Kong Institute of Vocational Education
(Morrison Hill)) in Hong Kong and was awarded a certificate in electrical engineering in
September 1992. Mr. Yu has more than 25 years in the E&M engineering industry. He currently
holds the certificate of registration of electrical worker issued by the Electrical and Mechanical
Services Department in Hong Kong and is a Grade B electrical worker.
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Non-executive Directors

Mr. Wan Man Keung (7R 3), aged 58, founded our Group (through Ready Engineering)
on 15 May 2006. He is one of our Controlling Shareholders, our Chairman and non-executive
Director, and member of our nomination committee. He was appointed as our Director on 6
November 2015 and was re-designated as our executive Director on 29 March 2016. On 1
August 2018, he was re-designated as non-executive Director. He is also a director/administrator
of each of the members of our Group. He is currently responsible for the overall strategic
planning and management of our Group’s business development.

Mr. MK Wan currently holds the certificate of registration of electrical worker issued by
the Electrical and Mechanical Services Department in Hong Kong and is a Grade B electrical
worker. He has more than 27 years of experience in the E&M engineering industry. Prior to
founding our Group, Mr. MK Wan, together with other business partners, through Ready
Engineering, established, among others, Ready System Engineering providing various E&M
engineering services in Hong Kong and the PRC. For details, please refer to the section headed
“Relationship with our Controlling Shareholders” in the prospectus. Mr. MK Wan is currently an
executive director of REM Group (Holdings) Limited (stock code: 1750), the issued shares of
which are listed on the Stock Exchange.

Mr. MK Wan completed form three education in 1978. He was awarded a craft certificate in
electrical fittings and installations by the Morrison Hill Technical Institute (currently known as
the Hong Kong Institute of Vocational Education (Morrison Hill)) in Hong Kong in July 1981.
He is the elder brother of Mr. CW Wun and a cousin of Mrs. Kan.

He was a director of each of the following companies incorporated in Hong Kong, which
were dissolved, with details as follows:

Place of Nature of
Name of company incorporation  Date of dissolution proceeding
(Notes 1 & 2)

Yearwick Engineering Limited Hong Kong 16 May 2003 Striking off
fi )] TREA FRA

Universal Fortune Enterprise Hong Kong 16 April 2004 Deregistration
Limited
B A R AT

Ready (China) Limited Hong Kong 17 September 2004  Deregistration
I () A R

Citiwell Engineering Limited Hong Kong 29 June 2007 Striking off
A T AEA BR 2 7
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Place of Nature of
Name of company incorporation  Date of dissolution proceeding
(Notes 1 & 2)

Ready China Development Hong Kong 9 January 2009 Deregistration
Limited

i B R A R A

China Head Development Hong Kong 14 January 2011 Deregistration
Limited

R RAR AT

Ready Building Services Hong Kong 14 January 2011 Deregistration
Engineering Limited

S B TR TARA R

Notes:

1. Under section 291AA of the Predecessor Companies Ordinance, an application for deregistration can only
be made if (a) all member of such company agree to such deregistration; (b) such company has never
commenced business or operation, or has ceased to carry on business or ceased operation for more than
three months immediately before the application; and (c) such company has no outstanding liabilities.

2. Under section 291 of the Predecessor Companies Ordinance, the Registrar of Companies may strike off the

name of a company from the register of companies where the Registrar of Companies has reasonable cause
to believe that a company is not carrying on business or in operations.

Mr. MK Wan confirmed that (i) there have been no claims against him in relation to the
abovementioned companies that have been deregistered or struck off; (ii) each of the
abovementioned companies was solvent and had no outstanding liabilities before or at the time
of being deregistered or struck off; and (iii) the abovementioned companies have not been
involved in any material non-compliant incidents, claims, litigation or legal proceedings.

Mr. MK Wan was a legal representative of the following branch in the PRC, which was
cancelled, with details as follows:

Place of Date of Nature of Nature of business before
Name establishment cancellation proceeding cancellation
HYIT R R TR PRC 18 February ~ Cancellation  Providing building construction,
A PR R 3R 53\ W) 2009 fire-fighting facilities,
Shenzhen Jianda building decorations works,
Construction Company mechanical and electrical
Limited (Zhuhai equipment installation,
Branch)* engineering contracting,

construction, mechanical and
electrical technical advisory
services

* For identification purpose only
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Mr. MK Wan confirmed that (i) the cancellation was made voluntarily by way of submitting
an application to the relevant authority in the PRC because the branch had ceased to carry on
business or operation; (ii) there have been no claims against him in relation to the
abovementioned branch that has been cancelled; (iii) the abovementioned branch was solvent
and had no outstanding liability before or at the time of being cancelled; and, (iv) the
abovementioned branch has not been involved in any material non-compliant incidents, claims,
litigation or legal proceedings.

Directorship in Tianjin Hua Yuan
Background and non-compliance of Tianjin Hua Yuan

Tianjin Hua Yuan Mechanical and Electrical Equipment Installation Limited* (7K i3 3 i i
B LA/ ) (“Tianjin Hua Yuan”) was established in the PRC as a sino-foreign
equity joint ventures (HFAMA E R E ) on 28 June 1995. It was owned by two joint venture
partners as to 30% from the PRC side and as to 70% from Hong Kong side. Mr. MK Wan was
the legal representative and the chairman of the board of Tianjin Hua Yuan. Due to its failure to
carry out annual inspection (%£4#), on 16 September 2004, the business licence ({3575 N 3£
f#) of Tianjin Hua Yuan was revoked by Administration for Industry and Commerce of Tianjin
City (K LR1TEE # ) as administrative penalty.

To the best knowledge of Mr. MK Wan, Tianjin Hua Yuan had no longer carried out active
business immediately before 2004. Since the joint venture partner of the PRC side was relatively
more familiar with the administrative and filing requirements under the PRC laws as compared
with the joint venture partner of Hong Kong side, it was more convenient for the joint venture
partner of the PRC side to handle the regulatory filing of Tianjin Hua Yuan. When the time for
Tianjin Hua Yuan to carry out annual inspection came, Mr. MK Wan did not have in his
possession the documents and records required for carrying out the annual inspection, and he
also lacked timely and professional advice on this aspect of the PRC laws. As a result. Tianjin
Hua Yuan did not carry out annual inspection.

As advised by our PRC Legal Advisers, under the PRC Company Law (A H]#%) and
Registration Management Regulations on Legal Representative of Enterprise Entity ({225 Nk
ERFNEFE A ), for any person (i) being the legal representative of a PRC company of
which the business licence has been revoked due to violation of laws or regulations, and (ii)
bearing personal responsibility for such violation of laws or regulations, he/she is prohibited
from acting as legal representative, director, supervisor or member of senior management in
other PRC companies within three years upon the revocation of business licence. Therefore, Mr.
MK Wan was prohibited from acting as legal representative, director, supervisor or member of
senior management in other PRC companies for the period from 16 September 2004 to 15
September 2007.

As advised by our PRC Legal Advisers, the aforesaid prohibition on Mr. MK Wan to act as

the legal representative, director or member of senior management of the PRC companies was no
longer in force as at the Latest Practicable Date. Therefore, our PRC Legal Advisers are of the
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view that there is no evidence suggesting Mr. MK Wan is not capable of acting as director, legal
representative or member of the senior management in the PRC companies.

Mrs. Kan Wan Wai Yee Mavis (fij 7 & 5), aged 62, is our non-executive Director and
member of our audit committee and remuneration committee. She was appointed as our
non-executive Director on 29 March 2016. She is currently responsible for providing strategic
advice to our Group’s internal control and corporate governance. Mrs. Kan is currently a
certified public accountant (practising) of the Hong Kong Institute of Certified Public
Accountants, a certified tax adviser of The Taxation Institute of Hong Kong and a fellow of the
Association of Chartered Certified Accountants.

Between June 1977 and December 1980, Mrs. Kan worked for The Hongkong and Shanghai
Banking Corporation (currently known as The Hongkong and Shanghai Banking Corporation
Limited). She was employed by John B.P. Byrne & Co. between December 1980 and April 1985
with her last position as tax senior. She was a founding partner of a local firm of certified public
accountants from April 1997 to October 2010. She later founded KAN-WAN Certified Tax
Advisors, a tax consultancy firm, in December 2010 and BOYA CPA & Co., a certified public
accountant (practising) firm, in October 2012.

Mrs. Kan is currently a non-executive director of REM Group (Holdings) Limited (stock
code: 1750), the issue shares of which are listed on the Stock Exchange. She completed the
programme of diploma in management studies organised jointly by the Hong Kong Management
Association and Hong Kong Polytechnic (currently known as The Hong Kong Polytechnic
University) in June 1988. Mrs. Kan is a cousin of Mr. MK Wan and Mr. CW Wun.

Mrs. Kan was a legal representative of the following representative office in the PRC,
which was cancelled, with details as follows:

Nature of
business
Place of Nature of before
Name establishment proceeding cancellation
JE = PR ) (P B A BR A A PRC Cancellation Control valve
KM KRIE Jigao Process Control business

(China) Limited (Wuhan
Representative Office)*

* For identification purpose only

Mrs. Kan confirmed that (i) the cancellation was made voluntarily by way of submitting an
application to the relevant authority in the PRC because the representative office had ceased to
carry on business or operation; (ii) there have been no claims against her in relation to the
abovementioned representative office that has been cancelled; (iii) the abovementioned
representative office was solvent and had no outstanding liability before or at the time of being
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cancelled; and, (iv) the abovementioned company has not been involved in any material
non-compliant incidents, claims, litigation or legal proceedings.

Independent non-executive Directors

Mr. Lau Ping Cheung Kaizer (BIMi#), aged 68, is our independent non-executive
Director and chairman of nomination committee and member of our remuneration committee. He
was appointed as the independent non-executive Director on 22 January 2020. He is currently
responsible for providing independent judgement to bear on issues of strategy, policy,
performance, accountability, resources and standard of conduct. He is also a fellow of The Hong
Kong Institute of Surveyors and was the president from 1996 to 1997.

Mr. Lau has substantial experience and involvements in construction, real estate and
infrastructure projects. Mr. Lau was a member of the Legislative Council of Hong Kong from
2000 to 2004. He was a former chairman of the Royal Institution of Chartered Surveyors (HK
Branch). He was a non-executive director of the Urban Renewal Authority, a member of the
council of the City University of Hong Kong and a committee member of the Chinese People’s
Political Consultative Conference of Shanghai. Mr. Lau is currently the managing director of
Biel Asset Management Company Limited. Mr. Lau is also an independent non-executive
director of Kingboard Laminates Holdings Limited (stock code: 1888) since August 2015 and
was an independent non-executive director of MTR Corporation Limited (stock code: 66) from
August 2015 to May 2019, both of which are listed on the Stock Exchange.

Mr. Lau was awarded a higher diploma in quantity surveying from the Hong Kong
Polytechnic (currently known as The Hong Kong Polytechnic University) in 1974 and a master
degree in construction project management from The University of Hong Kong.

Mr. Lau is one of the founders and currently the chairman of Hong Kong Coalition of
Professional Services. Mr. Lau is also a member of the National Committee of the Chinese
People’s Political Consultative Conference, the Basic Law Promotion Steering Committee, and
the council of The Hong Kong Polytechnic University.

Mr. Lau was a director of each of the following companies incorporated in Hong Kong,
which were dissolved, with details as follows:

Place of Nature of
Name of company incorporation  Date of dissolution proceeding
Asiawise Development Limited Hong Kong 3 October 2008 Deregistration
BB RARA A (Note 1)
High Achieve Limited Hong Kong 16 November 2001 Striking off
B A BRA (Note 2)
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Place of Nature of
Name of company incorporation  Date of dissolution proceeding
Hong Kong Professionals Hong Kong 9 February 2018 Striking off
Advancement Association (Note 3)
Limited 7 s S E(LHE& AR
247
Whale Benefit Investment Hong Kong 20 July 2001 Striking off
Limited ¥ & A A A (Note 2)
Notes:
1. Under section 291AA of the Predecessor Companies Ordinance, an application for deregistration can only

be made if (a) all member of such company agree to such deregistration; (b) such company has never
commenced business or operation, or has ceased to carry on business or ceased operation for more than
three months immediately before the application; and (c) such company has no outstanding liabilities.

2. Under section 291 of the Predecessor Companies Ordinance, the Registrar of Companies may strike off the
name of a company from the register of companies where the Registrar of Companies has reasonable cause
to believe that a company is not carrying on business or in operations.

3. Under section 746 of the Companies Ordinance, the Registrar of Companies may strike off the name of a
company from the register of companies where the Registrar of Companies has reasonable cause to believe
that a company is not carrying on business or in operations.

Mr. Lau confirmed that there have been no claims against him in relation to the
abovementioned companies that have been deregistered or struck off, and the each of the
abovementioned companies was solvent and had no outstanding liabilities before or at the time
of being deregistered or struck off, and that the abovementioned companies have not been
involved in any material non-compliant incidents claims, litigation, or legal proceedings.

Dr. Sham Chung Ping Alain, BBS (Lf#°F), aged 65, is our independent non-executive
Director and chairman of our remuneration committee and member of our audit committee. He
was appointed as our independent non-executive Director on 22 January 2020. He is currently
responsible for providing independent judgement to bear on issues of strategy, policy,
performance, accountability, resources and standard of conduct. Dr. Sham is currently a
practicing barrister in Hong Kong. He has been admitted as a barrister of High Court of Hong
Kong in 1986, a barrister of High Court of Australia in 1991, and a barrister and solicitor of the
Supreme Court of the Australian Capital Territory (ACT) in 1991. He was awarded the Bronze
Bauhinia Star by the government of Hong Kong in 2016. He has been elected as a fellow of
Society for Advanced Legal Studies (SALS), England in October 2002.

Between May 1978 and March 2016, Dr. Sham worked for the government of Hong Kong,
including the Department of Justice, with his last position as deputy director of public
prosecutions. He has been an honorary advisor of the Staff Training Institute of Correctional
Services Department since 2018.
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Dr. Sham was awarded a bachelor degree of social science from The Hong Kong University
in November 1978, a bachelor degree of laws from The University of Buckingham in February
1984, a postgraduate diploma in law and practice from The City University London in October
1985, a master degree of laws in Chinese law from The University of Hong Kong in December
2004 and a doctorate degree of laws* (3522 # 1) from China University of Political Science and
Law in June 2005.

Mr. May Tai Keung Nicholas (#K3#), aged 58, is our independent non-executive
Director and chairman of our audit committee and member of our nomination committee. He was
appointed as the independent non-executive Director on 22 January 2020. He is currently
responsible for providing independent judgement to bear on issues of strategy, policy,
performance, accountability, resources and standard of conduct.

Mr. May has gained experience of accounting, finance and general management since 1987.
From September 1987 to October 1990, he worked with Deloitte Ross Tohmatsu (currently
known as Deloitte Touche Tohmatsu), with his last position held as senior accountant in the
audit department. From October 2002 to October 2003, he worked for Kinetana International
Biotech Pharma Limited, a company previously listed on the GEM of the Stock Exchange
(former stock code: 8031) and delisted from the Stock Exchange in September 2006, as the
financial controller and company secretary. From March 2004 to July 2005, he worked for
Zhongda International Holdings Limited, a company previously listed on the Main Board of the
Stock Exchange (former stock code: 909) and delisted from the Stock Exchange in March 2019,
as the group financial controller and company secretary. From August 2005 to October 2006, he
worked for Matsunichi Communication Holdings Limited (later known as Goldin Properties
Holdings Limited), a company previously listed on the Main Board of the Stock Exchange
(former stock code: 283) and delisted from the Stock Exchange in August 2017, as the chief
financial officer and company secretary and his last position as deputy general manager. From
April 2007 to October 2009, he worked for Hopewell Holdings Limited, a company previously
listed on the Main Board of the Stock Exchange (former stock code: 54) and delisted from the
Stock Exchange in May 2019, as the group financial controller. From May 2008 to October
2009, he also worked for Hopewell Highway Infrastructure Limited (currently known as
Shenzhen Investment Holdings Bay Area Development Company Limited), a company listed on
the Main Board of the Stock Exchange (stock code: 737), as an alternate director. From March
2010 to March 2013, he worked for China Resources Property Limited as the chief financial
officer and internal audit director. Since July 2013, he has been appointed as the director of
Nichova Consultants Limited. From April 2015 to January 2018, Mr. May worked for China
Information Technology Development Limited, a company listed on the GEM of the Stock
Exchange (stock code: 8178), as an independent non-executive director. In addition, since
August 2019, Mr. May has been working for S&T Holdings Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 3928), as an independent non-executive director.

Mr. May obtained a degree of bachelor of economics from Macquarie University in

Australia in April 1986 and a degree of master of commerce in finance from the University of
New South Wales in Australia in June 1995. He has been an associate of the Hong Kong Society
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of Accountants (currently known as The Hong Kong Institute of Certified Public Accountants)
since June 1990.

Other disclosure pursuant to Rule 13.51(2) of the Listing Rules

Save as disclosed above, each of our Directors confirmed with respect to himself or herself
that: (i) he or she is independent from and had no other relationships with any Directors,
members of our senior management, substantial shareholders or Controlling Shareholders as at
the Latest Practicable Date; (ii) apart from our Company, he or she has not held directorships in
the last three years prior to the Latest Practicable Date in any other public company the
securities of which are listed on any securities market in Hong Kong and/or overseas; (iii) he or
she did not hold other positions in our Company or other members of our Group as at the Latest
Practicable Date; (iv) he or she does not have any interests in our Shares within the meaning of
Part XV of the SFO, save as disclosed in the paragraph headed “C. Disclosure of interests” in
Appendix V to the prospectus; (v) he or she does not have any interests in any business which
competes or may compete, directly or indirectly, with us, which is discloseable under the Listing
Rules; and (vi) to the best of the knowledge, information and belief of our Directors having
made all reasonable enquiries, there is no additional information relating to our Directors or
senior management that is required to be disclosed pursuant to Rule 13.51(2) of the Listing
Rules and no other matters with respect to their appointments that need to be brought to the
attention of our Shareholders as at the Latest Practicable Date.

BOARD DIVERSITY POLICY

Our Board comprises eight members, including three executive Directors, two
non-executive Directors and three independent non-executive Directors, in particular, one of our
non-executive Director is a female. Our Company adopted a board diversity policy setting out
the approach to achieve diversity on the Board. The nomination committee reviews and assesses
the Board composition on behalf of the Board and recommends the appointment of new
Directors, taking into account a number of aspects, including but not limited to gender, age,
cultural and educational background, ethnicity, professional experience, skills, knowledge,
industry and regional experience, and length of service. All Board appointments will be based on
meritocracy, and candidates will be considered against objective criteria, having due regard for
the benefits of diversity on the Board. The nomination committee will disclose the composition
of the Board annually in the corporate governance report and monitor the implementation of the
board diversity policy. The nomination committee will review the board diversity policy and
assess its effectiveness, and where necessary, make any revisions that may be required and
recommend any such revisions to the Board for consideration and approval.

The Board has a balanced mix of experiences and industry background, including
experiences in electrical and mechanical industry, manufacturing, accounting and auditing and
financial markets. Our independent non-executive Directors have a diverse education background
including surveying, legal, economics and accountancy, as well as different industry
backgrounds and professional qualifications. Taking into account our Company’s business model
and the backgrounds and abilities of our Directors, the composition of the Board satisfies the
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board diversity policy. Our Company will continue to take steps to promote gender diversity at
all levels of our Group, including at the senior management levels. Nevertheless, our Company
will continue to apply the principle of appointments based on merits with reference to the board
diversity policy as a whole.

SENIOR MANAGEMENT

The table below sets forth information regarding our senior management:

Relationship
with other
Directors,
members of our
Date of senior
appointment to  management and
Responsibilities Date of joining  the current substantial
Name Age Position in our Group our Group position shareholders
Mr. Chan 34 Financial Overseeing and 18 December 3 July 2017 N/A
Chi Hung controller and managing the financial 2017 (financial
(L) company operation, compliance, controller)
secretary corporate governance
and company 18 December
secretarial matters of 2017 (company
our Group secretary)

Mr. Wong Man 51 Assistant project ~ Overseeing our projects  Around April 19 March 2016 N/A

Wai Thomas manager management and 2008
(FIUf) execution of daily
management and
operation
Mr. Yip Chi Fai 39 Accounting Assisting the I January 2014 1 January 2014  N/A
(EEH) manager management of

financial operation,
compliance, corporate
governance and
company secretarial
matters of our Group

Mr. Chan Chi Hung (BE&#t), aged 34, is our financial controller and company secretary.
He is responsible for managing the financial operation and overseeing the company secretarial
and compliance affairs of our Group. He has more than 10 years of experience in accounting. He
is currently a certified public accountant of the Hong Kong Institute of Certified Public
Accountants.
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Prior to joining our Group, Mr. Chan worked for Deloitte Touche Tohmatsu from September
2008 to April 2015 with his last position as manager. From June 2015 to March 2017, he was
employed by Kai Yuan Holdings Limited as a senior accounting manager (stock code: 1215), the
issued shares of which are listed on the Stock Exchange. He joined our Group in July 2017 and
was appointed as our financial controller and company secretary on 3 July 2017 and 18
December 2017, respectively.

Mr. Chan obtained a bachelor degree of business administration with a major in
accountancy and a minor in finance from The Hong Kong Polytechnic University in October
2008.

Mr. Wong Man Wai Thomas (¥ 3(f#), aged 51, is our assistant project manager. He was
employed by China Head Development Limited from January 1997 to November 2000 with his
last position as a supervisor. He joined Ready System Engineering on 1 December 2000 as an
engineer. Mr. Wong started to work for our Group in around April 2008 and has served as our
assistant project manager since 1 March 2016. He has more than 21 years of experience in the
E&M engineering industry. He was appointed as our executive Director on 29 March 2016 and
resigned as our executive Director on 1 August 2018. He was also appointed as an administrator
of Ready System (Macau) on 20 June 2011. Mr. Wong completed Form Five education in June
1984 in Hong Kong. He is currently responsible for assisting our senior project manager in our
projects management and execution of daily management and operation.

Mr. Yip Chi Fai (& #), aged 39, is our accounting manager. He joined Ready System
Engineering on 2 May 2008 as an accountant and started to work for our Group on 1 January
2014. He was appointed as our financial controller and company secretary on 15 March 2016
and 29 March 2016 respectively and he resigned as our controller and company secretary on 18
December 2017. He is currently responsible for assisting the management of the financial
operation, corporate governance and company secretarial matters of our Group.

Mr. Yip was awarded one-year advanced certificate in accountancy by Hong Kong Christian
Service Kwun Tong Vocational Training Centre in July 2000 and has become a certified public
accountant of the Hong Kong Institute of Certified Public Accountants since January 2013. He
has more than 18 years of experience in accounting. He worked for Lixin C.P.A. Limited
between August 2000 and March 2004 as audit assistant, and Info Smart International
Enterprises Limited between March 2004 and March 2006 as assistant accountant. Before joining
Ready System Engineering, he served Qualiman Industrial Co. Limited as assistant accounting
manager between April 2006 and March 2008.

Each of the members of our senior management confirmed with respect to himself that: (i)
as at the Latest Practicable Date, he had no interests in our Shares within the meaning of Part
XV of the SFO; (ii) he did not have any relationships with any Directors, members of our senior
management, substantial shareholders or Controlling Shareholders as at the Latest Practicable
Date; and (iii) he did not hold any directorships in any other public company the securities of
which were listed on any securities market in Hong Kong and/or overseas in the last three years
prior to the Latest Practicable Date.
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COMPANY SECRETARY

Mr. Chan Chi Hung (P& t), aged 34, is our company secretary. Details of his
qualifications and experience are set out in the paragraph headed “Directors, Senior Management
and Staff — Senior Management” in the prospectus.

AUTHORISED REPRESENTATIVES

Mr. Woo Chu Fai (#A#E#f) and Mr. Chan Chi Hung (Ffi&#t) are our authorised
representatives under Rule 3.05 of the Listing Rules.

COMPLIANCE ADVISER

In accordance with Rule 3A.19 of the Listing Rules, our Company has appointed Ample
Capital Limited to be our compliance adviser. We have entered into a compliance adviser’s
agreement with the compliance adviser prior to the Listing Date, the material terms of which are
as follows:

. the terms of the appointment of the compliance adviser will commence on the Listing
Date and the end of the date on which our Company complies with Rule 13.46 of the
Listing Rules in the respect of our financial results for the first full financial year
commencing after the Listing Date (i.e. the date of dispatch the annual reports of our
Company in respect of our results for the financial year ending 31 December 2021), or
until the agreement is terminated, whichever is earlier;

. the compliance adviser will provide us with certain service, including the guidance
and advice as to compliance with the requirements under the Listing Rules and
applicable laws, rules, codes and guidelines and advise on the continuing requirements
under the Listing Rules and applicable laws and regulations;

. our Company will consult with and, if necessary, seek advice from Ample Capital
Limited as our compliance adviser in the following circumstances:

(1) before the publication of any regulatory announcement, circular of financial
report;

(2) where a transaction, which might be a notifiable or connected transaction, is
contemplated including share issues and share repurchases;

(3) where our Company intends to use the proceeds of the Share Offer in a manner
different from that detailed in the prospectus or where our business activities,
developments or results of operations deviate from any information in the
prospectus; and
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(4) where the Stock Exchange makes any enquiry to our Company under Rule 13.10
of the Listing Rules.

BOARD PRACTICES

In the absence of extraordinary events, it is the practice of our Board to meet at least four
times a year. At such meetings, our Directors conduct, among other things, an operational review
of our business.

BOARD COMMITTEES

Audit Committee

Our Company established an audit committee on 22 January 2020 pursuant to a resolutions
of our Directors passed on 22 January 2020 in compliance with Rule 3.21 of the Listing Rules
and with the written terms of reference in compliance with paragraph C.3 the Corporate
Governance Code (the “Code”) as set out in the Appendix 14 of the Listing Rules. The primary
duties of the audit committee are to (i) make recommendations to our Board on the appointment
and removal of the external auditors; (ii) review the financial statements; (iii) to review the
effectiveness of our Company’s internal audit activities, internal control and risk management
systems; and (iv) to review and monitor the extent of any non-audit work undertaken by the
external auditors. Our audit committee currently consists of Mrs. Kan Wan Wai Yee Mavis, Mr.
May Tai Keung Nicholas and Dr. Sham Chung Ping Alain. The chairperson of the audit
committee is Mr. May Tai Keung Nicholas.

Remuneration Committee

Our Company established a remuneration committee on 22 January 2020 pursuant to a
resolutions of our Directors passed on 22 January 2020 in compliance with Rule 3.25 of the
Listing Rules and with the written terms of reference in compliance with paragraph B.1 of the
Code. The primary duties of the remuneration committee are (i) to make recommendations to our
Board on the overall remuneration policy and structure relating to our Directors and senior
management of our Group; (ii) other remuneration-related matters, including benefits-in-kind
and other compensation payable to our Directors and senior management and (iii) to review
performance based remunerations and to establish a formal and transparent procedure for
developing policy in relation to remuneration. Our remuneration committee currently consists of
Dr. Sham Chung Ping Alain, Mrs. Kan Wan Wai Yee Mavis and Mr. Lau Ping Cheung Kaizer.
The chairperson of the remuneration committee is Dr. Sham Chung Ping Alain.

Nomination Committee
Our Company established a nomination committee on 22 January 2020 pursuant to a
resolutions of our Directors passed on 22 January 2020 in compliance with the written terms of

reference in compliance with paragraph A.5 of the Code. The primary duties of our nomination
committee are (i) to review the structure, size, composition and diversity of our Board on a
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regular basis; (ii) to identify individuals suitably qualified to be Board members; (iii) to assess
the independence of independent non-executive Directors; (iv) to make recommendations to our
Board on relevant matters relating to the appointment or re-appointment of Directors and
succession planning for Directors; and (v) to make recommendations to our Board regarding
candidates to fill vacancies on our Board. Our nomination committee currently consists of Mr.
Lau Ping Cheung Kaizer, Mr. May Tai Keung Nicholas and Mr. Wan Man Keung. The
chairperson of the nomination committee is Mr. Lau Ping Cheung Kaizer.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT
Service contract/Letter of appointment with Directors

Each of our executive Directors has entered into a service contract with SEM Resources for
a term of three years commencing from the Listing Date (subject to termination in certain
circumstances as stipulated in the relevant service contract). Each of our executive Directors is
entitled to their respective basic salaries set out below and may be entitled to a discretionary
bonus. The current basic annual salaries of our executive Directors to their respective executive
and management roles in our Group are as follows:

Approximate

Name annual salary
(HKS$)

Mr. Woo 948,000
Mr. CW Wun 538,000
Mr. Yu 472,000

Each of our non-executive Directors and independent non-executive Directors has entered
into a letter of appointment with our Company for a period of three years commencing from the
Listing Date (subject to termination in certain circumstances as stipulated in the relevant letter
of appointment). The appointments are subject to the provisions of the Articles of Association
with regard to vacation of office of Directors and removal and retirement by rotation of
Directors. Each of our non-executive Directors and independent non-executive Directors is
entitled to a director’s fee of HK$180,000 per annum. Save for the directors’ fee, none of our
non-executive Directors and independent non-executive Directors is expected to receive any
other remuneration for holding their office as a non-executive Directors or an independent
non-executive Director and a member of any board committees of our Company.

Save as disclosed above, no Director has entered into any service agreement with any

member of our Group (excluding contracts expiring or determinable by the employer within one
year without payment of compensation (other than statutory compensation)).
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Emoluments paid during the Track Record Period

For each of the FY2016, FY2017, FY2018 and 7M2019, the aggregate amount of
emoluments (including fees, salaries and other allowance, performance related incentive
payments and retirement benefit scheme contributions) paid by our Group to our Directors
amounted to approximately MOP1.0 million, MOP1.5 million, MOP1.7 million and MOP1.2
million respectively. It is estimated that an aggregate sum of approximately MOP2.2 million and
MOP2.6 million are payable by our Group to our Directors as emoluments for FY2019 and the
year ending 31 December 2020, respectively.

For each of the FY2016, FY2017, FY2018 and 7M2019, the aggregate amount of
emoluments (including fees, salaries and other allowance, performance related incentive
payments and retirement benefit scheme contributions) paid by our Group to the five highest
paid individuals, excluding our Directors, were approximately MOP0.9 million, MOPO0.7 million,
MOPO.7 million and MOP1.7 million, respectively. For details of the emoluments of our
Directors and the five highest paid individuals of our Group during the Track Record Period,
please refer to note 9 of Appendix I to the prospectus.

During the Track Record Period, no emoluments were paid by our Group to any of the
aforementioned five highest paid individuals and any of the Directors as an inducement to join
or upon joining our Group or as compensation for loss of office. There was no arrangement
under which any of our Directors waived or agreed to waive any remuneration during the Track
Record Period. Save as disclosed above, no other emoluments have been paid, or are payable, by
us to our Directors in respect of each FY2016, FY2017, FY2018 and 7M2019.

Subject to the review by and the recommendations of our remuneration committee, the
remuneration policy we intend to adopt after the Listing for our Directors and senior
management members will be based on comparable market levels and their performance and
qualifications.

EMPLOYEES

As at the Latest Practicable Date, our Group had 24 full-time employees who were directly
employed by us in Hong Kong and Macau. For details about our employees and staff policy,
please refer to the paragraph headed “Business — Our employees” in the prospectus.

Our staff cost (comprising both of the staff cost recognised under our cost of sales and our
administrative expenses) for each of FY2016, FY2017, FY2018 and 7M2019 amounted to
approximately MOP3.5 million, MOP4.9 million, MOP4.9 million and MOP4.5 million
respectively.

In Hong Kong, we operate a defined contribution retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Scheme Ordinance (Chapter 485 of the Laws of
Hong Kong) for all of our employees in Hong Kong who joined us after the commencement of
this ordinance. Contributions are made based on a percentage of the employees’ basic salaries.
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We contribute the lower of HK$1,500 or 5% of the relevant monthly salary to the MPF Scheme,
a contribution to be matched by our employees.

In Macau, our employees in Macau participate in the mandatory social security fund. We
are required to make a contribution of MOP60 per month for each of our employees in Macau.
The mandatory social security fund is planned, managed, and supervised by the Macau
Government to invest the contributions and the Macau Government will pay out the pensions out
of such fund to the retired employees in Macau.

Share Option Scheme

Our Company has conditionally adopted the Share Option Scheme on 22 January 2020
under which certain selected classes of participants (including, among others, full-time
employees and Directors) may be granted options to subscribe for our Shares. The principal
terms of the Share Option Scheme are summarised in the paragraph headed “D. Share Option
Scheme” in Appendix V to the prospectus.
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The following is a description of the authorised and issued share capital of our Company in
issue and to be issued as fully paid or credited as fully paid prior to and immediately following
the completion of the Share Offer and the Capitalisation Issue (without taking into account of
any Shares which may be allotted and issued by our Company pursuant to the exercise of the
Over-allotment Option and the exercise of any options which may be granted under the Share
Option Scheme):

HKS$
Authorised share capital:
5,000,000,000 Shares 50,000,000
Issued and to be issued, fully paid or credited as fully paid:
45,000,000 Shares in issue as at the date of the prospectus 450,000
1,455,000,000 Shares to be allotted and issued upon completion 14,550,000
of the Capitalisation Issue
500,000,000 Shares to be allotted and issued pursuant to the 5,000,000
Share Offer
2,000,000,000 Shares in total 20,000,000

If 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, then 75,000,000 additional new Shares will be issued, resulting in a total
enlarged issued share capital after completion of the Share Offer and the Capitalisation Issue of
HK$20,750,000 divided into 2,075,000,000 Shares.

ASSUMPTIONS

The table as shown above assumes the Share Offer becoming unconditional and the
allotment and issue of Shares pursuant thereto and under the Capitalisation Issue is made as
described herein. It does not take into account any Shares which may be allotted and issued
pursuant to the exercise of the Over-allotment Option and the exercise of any options which may
be granted under the Share Option Scheme and any Shares which may be allotted and issued or
repurchased by our Company pursuant to the general mandate given to our Directors to allot and
issue or repurchase Shares referred to in the paragraphs headed “General mandate to issue
Shares” or “General mandate to repurchase Shares” in this section, as the case may be.
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MINIMUM PUBLIC FLOAT

Pursuant to Rule 8.08(1) of the Listing Rules, at the time of the Listing and at all times
thereafter, our Company must maintain the minimum prescribed percentage of 25% of the total
issued share capital of our Company in the hands of the public (as defined in the Listing Rules).

RANKING

The Offer Shares will be ordinary shares of our Company and will rank pari passu in all
respects with all the Shares in issue or to be issued as mentioned in the prospectus and will
qualify for all dividends and other distributions declared, paid or made on the Shares in respect
of a record date which falls after the Listing Date (except for the entitlement under the
Capitalisation Issue).

SHARE OPTION SCHEME

Our Company has conditionally adopted the Share Option Scheme. The principal terms of
the Share Option Scheme are summarised in the paragraph headed “D. Share Option Scheme” in
Appendix V to the prospectus.

GENERAL MANDATE TO ISSUE SHARES

Conditional on the conditions as stated in the section headed “Structure and conditions of
the Share Offer — Conditions of the Share Offer” of the prospectus being fulfilled, our Directors
have been granted a general unconditional mandate to allot, issue and deal with Shares and to
make or grant offers, agreements or options which might require such Shares to be allotted and
issued or dealt with subject to the requirement that the total number of Shares so allotted and
issued or agreed conditionally or unconditionally to be allotted and issued (otherwise than
pursuant to a rights issue, or scrip dividend scheme or similar arrangements, or a specific
authority granted by our Shareholders) shall not exceed:

(a) 20% of the total number of Shares in issue immediately following the completion of
the Share Offer and the Capitalisation Issue (without taking into account of any Shares
which may be allotted and issued by our Company pursuant to the exercise of the
Over-allotment Option and the exercise of any options which may be granted under
the Share Option Scheme); and

(b) the aggregate number of Shares repurchased by our Company (if any) pursuant to the

general mandate to repurchase shares granted to our Directors as referred to in the
paragraph headed “General mandate to repurchase Shares” in this section.
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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 exercise of any options which may be
granted under the Share Option Scheme. This general mandate to issue Shares will remain in
effect until:

(a) the conclusion of our Company’s next annual general meeting;

(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; or

(c) the time when such mandate is revoked, varied or renewed by an ordinary resolution
of our Shareholders in general meeting, whichever is the earliest.

For further details of this general mandate, please refer to the paragraph headed “A. Further
information about our Company — 3. Written resolutions of the sole Shareholder passed on 22
January 2020” in Appendix V to the prospectus.

GENERAL MANDATE TO REPURCHASE SHARES

Subject to the conditions set forth in the section headed “Structure and Conditions of the
Share Offer — Conditions of the Share Offer” of the prospectus being fulfilled, our Directors
have been granted a general mandate to exercise all the powers to purchase Shares (Shares
which may be listed on the Stock Exchange or on any other stock exchange on which is
recognised by the SFC and the Stock Exchange for this purpose), such number of Shares as will
represent up to 10% of the total number of Shares in issue immediately following the completion
of the Share Offer and the Capitalisation Issue (without taking into account of any Shares which
may be allotted and issued by our Company pursuant to the exercise of the Over-allotment
Option and the exercise of any options which may be granted under the Share Option Scheme).

This 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 recognised by the SFC and the
Stock Exchange for this purpose), and 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 paragraph headed “Repurchase by our Company of its own securities” in
Appendix V to the prospectus.

The general mandate to repurchase Shares will remain in effect until:
(a) the conclusion of our Company’s next annual general meeting;

(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; or

(c) it is varied or revoked by an ordinary resolution of the Shareholders in general
meeting, whichever is the earliest.
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For further details of this general mandate, please refer to the paragraph headed “A. Further
information about our Company — 7. Repurchase by our Company of its own securities” in
Appendix V to the prospectus.

CIRCUMSTANCES UNDER WHICH GENERAL MEETING AND CLASS MEETING ARE
REQUIRED

The circumstances under which general meeting and class meeting are required are

provided in our Articles. For details, please see the section headed “Summary of the constitution
of the Company and Cayman Islands Company Law” in Appendix IV to the prospectus.
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So far as our Directors are aware, immediately following completion of the Share Offer and
the Capitalisation Issue (without taking into account any Shares which may be allotted and
issued pursuant to the exercise of the Over-allotment Option or any options which may be
granted under the Share Option Scheme), the following persons/entities will have an interest or a
short position in the Shares or underlying Shares which would be required to be disclosed to our
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or, 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 Company or any member
of our Group:

Interests and long positions in Shares

Approximate
Name of Number of  percentage of
Shareholder Nature of interests Shares shareholding
(Note 1)
SEM Enterprises Beneficial interest (Note 2) 1,500,000,000 75%
(L)
Mr. MK Wan Interest in a controlled 1,500,000,000 75%
corporation (Note 2) (L)
Ms. Lam Yin Interest of spouse (Note 3) 1,500,000,000 75%
(L)
Notes:
1. The letter “L” denotes the Shareholder’s long position in Shares.

2. SEM Enterprises is owned as to 74.08%, 23.04% and 2.88% by Mr. MK Wan, Mr. CW Wun and Mr. Yu
respectively. Hence, Mr. MK Wan is deemed to be interested in all the Shares held by SEM Enterprises
under the SFO.

3. Ms. Lam Yin is the wife of Mr. MK Wan and is deemed to be interested in the Shares which are interested
by Mr. MK Wan under the SFO.

Save as disclosed above, our Directors are not aware of any other person who will,
immediately following the Share Offer and the Capitalisation Issue and without taking into
account any Shares which may be allotted and issued pursuant to the exercise the Over-allotment
Option or any options which may be granted under the Share Option Scheme, have an interest or
short position in the Shares or underlying Shares which would be fall to be disclosed to our
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or, who is, 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 any member of our Group.
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You should read this section in conjunction with our audited consolidated financial
statements, including the notes thereto, as set out in the Accountant’s Report set in Appendix [
to the prospectus and not merely rely on the information contained in this section. Our
consolidated financial statements have been prepared in accordance with the HKFRSs.

The following discussion and analysis contain certain forward-looking statements that
reflect the current views with respect to future events and financial performance. These
statements are based on assumptions and analyses made by us in light of our experience and
perception, historical trends, current conditions, and expected future developments, as well as
other factors we believe are appropriate under the circumstances. However, whether actual
outcomes and developments will meet our expectations and projections depends on a number
of risks and uncertainties over which we do not have control. For further information, you

should refer to the section headed “Risk Factors” in the prospectus.

OVERVIEW

Founded in 2006, we are an established E&M engineering works contractor in Macau with
our focus on providing electrical-related E&M engineering works. During the Track Record
Period, the scope of our E&M engineering works mainly consisted of supply, installation and
maintenance of electrical system, for new and existing buildings in the projects of commercial
and residential development, hotel development, casino development and hotel renovation in
Macau. All our revenue was derived from Macau during the Track Record Period.

We provided our E&M engineering works in Macau through Ready System (Macau) which
has registered with the DSSOPT as a registered contractor for execution of construction works
(E i TF2), and were generally engaged as a subcontractor or sub-subcontractor. As such, our
customers were generally the main contractors or the E&M engineering works subcontractors in
the relevant development and renovation projects in Macau.

During the Track Record Period, while our projects were at various scales, major part of
our revenue was attributable to the large scale projects, i.e. Projects P1 to P10. Approximately
77.1%, 94.5%, 85.2% and 56.6% of our revenue in FY2016, FY2017, FY2018 and 7M2019 were
attributable to our projects each with recognised revenue of more than MOP10 million (MOP6
million for 7M2019) to us for the same periods, respectively. The initial contract sum of each of
Projects P1 to P9 is over MOP10 million and in particular, the initial contract sum of each of
Projects P1 and P2 is over MOP100 million. For further information of Projects P1 to P10,
please refer to the paragraph headed “Business — Our projects” in the prospectus.

During the Track Record Period, nearly all our E&M engineering works were provided for
private sector projects, while we had only five public sector projects, with their revenue
recognised in FY2016, FY2018 and 7M2019 at approximately MOP4.9 million, MOP255,000
and MOP367,000, respectively.
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In FY2016, FY2017, FY2018 and 7M2019, our revenue amounted to approximately
MOP139.7 million, MOP207.9 million, MOP185.2 million and MOP110.0 million, respectively.
According to the Frost & Sullivan Report, our revenue attributable to E&M engineering works in
Macau in FY2018 represented approximately 1.6% of the total revenue generated from the entire
E&M engineering industry in 2018 in Macau, and ranked fifth among the E&M engineering
works contractors in Macau in terms of share of total industry revenue in 2018.

During the Track Record Period, we had completed 30 projects. As at 31 July 2019, we had
20 on-going projects (either in progress or yet to commence). After 31 July 2019 and up to the
Latest Practicable Date, we had completed two further projects and five new projects had been
awarded. As at the Latest Practicable Date, we had 23 on-going projects (either in progress or
yet to commence). Our Directors expect that these on-going projects will contribute revenue to
us of approximately MOP85.1 million for the remaining five months ended 31 December 2019,
approximately MOP157.9 million in FY2020 and approximately MOP74.2 million in FY2021.
These on-going projects are expected to be completed by FY2021.

BASIS OF PRESENTATION AND PREPARATION

Our Company was incorporated in the Cayman Islands under the Companies Law as an
exempted company with limited liability on 6 November 2015. In anticipation of the Listing, we
underwent the Reorganisation, as stated in the section headed “History, Reorganisation and
Group Structure — Reorganisation” in the prospectus. Following the Reorganisation, our
Company became the holding company of all the subsidiaries now comprising our Group.

The consolidated financial information for FY2016, FY2017, FY2018 and 7M2019 has been
prepared by our Directors in accordance with the accounting policies in compliance with
HKFRS:s.

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations and financial position have been, and will continue to be, affected
by several factors, including those set out below and in the section headed “Risk Factors” in the
prospectus. Factors other than those set forth below could also have a significant impact on our
results of operations and financial position in future.

Relationship with our customers

During the Track Record Period, our top five customers accounted for approximately
95.4%, 99.7%, 94.4% and 93.0% of our total revenue, respectively. In particular, Customer A
(being our largest customer for FY2016, FY2017 and FY2018) accounted for approximately
45.4%, 70.8%, 35.5% and 34.8% of our total revenue for FY2016, FY2017, FY2018 and
7M2019, respectively. During the Track Record Period, we did not enter into any long term
agreement or master service agreement with our customers and the projects were awarded to us
on a project basis through the competitive bidding process. Our results of operations,
profitability and liquidity may be materially and adversely affected if we are unable to secure
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new projects from Customer A or our major customers or fail to procure similar level of
business from new customers on comparable commercial terms to offset the loss of revenue from
Customer A or our major customers.

In addition, our business, financial condition and results of operations also depend on the
financial condition and commercial success of our major customers (in particular Customer A).
If any of our top five customers shall become unwilling or unable to make payments, we may be
unable to recover significant amounts of trade receivables and our cash flow and financial
position may be materially and adversely affected.

Changes of construction activities in Macau

During the Track Record Period, we provide all our E&M engineering works in Macau. Our
revenue generated from provision of E&M engineering works amounted to approximately
MOP139.7 million, MOP207.9 million, MOP185.2 million and MOP110.0 million for the Track
Record Period, respectively. The increase or decrease in the number of E&M engineering work
orders depends on the construction activities in Macau. Therefore, changes in construction
activities in Macau could have significant impact on the demand of our services and, thus, affect
our business and results of operations.

Ability to secure new projects

Our E&M engineering works are provided on contract basis and non-recurring in nature.
We secure these projects through competitive tendering process. While some developers may
invite us for tender, whether we can successfully secure the tender still depends on our bid.
Therefore, our future growth and success will then depend on our ability to continue securing
new projects. Our success rate were approximately 16.7%, 27.8%, 37.4% and 36.8% for FY2016,
FY2017, FY2018 and 7M2019, respectively. Our results of operations will be adversely affected
if we are unable to secure sizable and sufficient number of projects in the future.

Appropriateness of pricing and cost estimation of our projects

The tender price of our E&M engineering projects is based on our estimated project costs
plus a certain mark-up margin. However, the actual time and cost incurred by us may be
adversely affected for various factors, including but not limited to, unfavourable weather
conditions, disputes with customers, suppliers, subcontractors and other project parties,
insufficient allocation of imported labour quota to us, difficulties in retaining necessary number
of workers with requisite skills, receipt of variation orders from our customers, unexpected
fluctuations in the market price of electrical equipment, materials and parts after the
commencement of project, and other unforeseen circumstances. Significant changes in any of
these or other relevant factors may lead to delay in completion or cost overrun by us, and there
is no assurance that the actual time and cost incurred by us would match our initial estimates.
Such delays, cost overruns or mismatch of actual time and cost with our estimates may cause our
profitability to be lower than what we expected or may expose us to litigation or claims from
customers in case of delays. If we set a significant mark-up margin upon our estimated cost to
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cater for the unfavourable circumstances above, our tender or quotation may become
uncompetitive. There is no assurance that we will always be able to price our tender or quotation
competitively, and if we fail to do so, our customers may opt for our competitors, thereby
resulting in a decrease in the number of projects awarded to us. This would adversely affect our
operations and financial results. Meanwhile, if the mark-up margin set by us is too low, we may
not be able to cover the financial impact of any unfavourable circumstances during project
implementation. Our profitability in the project would hence be materially and adversely
affected.

Fluctuation in cost of sales

During the Track Record Period, our cost of materials and subcontracting costs are the
major components of our cost of sales.

The price and availability of different E&M engineering materials may vary from period to
period due to factors such as customer specification, demand, and market conditions.

We procure direct materials from our suppliers on a project-by-project basis and generally
do not keep extra inventory, other than those E&M engineering materials which are maintained
due to expected wastage occurred during the provision of our E&M engineering works and for
subsequent rectification works at later stage for the relevant projects, since the E&M
engineering materials are directly delivered to our customers’ sites. The level of materials
purchased by our Group in any given reporting period were influenced by factors such as (i) the
number of projects in progress at any given point of time; (ii) the work schedule of each project;
and (iii) the size and complexity of each project.

For FY2016, FY2017, FY2018, 7M2018 and 7M2019, the total cost of materials amounted
to approximately MOP37.4 million, MOP58.6 million, MOP47.9 million, MOP41.2 million and
MOP13.1 million, representing approximately 35.3%, 37.4%, 37.2%, 47.2% and 16.7% of our
total cost of sales, respectively. Therefore, any unexpected changes to our cost of materials may
affect our profitability.

The level of subcontracting costs incurred by our Group in any given reporting period were
influenced by factors such as (i) the number of supply and installation projects in progress at
any given point of time; (ii) the work schedule of each project; and (iii) the scale and
complexity of each project.

For FY2016, FY2017, FY2018, 7M2018 and 7M2019, the total subcontracting costs
amounted to approximately MOP63.9 million, MOP91.1 million, MOP72.2 million, MOP41.4
million and MOP62.1 million, representing approximately 60.3%, 58.2%, 56.0%, 47.4% and
79.6% of our total cost of sales, respectively. Therefore, any unexpected changes to our
subcontracting costs may affect our profitability.
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The following sensitivity analysis illustrates the impact of hypothetical fluctuations of our
cost of materials and subcontracting costs on our profit before tax during the Track Record
Period. Fluctuations in our cost of materials are assumed to be 20%, 40% and 60% and
subcontracting costs are assumed to be 20%, 30% and 40%, while all other factors remained
unchanged:

Changes in cost of materials
+/-20 % +/-40 % +/-60 %
MOP’000 MOP’000 MOP’000

Hypothetical fluctuations
Decrease/Increase in profit before tax

FY2016 7,481 14,962 22,442
FY2017 11,727 23,454 35,180
FY2018 9,583 19,166 28,750
7™2018 8,234 16,467 24,701
7M2019 2,613 5,226 7,839

Changes in subcontracting costs
+/-20% +/-30% +/-40 %
MOP’000 MOP’000 MOP’000

Hypothetical fluctuations

Decrease/Increase in profit before tax

FY2016 12,776 19,163 25,551
FY2017 18,228 27,341 36,455
FY2018 14,440 21,660 28,880
TM2018 8,270 12,405 16,540
7M2019 12,416 18,623 24,831

Prospective investors should note that the above analysis is based on assumptions and for
illustration purpose only, and should not be viewed as the actual effect of such hypothetical
fluctuations.

Quality of E&M engineering works performed by our subcontractors

For FY2016, FY2017, FY2018, 7M2018 and 7M2019, we engage subcontractors to perform
E&M engineering works in our projects on contract basis. Our subcontracting costs amounted to
approximately MOP63.9 million, MOP91.1 million, MOP72.2 million, MOP41.4 million and
MOP62.1 million, representing approximately 60.3%, 58.2%, 56.0%, 47.4% and 79.6% of our
total cost of sales, respectively.
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There is no assurance that our subcontractors will always follow strictly all of our
instructions. If the subcontractors fail to carry out the works in accordance with our standards
and specifications, we may experience delay in project completion, quality issues concerning the
works done, or non-performance by subcontractors. Consequently, we may have to incur
significant time and cost to carry out remedial actions, which would in turn adversely affect the
profitability and reputation of our business, and result in litigation or damage claims against us.

Under the contracts entered into between our customers and us, we are generally liable to
our customers for the quality of work done by our subcontractors. In the event that the E&M
engineering works performed by our subcontractors are not up to standard, we may incur extra
costs and hence our financial performance may be affected adversely.

SIGNIFICANT ACCOUNTING POLICIES, ESTIMATES AND JUDGMENTS

Significant accounting policies and estimates are those accounting policies and estimates
that involve significant judgements and uncertainties and potentially yield materially different
results under different assumptions and conditions. Certain significant accounting policies are set
forth in Note 3 to the Historical Financial Information of the section headed “Accountants’
Report” in Appendix I to the prospectus. Our consolidated financial information has been
prepared in accordance with the HKFRSs, which requires that we adopt accounting policies and
make estimates that we believe are the most appropriate in the circumstances for the purposes of
giving a true and fair view of our financial performance and financial position. Estimates and
judgements are based on historical experience, prevailing market conditions and rules and
regulations, and are reviewed on a continual basis taking into account of the changing
environment and circumstances.

APPLICATION AND ADOPTION OF HKFRS 9, HKFRS 15 AND HKFRS 16

For the purpose of preparing the historical financial information for the Track Record
Period, our Group has consistently applied Hong Kong Accounting Standards, HKFRSs
amendments and interpretations issued by Hong Kong Institute of Certified Public Accountants,
including HKFRS 15 “Revenue from Contracts with Customer” and HKFRS 16 “Leases”, that
are effective for the accounting period beginning on 1 January 2019 throughout the Track
Record Period, except that our Group adopted HKFRS 9 “Financial Instruments” since 1 January
2018 and adopted HKAS 39 “Financial Instruments: Recognition and Measurement” for the two
years ended 31 December 2017.

For HKFRS 15, our Group adopted a full retrospective application which has been applied
on a consistent basis throughout the Track Record Period. Our Directors consider the adoption of
HKFRS 15 did not have significant impact on our Group’s financial position and performance
during the Track Record Period.

For HKFRS 16, our Group adopted a on a full retrospective application which has been

applied on consistent basis throughout the Track Record Period. Our Directors consider the
adoption of HKFRS 16 did not have material impact on our Group’s performance for the years
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ended 31 December 2016, 2017 and 2018 and the seven months ended 31 July 2019 and our
Group’s net assets as at 31 December 2016, 2017 and 2018 and 31 July 2019 as compared to the
adoption of HKAS 17 Leases (“HKAS 17”). The adoption resulted in more detailed disclosures
of the historical financial information of our Group throughout the Track Record Period.

For HKFRS 9, our Group has applied HKFRS 9 and the related consequential amendments
to other HKFRSs for the year ended 31 December 2018 and the seven months ended 31 July
2019. HKFRS 9 introduces new requirements for 1) the classification and measurement of
financial assets and financial liabilities, 2) expected credit losses (“ECL”) for financial assets
and contract assets and 3) general hedge accounting.

Our Group has applied HKFRS 9 in accordance with the transition provisions set out in
HKFRS 9, i.e. applied the classification and measurement requirements (including impairment
under ECL model) retrospectively to instruments that have not been derecognised as at 1 January
2018 (date of initial application) and has not applied the requirements to instruments that have
already been derecognised as at 1 January 2018. The difference between carrying amounts as at
31 December 2017 and the carrying amounts as at 1 January 2018, if any, are recognised in the
opening accumulated profits and other components of equity, without restating comparative
information. Accordingly, certain comparative information may not be comparable as
comparative information was prepared under HKAS 39.

Summary of effects arising from initial application of HKFRS 9

Classification and measurement of financial assets

All financial assets and financial liabilities continue to be measured on the same bases as
were previously measured under HKAS 39.

Impairment under ECL model

Upon the initial adoption of HKFRS 9 on 1 January 2018, our Directors of our Company
reviewed and assessed our Group’s existing financial assets and contract assets for impairment
using reasonable and supportable information that is available without undue cost or effort in
accordance with the requirements of HKFRS 9.

Our Group has applied the HKFRS 9 simplified approach to measure ECL which uses a
lifetime ECL for its trade receivables and contract assets. Trade receivables and contract assets
have been assessed individually. The contract assets relate to unbilled work in progress and have
substantially the same risk characteristics as the trade receivables for the same types of
contracts. Our Group has therefore estimated the expected loss rates for the trade receivables
and the contract assets on the same basis.

Loss allowances for other financial assets at amortised cost mainly comprise of deposits,

other receivable, amounts due from a director, immediate holding company, related companies
and subsidiaries, pledged bank deposits, time deposit and bank balances and cash, are measured
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on 12-month ECL basis as there had been no significant increase in credit risk since initial
recognition.

As at 1 January 2018, the expected loss allowance as compared to the incurred loss model
of HKAS 39 “Financial Instruments: Recognition and Measurement” did not result in a material
difference and hence did not result in an adjustment of opening accumulated profits.

Taking into account the impact as disclosed above, our Directors consider the adoption of
HKFRS 9 did not have significant impact on our Group’s financial position and performance
during the Track Record Period.

SUMMARY OF FINANCIAL INFORMATION
Consolidated Statements of Profit or Loss and Other Comprehensive Income

The table below sets forth the selected financial information extracted from our combined
statements of profit or loss and other comprehensive income for the Track Record Period which

have been extracted from, and should be read in conjunction with the Accountants’ Report set
forth in Appendix I to the prospectus:

FY2016 FY2017 FY2018 T™M2018 T™M2019
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
(unaudited)
Revenue 139,686 207,913 185,229 118,643 110,044
Cost of sales (105,895) (156,713) (128,888) (87,257) (78,024)
Gross profit 33,791 51,200 56,341 31,386 32,020
Other income 206 100 123 14 38
Impairment loss - - - - (216)
Administrative expenses (4,561) (5,909) (6,275) (3,169) (5,829)
Interest on lease liabilities (83) (75) (36) (27) (51)
Listing expenses (6,331) (407) (1,740) (1,390) (14,985)
Profit before taxation 23,022 44,909 48,413 26,814 10,977
Taxation (3,763) (6,010) (6,927) (3,098) (3,663)
Profit and total comprehensive
income for the year/period 19,259 38,899 41,486 23,116 7,314
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Consolidated Statements of Financial Position

As at
As at 31 December 31 July
2016 2017 2018 2019
MOP’000 MOP’000 MOP’000 MOP’000
Non-current assets
Property, plant and equipment 1,145 1,038 15,374 16,059
Pledged bank deposits 3,134 22,541 - -
4,279 23,579 15,374 16,059
Current assets
Trade and other receivables 40,293 19,429 42,607 46,099
Contract assets 24,373 39,453 50,964 55,755
Amount due from a director 90 1,013 1,012 1,023
Amount due from immediate holding company 473 483 586 586
Amounts due from related companies 8,017 213 213 -
Pledged bank deposits - - 29,021 29,366
Time deposit 20,000 7,000 7,371 7,041
Bank balances and cash 23,481 45,064 26,951 28,530
116,727 112,655 158,725 168,400
Current liabilities
Trade and other payables 45,115 19,242 17,401 29,550
Contract liabilities 2,485 1,505 14,539 1,574
Lease liabilities 819 802 672 955
Amounts due to directors 209 386 360 -
Amounts due to related companies 2,270 460 164 -
Taxation payable 5,428 10,260 9,823 13,486
56,326 32,655 42,959 45,565
Net current assets 60,401 80,000 115,766 122,835
Total assets less current liabilities 64,680 103,579 131,140 138,894
Non-current liabilities
Lease liabilities - - - 440
64,680 103,579 131,140 138,454
Capital and reserves
Share capital 516 516 464 464
Reserves 64,164 103,063 130,676 137,990
64,680 103,579 131,140 138,454
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DISCUSSION AND ANALYSIS OF FINANCIAL PERFORMANCE OF OUR GROUP
Revenue

With our focus on providing electrical-related E&M engineering works, during the Track
Record Period, the scope of our E&M engineering works mainly consisted of supply, installation
and maintenance of electrical system, for new and existing buildings in the projects of
commercial and residential development, hotel development, casino development and hotel
renovation in Macau.

We derived all of our revenue from Macau and our revenue amounted to approximately
MOP139.7 million, MOP207.9 million, MOP185.2 million, MOP118.6 million and MOP110.0
million for FY2016, FY2017, FY2018, 7M2018 and 7M2019, respectively.

The following table sets forth the breakdown of our revenue attributable to the provision of
E&M engineering works during the Track Record Period by property type:

FY2016 FY2017 FY2018 T™M2018 T™M2019
MOP’000 % MOP’000 % MOP’000 % MOP’000 % MOP’000 %
(unaudited)
Hotels and casino 101,747 72.9 116,707 56.1 89,960 48.6 60,431 5.0 77,665 70.6
Residential properties 1,320 0.9 1,007 0.5 4350 24 168 0.1 6,648 6.0
Commercial properties 31,7122 227 90,139 434 89,727 484 57,932 48.8 24,002 21.8
Others 4,897 3.5 - - 1,192 0.6 112 0.1 1,729 1.6
Total 139,686  100.0 207,913  100.0 185,229  100.0 118,643  100.0 110,044  100.0

For FY2016, FY2017, FY2018 and 7M2019, we had been awarded 4, 2, 13 and 17 E&M
engineering works contracts and completed 5, 3, 5 and 17 E&M engineering work contracts,
respectively, details of which are set out in the table below:

As at
As at 31 December 31 July
2016 2017 2018 2019
Number of on-going projects at
the beginning of the year 14 13 12 20
Number of new projects
awarded during the year 4 2 13 17
Number of projects completed
during the year (5) (3) (5) (17)
Number of ongoing projects as
at the end of the year 13 12 20 20
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As at the Latest Practicable Date, we had 23 awarded and on-going E&M engineering
works projects, which include projects that we have commenced but not yet completed and
projects that we have been awarded but not yet commenced. These on-going projects are
expected to be completed by FY2021. Our Directors expect that these on-going projects will
contribute revenue to us of approximately MOP85.1 million for the remaining five months ended
31 December 2019, approximately MOP157.9 million in FY2020 and approximately MOP74.2
million in FY2021.

For further details of our Projects, please refer to the paragraph headed “Business — Our
projects” in the prospectus.

Comparison of revenue for FY2016 and FY2017

Our revenue generated from provision of E&M engineering works increased from
approximately MOP139.7 million for FY2016 to approximately MOP207.9 million for FY2017,
representing an increase of approximately MOP68.2 million or approximately 48.8%.
Notwithstanding the higher number of projects undertaken by us during FY2016 as compared to
FY2017, the increase in revenue during FY2017 as compared to FY2016 is mainly due to the
increase in amount of work performed for certain projects where increase in revenue recognised
of approximately MOP99.5 million in aggregate were recorded from Project P1, Project P2,
Project P3 and Project P5 was which had a substantial amount of revenue recognised during
FY2017, with approximately MOP197.1 million in aggregate of revenue recognised during
FY2017 and only approximately MOP97.6 million in aggregate of revenue recognised during
FY2016. In particular, the aforementioned increase was mainly driven by the increase in our
revenue derived from our Project’s with latest contract sum of above MOP100 million, which is
mainly contributed by the increase in revenue from Project P1, Project P2 and Project P3, where
these projects contributed approximately MOP89.3 million for FY2016 and approximately
MOP183.3 million for FY2017. The increase in revenue contributed by Project P1, Project P2
and Project P3 during FY2017 is mainly due to these projects being in full swing where a
substantial portion of work were completed for such projects.

Such increase in revenue during FY2017 was mainly offsetted by the decrease in revenue
recognised of approximately MOP16.8 million from Project P4 which had a substantial amount
of revenue recognised during FY2016, with approximately MOPI18.4 million of revenue
recognised during FY2016 and only approximately MOP1.6 million of revenue recognised
during FY2017. The aforementioned decrease in revenue recognised from Project P4 was mainly
due to a relatively substantial portion of works completed during FY2016 as compared to
FY2017.

Comparison of revenue for FY2017 and FY2018
Our revenue generated from provision of E&M engineering works decreased from
approximately MOP207.9 million for FY2017 to approximately MOP185.2 million for FY2018,

representing a decrease of approximately MOP22.7 million or approximately 10.9%. Despite the
increment in the number of projects undertaken by us during FY2018 as compared to FY2017,
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the decrease in revenue during FY2018 as compared to FY2017 is mainly due to the decrease in
amount of work performed for certain projects where the decrease in revenue recognised of
approximately MOP94.2 million in aggregate were recorded from Project P1, Project P2 and
Project PS5 is which had a substantial amount of revenue recognised during FY2017, with
approximately MOP160.1 million in aggregate of revenue recognised during FY2017 and only
approximately MOP65.9 million in aggregate of revenue recognised during FY2018. In
particular, the aforementioned decrease was mainly driven by the decrease in our revenue
derived from our Project’s with latest contract sum of above MOP100 million, which is mainly
contributed by the decrease in revenue from Project P1 and Project P2, where revenue from
projects with the latest contract sum of above MOP100 million contributed approximately
MOP183.3 million for FY2017 and approximately MOP92.1 million for FY2018. The decrease
in revenue contributed by Project P1 and Project P2 is mainly due to these projects approaching
its latter stages for FY2018, which generally would result in a relatively lower level of revenue
being recognised at such stages.

Such decrease in revenue during FY2018 was mainly offsetted by the increase in revenue
recognised of approximately MOP48.9 million in aggregate from Project P3, Project P6 and
Project P7 which had a substantial amount of revenue recognised during FY2018, with
approximately MOP85.9 million of revenue recognised during FY2018 and only approximately
MOP37.0 million of revenue recognised during FY2017. The aforementioned increase in revenue
recognised form Project P3, Project P6 and Project P7 was mainly due to a relatively greater
portion of works completed during FY2018 as compared to FY2017, of which no work were
performed for Project P6 and Project P7 during FY2017 as such project only commenced during
March 2018 and April 2018, respectively.

Comparison of revenue for 7M2018 and 7M2019

Our revenue generated from provision of E&M engineering works decreased from
approximately MOP118.6 million for 7M2018 to approximately MOP110.0 million for 7M2019,
representing a decrease of approximately MOPS8.6 million or approximately 7.2%. Despite the
increment in the number of projects undertaken by us during 7M2019 as compared to 7M2018,
the decrease in revenue during 7M2019 as compared to 7M2018 is mainly due to the decrease in
amount of work performed for certain projects where the decrease in revenue recognised of
approximately MOP74.8 million in aggregate were recorded from Project P2, Project P3, Project
P5, Project P6 and Project P7 which had a substantial amount of revenue recognised during
7M2018, with approximately MOP96.0 million of revenue recognised during 7M2018 and only
approximately MOP21.2 million of revenue recognised during 7M2019. In particular, the
aforementioned decrease was mainly driven by the decrease in our revenue derived from our
Projects with latest contract sum of above MOPI100 million, which decrease is mainly
contributed by the decrease in revenue from Project P2 and Project P3, where revenue from
projects with the latest contract sum of above MOP100 million contributed approximately
MOP78.5 million for 7M2018 and approximately MOP29.0 million for 7M2019. The
aforementioned decrease in revenue contributed by (i) Project P2 and Project P3 is mainly due to
such project being closed to its completion, resulting in a relatively lower level of revenue being
recognised for 7M2019; and (ii) Project PS5 where such project was completed in January 2019.
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Such decrease in revenue during 7M2019 was mainly offsetted by the increase in revenue
recognised of approximately MOP42.5 million in aggregate from Project P8, Project P9, Project
P10, Project P11, Project S16 and Project S18 which had a substantial amount of revenue
recognised during 7M2019, with approximately MOP45.2 million in aggregate of revenue
recognised during 7M2019 and approximately MOP2.7 million revenue recognised during
7M2018. The aforementioned increase in revenue recognised from Project P8, Project PO,
Project P10, Project P11, Project S16 and Project S18 was mainly due to a greater portion of
works completed during 7M2019 as compared to 7M2018, in which Project P9, Project P10,
Project P11, Project S16 and Project S18 only commenced during December 2018, August 2018,
November 2018, March 2019, June 2019, respectively.

Cost of sales

Our cost of sales mainly comprise of (i) costs of materials; (ii) subcontracting costs; (iii)
staff costs; and (iv) other expenses.

The following table sets forth the breakdown of our cost of sales by nature during the
Track Record Period:

FY2016 FY2017 FY2018 TM2018 TM2019
MOP’000 %  MOP’000 %  MOP’000 %  MOP’000 %  MOP’000 %
(unaudited)

Cost of materials 37,404 353 58,034 374 471916 372 41,168 472 13,065 167

Subcontracting
costs 63,878 603 91,138 58.2 72,200 56.0 41,399 474 62,078 79.6
Staff costs 932 0.9 1,372 0.9 1,014 0.8 581 0.7 560 0.7
Others ™"/ 3,081 335 5,569 335 1,758 6.0 4,109 4.7 2,321 3.0
105,895 100.0 156,713 100.0 128,888 100.0 87,257 100.0 78,024 100.0
Note:
1. Others mainly represent expenses such as drawing expenses, travelling expenses and tools expenses.

Our total cost of sales amounted to approximately MOP105.9 million, MOP156.7 million,
MOP128.9 million, MOP87.3 million and MOP78.0 million for FY2016, FY2017, FY2018,
7M2018 and 7M2019, respectively.

Cost of materials
Cost of materials mainly represents the expenses of direct materials which are used for the

provision of our E&M engineering works. For FY2016, FY2017, FY2018, 7M2018 and 7M2019,
our cost of materials amounted to approximately MOP37.4 million, MOP58.6 million, MOP47.9
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million, MOP41.2 million and MOP13.1 million, representing approximately 35.3%, 37.4%,
37.2%, 47.2% and 16.7% of our total cost of sales, respectively.

Subcontracting costs

Subcontracting costs represent charges and fees paid to our subcontractors who mainly
provide labour and services necessary for the completion of the E&M engineering works
undertaken by us. For FY2016, FY2017, FY2018, 7M2018 and 7M2019, subcontracting costs
amounted to approximately MOP63.9 million, MOP91.1 million, MOP72.2 million, MOP41.4
million and MOP62.1 million, representing approximately 60.3%, 58.2%, 56.0%, 47.4% and
79.6% of our total cost of sales, respectively. Included in our subcontracting costs were costs
that were paid for our imported workers that were analogous with our direct staff in terms of
operation which amounted to approximately MOP17.6 million, MOP23.2 million, MOP27.9
million and MOP14.9 million for FY2016, FY2017, FY2018 and 7M2019, respectively. For
further information, please refer to the paragraph headed “Business — Our Subcontractors —
Imported workers”

Staff costs

Staff costs represent the salaries and other benefits directly attributable to the provision of
our E&M engineering works. For FY2016, FY2017, FY2018, 7M2018 and 7M2019, staff costs
amounted to approximately MOPO0.9 million, MOP1.4 million, MOP1.0 million, MOPO0.6 million
and MOPO0.6 million, representing approximately 0.9%, 0.9%, 0.8%, 0.7% and 0.7% of our total
cost of sales, respectively.

Comparison of cost of sales for FY2016 and FY2017

Our cost of sales increased from approximately MOP105.9 million for FY2016 to
approximately MOP156.7 million for FY2017, representing an increase of approximately
MOP50.8 million or approximately 48.0%. Such increase is generally in line with our increase in
revenue. The increase of our cost of sales was mainly attributable to (i) the increase in our cost
of materials of approximately MOP21.2 million, or 56.8%, from approximately MOP37.4 million
for FY2016 to approximately MOP58.6 million for FY2017 which was mainly due to increase in
cost of materials incurred for Project P2, Project P3 and Project P5 which had a relatively
greater portion of work performed during FY2017 as compared to FY2016; (ii) the increase in
our subcontracting costs of approximately MOP27.3 million, or 42.7%, from approximately
MOP63.9 million for FY2016 to approximately MOP91.1 million for FY2017 which was mainly
due to increase in our subcontracting costs incurred for Project P1, Project P2 and Project P3
which had a greater portion of work performed during FY2017 and resulted in a larger volume
of work subcontracted to our subcontractors.

Comparison of cost of sales for FY2017 and FY2018

Our cost of sales decreased from approximately MOP156.7 million for FY2017 to
approximately MOP128.9 million for FY2018, representing a decrease of approximately
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MOP27.8 million or approximately 17.8%. Such decrease was generally in line with our
decrease in revenue. The decrease of our cost of sales was mainly attributable to (i) the decrease
in our cost of materials of approximately MOP10.7 million, or 18.3%, from approximately
MOP58.6 million for FY2017 to approximately MOP47.9 million for FY2018 which was mainly
due to decrease in cost of materials incurred for Project P2 and Project P5 which had a relatively
lower portion of work performed during FY2018 as compared to FY2017; and (ii) the decrease
in our subcontracting costs of approximately MOP18.9 million, or 20.8%, from approximately
MOPOII1.1 million for FY2017 to approximately MOP72.2 million for FY2018 which was mainly
due to the decrease in our subcontracting costs incurred for Project P1 and Project P2 which had
a relatively lower portion of work performed during FY2018 and resulted in a lower volume of
work subcontracted to our subcontractors.

Comparison of cost of sales for 7M2018 and 7M2019

Our cost of sales decreased from approximately MOP87.3 million for 7M2018 to
approximately MOP78.0 million for 7M2019, representing a decrease of approximately MOP9.2
million or approximately 10.6%. The decrease of our cost of sales was mainly attributable to (i)
the decrease in our cost of materials of approximately MOP28.1 million, or 68.3%, from
approximately MOP41.2 million for 7M2018 to approximately MOPI13.1 million for 7M2019
which was mainly due to decrease in our cost of materials incurred for Project P2, Project P3,
Project P6 and Project P7 which had a relatively lower portion of work performed during
7M2019 as compared to 7M2018.

Gross profit and gross profit margin

The following table sets forth our gross profit and gross profit margin during the Track
Record Period:

FY2016 FY2017 FY2018 TM2018 T™M2019
MOP’000 %  MOP’000 %  MOP'000 %  MOP'000 %  MOP’000 %
(unaudited)
Gross profit and
gross profit
margin 33791 242 51,200 246 56,341 304 31,386 26.5 32,020 29.1

Our gross profit amounted to approximately MOP33.8 million, MOP51.2 million, MOP56.3
million, MOP31.4 million and MOP32.0 million for FY2016, FY2017, FY2018, 7M2018 and
7TM2019, respectively, whereas the gross profit margin was 24.2%, 24.6%, 30.4%, 26.5% and
29.1% for the respective years/periods.

The gross profit margin for the provision of E&M engineering works are primarily affected

by the contract sum we charge for our E&M engineering works, our subcontracting costs, and
purchase of materials for providing such works. We generally adopt a cost estimate plus mark-up

- 235 -



FINANCIAL INFORMATION

pricing model for our E&M engineering projects. The mark-up is determined based on the size
of the projects thereof and the nature and complexity of E&M engineering works.

Comparison of gross profit and gross profit margin for FY2016 and FY2017

Our gross profit increased by approximately MOPI17.4 million or 51.5% from
approximately MOP33.8 million for FY2016 to approximately MOP51.2 million for FY2017.
Such increase was mainly due to the increase in gross profit recorded of approximately
MOP21.4 million from Project P1, Project P2 and Project P3, which had approximately
MOP41.7 million of gross profit recorded in aggregate during FY2017 and only approximately
MOP20.3 million of gross profit recorded in aggregate during FY2016 as a greater portion of
these projects were completed during FY2017. Such increase was mainly offset by the decrease
in gross profit recorded of approximately MOP4.7 million from Project P4, which had
approximately MOPS5.2 million of gross profit recorded during FY2016 and approximately
MOPO.5 million of gross profit recorded during FY2017 as a greater portion of such project was
completed during FY2016.

The gross profit margin for our provision of E&M engineering works remained relatively
stable at 24.2% for FY2016 and 24.6% for FY2017.

Comparison of gross profit and gross profit margin for FY2017 and FY2018

Our gross profit increased by approximately MOPS5.1 million or 10.0% from approximately
MOP51.2 million for FY2017 to approximately MOP56.3 million for FY2018. Such increase was
mainly due to the increase in gross profit recorded of approximately MOP23.2 million from
Project P3, Project P6 and Project P7, which had approximately MOP35.5 million of gross profit
recorded in aggregate during FY2018 and only approximately MOP12.3 million of gross profit
recorded in aggregate during FY2017 as a greater portion of these projects were completed
during FY2018. Such increase was mainly offset by the decrease in gross profit recorded of
approximately MOP18.5 million from Project P1, Project P2 and Project PS5, which had
approximately MOP31.7 million of gross profit recorded in aggregate during FY2017 and
approximately MOP13.2 million of gross profit recorded in aggregate during FY2018 as a
greater portion of such projects were completed during FY2017.

The gross profit margin for our provision of E&M engineering works increased from 24.6%
for FY2017 to 30.4% for FY2018. The increase was mainly attributable to Project P3 and
Project P6 which contributed a relatively large portion of our gross profit and had a relatively
higher gross profit margin as compared to the general gross profit margin of other projects. A
relatively high gross profit margin was recorded for (i) Project P3 which contributed
approximately MOP17.1 million of our gross profit for FY2018 and had a gross profit margin of
approximately 40.0%. The relatively higher gross profit margin for such project was mainly due
to the variation works which were negotiated and agreed with Customer B, in which
approximately MOP16.2 million and MOP13.9 million of variation works were negotiated and
agreed with Customer B in addition to the original contract sum of approximately MOP75.4
million for Project P3 during FY2017 and FY2018, as a result of the alteration of the
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construction plan of the project after the temporary suspension of the Project as ordered by the
main contractor; and (ii) Project P6 which contributed approximately MOP14.8 million of our
gross profit for FY2018 and had a gross profit margin of approximately 35.6%. The relatively
higher gross profit margin for such project was mainly due to our successful negotiation with
our customers for a relatively higher profit margin in view of the short completion time required
by Customer C as compare to projects with similar project scale and technical complexity, where
over approximately 90% of such project were completed during the nine months in FY2018
following the commencement of the project in March 2018.

Comparison of gross profit and gross profit margin for 7M2018 and 7M2019

Our gross profit remained stable of approximately MOP31.4 million for 7M2018 and
approximately MOP32.0 million for 7M2019. The gross profit margin for our provision of E&M
engineering works increased from approximately 26.5% for 7M2018 to approximately 29.1% for
7M2019. The increase was mainly attributable to the relatively higher gross profit margin
recorded for (i) supply installation and maintenance projects which was higher than that of
supply and installation projects and maintenance projects which was mainly driven by Project P1
which contributed approximately MOP4.8 million of our gross profit for 7M2019 and were at
their latter stage and approaching practical completion, of which the cost in engaging for
subcontracting works was relatively lower and therefore a relatively higher gross profit margin
is recorded for such project; and (ii) Project P3 which contributed approximately MOP5.6
million of our gross profit for 7M2019 which was due to the variation work agreed with
Customer B during mid 2018 as mentioned above where the gross profit from such variation
works had a relatively greater contribution to the gross profit for 7M2019 as compared to
7M2018.

Other income

Our other income and other gains primarily consist of interest income.

The following table sets forth the breakdown of other income during the Track Record
Period:

FY2016 FY2017 FY2018 TM2018 TM2019
MOP’000 %  MOP’000 %  MOP’000 %  MOP’000 %  MOP’000 %
(unaudited) (unaudited)
Interest income 1 345 69  69.0 123 100.0 14 100.0 34 895
Others 135 655 31 310 - - - - 4 105
206 100.0 100 100.0 123 100.0 14 100.0 38 100.0

Our other income amounted to approximately MOP206,000, MOP100,000, MOP123,000,
MOP14,000 and MOP38,000 for FY2016, FY2017, FY2018, 7M2018 and 7M2019, respectively.
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Administrative expenses

Our administrative expenses primarily consist of (i) staff costs which mainly represents
salaries, wages and bonus payable to our staffs, including our Directors; (ii) depreciation which
mainly represents the depreciation expenses for property, plant and equipment; (iii) management
fee which mainly represents building management fee; (iv) insurance which mainly represents
our insurance expenses for public liability insurance to protect our office in Macau and
employees’ compensation insurance for our Directors and employees working in our offices and
warehouses; (v) bank charges and (vi) legal and professional fees.

The following table sets forth the breakdown of administrative expenses during the Track
Record Period:

FY2016 FY2017 FY2018 TM2018 T™M2019
MOP’000 %  MOP 000 %  MOP000 %  MOP000 %  MOP 000 %
(unaudited)
Staff costs 2,601 57.0 3,547 60.0 3912 624 1,848 583 3,892 66.8
Depreciation 975 214 1,572 26.6 1,530 244 70 243 1,142 19.6
Insurance 223 4.9 269 4.6 261 42 248 1.8 294 5.0
Management fee 206 45 - - - - - - - -
Bank charges 104 23 173 2.9 260 4.1 185 5.8 237 4.1
Legal and
professional
fees 118 2.6 93 1.6 178 2.8 50 1.6 67 1.1
Others 334 1.3 255 4.3 134 2.1 68 2.2 197 34
4,561 100.0 5,909 100.0 6,275 100.0 3,169 100.0 5,829 100.0
Note:
1. Others mainly represent short-term lease payments, building management fee, telephone and postage

expenses, printing and stationery expenses and utilities expenses.

Our administrative expense amounted to approximately MOP4.6 million, MOP5.9 million,
MOP6.3 million, MOP3.2 million and MOP5.8 million for FY2016, FY2017, FY2018, 7M2018
and 7M2019, respectively.

Comparison of administrative expenses for FY2016 and FY2017

Our administrative expense increased by approximately MOPI1.3 million or 29.6% from
approximately MOP4.6 million for FY2016 to approximately MOP5.9 million for FY2017. Such
increase was mainly due to (i) the increase in our total staff costs of approximately MOPO0.9
million which was mainly due to salary increment during FY2017; and (ii) the increase in
depreciation of approximately MOP0.6 million.
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Comparison of administrative expenses for FY2017 and FY2018

Our administrative expense remained stable at approximately MOPS5.9 million for FY2017
and approximately MOP6.3 million for FY2018.

Comparison of administrative expenses for 7M2018 and 7M2019

Our administrative expense increased by approximately MOP2.7 million or 83.9% from
approximately MOP3.2 million for 7M2018 to approximately MOP5.8 million for 7M2019. Such
increase was mainly due to (i) the increase in our total staff costs of approximately MOP2.0
million which was mainly due to the discretionary bonus for our staff; and (ii) the increase in
our depreciation expenses which was mainly driven by the increase in our right-of-use assets for
buildings.

Interest on lease liabilities

Our interest on lease liabilities consist of interest expenses on lease liabilities. Our interest
on lease liabilities amounted to approximately MOP83,000, MOP75,000, MOP36,000,
MOP27,000 and MOP51,000 for FY2016, FY2017, FY2018, 7M2018 and 7M2019, respectively.

Listing expenses

Our estimated listing expenses primarily consist of underwriting commissions in addition to
professional fees paid to the Sponsor, legal advisers, the reporting accountant and other
professional parties for their services rendered in relation to the Share Offer. Assuming the
Over-allotment Option is not exercised and assuming an Offer Price of HK$0.30 per Share,
being the mid-point of our indicative price range for the Share Offer stated in the prospectus, the
total listing expenses will be approximately MOP53.1 million, of which approximately MOP22.4
million is directly attributable to the Share Offer and will be accounted for as a deduction from
our equity upon Listing and the amount of approximately MOP30.7 million was charged to our
Company’s profit or loss, of which approximately MOP6.3 million, MOP0.4 million, MOP1.7
million and MOP15.0 million were charged to our Company’s profit or loss for FY2016,
FY2017, FY2018 and 7M2019, respectively and approximately MOP7.3 million, will be charged
to profit or loss of our Company for the five months ended 31 December 2019 and FY2020. The
estimated listing expenses are subject to adjustments based on the actual amount incurred or to
be incurred.

Taxation

Our Group is subject to income tax on an entity basis on profits arising in or derived from
the jurisdictions in which members of our Group are domiciled and operated.
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Cayman Islands/BVI profits tax

The entities of our Group established in the Cayman Islands and the BVI are exempted
from income tax.

Hong Kong profits tax

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profits for the
Track Record Period. On 21 March 2018, the Hong Kong Legislative Council passed The Inland
Revenue (Amendment) (No. 7) Bill 2017 (the “Bill”) which introduces the two-tiered profits tax
rates regime. The Bill was signed into law on 28 March 2018 and was gazette on the following
day. Under the two-tiered profits tax rates regime, the first HK$2 million of profits of the
qualifying group entity will be taxed at 8.25%, and profits above HK$2 million will be taxed at
16.5%. The profits of group entities not qualifying for the two-tiered profits tax rates regime
will continue to be taxed at a flat rate of 16.5%.

No provision of Hong Kong Profits Tax was made as the subsidiaries in Hong Kong has no
assessable income during the Track Record Period.

Macau complementary tax

Macau Complementary Tax is calculated at a rate of 12% on the estimated assessable profit
exceeding MOPO0.6 million for the Track Record Period.

During our Track Record Period, all of our Group’s revenue was derived from Macau.
Therefore, we are subject to Macau complementary tax.

Our income tax expense amounted to approximately MOP3.8 million, MOP6.0 million,
MOP6.9 million, MOP3.7 million and MOP3.7 million for FY2016, FY2017, FY2018, 7M2018
and 7M2019, respectively.

Our effective tax rate, calculated as income tax expense divided by profit before taxation
for FY2016, FY2017, FY2018, 7M2018 and 7M2019, was approximately 16.3%, 13.4%, 14.3%,
13.8% and 33.4%, respectively.

Our income tax expenses increased by approximately MOP2.2 million or 59.7% from
approximately MOP3.8 million for FY2016 to approximately MOP6.0 million for FY2017. Such
increase was mainly due to our increase in profit before taxation. Our effective tax rate for
FY2016 and FY2017 was approximately 16.3% and 13.4%, respectively, which was higher than
the profit tax rate of 12% in Macau as a result of the non tax deductible expenses incurred
during FY2016 and FY2017.

Our income tax expenses increased by approximately MOP0.9 million or 15.3% from

approximately MOP6.0 million for FY2017 to approximately MOP6.9 million for FY2018. Such
increase was mainly due to our increase in profit before taxation. Our effective tax rate for
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FY2018 was 14.3% which was higher than the profit tax rate of 12% in Macau as a result of the
non tax deductible expenses incurred during FY2018.

Our income tax expenses remained stable at approximately MOP3.7 million for 7M2018
and 7M2019. Our effective tax rate for 7M2018 and 7M2019 was approximately 13.8% and
33.4%, respectively, which was higher than the profit tax rate of 12% in Macau as a result of the
non tax deductible expenses incurred during 7M2018 and 7M2019. The significant increase in
our effective tax rate from approximately 13.8% for 7M2018 to approximately 33.4% for
7M2019 was mainly due to the increase in our listing expenses in 7M2019 which are non tax
deductible expenses.

Profit and total comprehensive income for the year and net profit margin

Our profit and total comprehensive income for the year amounted to approximately
MOP19.3 million, MOP38.9 million, MOP41.5 million, MOP23.1 million and MOP7.3 million
for FY2016, FY2017, FY2018, 7M2018 and 7M2019, respectively, representing a net profit
margin of approximately 13.8%, 18.7%, 22.4%, 19.5% and 6.6%, respectively.

Our Group’s profit and total comprehensive income for the year increased by approximately
MOP19.6 million or 102.0% from approximately MOP19.3 million for FY2016 to approximately
MOP38.9 million for FY2017, which was mainly attributable to the combined effect of (i) the
increase in revenue generated for the reasons as discussed previously in this section; and (ii) the
decrease in our listing expenses. Our net profit margin increased from approximately 13.8% for
FY2016 to approximately 18.7% for FY2017. Such increase was mainly attributable to the
decrease in listing expenses recorded for FY2017. Excluding the listing expenses, our net profit
margin for FY2016 and FY2017 were approximately 18.3% for FY2016 and 18.9% for FY2017.

Our Group’s profit and total comprehensive income for the year increased by approximately
MOP2.6 million or 6.7% from approximately MOP38.9 million for FY2017 to approximately
MOP41.5 million for FY2018, which was mainly attributable to the increase in gross profit
generated for the reasons as discussed previously in this section. Our net profit margin increased
from approximately 18.7% for FY2017 to approximately 22.4% for FY2018. Such increment was
mainly attributable to the increase in our gross profit margin for the reasons as discussed
previously in this section.

Our Group’s profit and total comprehensive income for the year decreased by
approximately MOP15.8 million or 68.4% from approximately MOP23.1 million for 7M2018 to
approximately MOP7.3 million for 7M2019, which was mainly attributable to (i) the increase in
our listing expenses; and (ii) the increase in administrative expenses for the reasons as discussed
previously in this section. Our net profit margin decreased from approximately 19.5% for
7M2018 to approximately 6.6% for 7M2019. Such decrement was mainly the increment in our
listing expenses recorded for 7M2019. Excluding the listing expenses, our net profit margin for
7M2018 and 7M2019 were approximately 20.7% for 7M2018 and 20.3% for 7M2019.
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LIQUIDITY AND CAPITAL RESOURCES

Cash flows

The following table sets forth a selected summary of our consolidated statements of cash
flows for the years/periods indicated:

FY2016 FY2017 FY2018 T™M2018 T™M2019
MOP’000  MOP’000  MOP’000  MOP’000  MOP’000

(unaudited)

Operating cash flow before

movements in working capital 24,009 46,487 49,856 27,597 12,352
Net cash from/(used in) operating

activities 25,115 28,838 18,996 (7,300) 6,578
Net cash used in investing

activities (6,491) (4,082) (21,451) (729) (67)
Net cash from/(used in) financing

activities 1,384 (3,173) (15,658) (1,499) (4,932)
Net increase/(decrease) in cash

and cash equivalents 20,008 21,583 (18,113) (9,528) 1,579
Cash and cash equivalents at

beginning of the year/period 3,473 23,481 45,064 45,064 26,951
Cash and cash equivalents at end

of the year/period 23,481 45,064 26,951 35,536 28,530

Net cash from/(used in) operating activities

During the Track Record Period, our net cash from/(used in) operating activities mainly
represented our profit before taxation, being adjusted for depreciation, interest expenses and
income, the effects of changes in working capital and income tax paid.

For FY2016, we had net cash from operating activities of approximately MOP25.1 million,
primarily as a result of profit before taxation of approximately MOP23.0 million, and primarily
combined with the following factors: positively adjusted by the increase in trade and other
payables of approximately MOP32.3 million mainly due to the increase in trade payables
balances; and negatively adjusted by (i) the increase in trade and other receivables of
approximately MOP24.1 million mainly due to the increase in trade receivables balances; (ii) the
increase in net contract assets/liabilities of approximately MOPS5.0 million which is mainly due
to the increase in contract assets during FY2016 for the E&M engineering works performed by
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us towards the year end which are not yet invoiced by us since we have yet to submit our
payment application for the work performed and/or yet to be certified by our customers for the
work performed; and (iii) income tax paid of approximately MOP2.1 million.

For FY2017, we had net cash from operating activities of approximately MOP28.8 million,
primarily as a result of profit before taxation of approximately MOP44.9 million, and primarily
combined with the following factors: positively adjusted by the decrease in trade and other
receivables of approximately MOP25.5 million mainly due to the net effect of the (i) decrease in
our trade receivable balances due to the settlement of the payment receivables from Customer
Al for Project P1, Customer A2 for certain projects, Customer C for certain projects and
Customer D for certain projects; and the increase in our other receivables balances due to the
increase in our prepayment made to Supplier B; and negatively adjusted by (i) the increase in
net contract assets/liabilities of approximately MOP16.1 million which is mainly due to the
increase in our contract assets driven by the increase in E&M engineering works performed by
us during FY2017 mainly attributable from Project P2 and Project P3 were relatively greater
amount of variation orders are performed for such projects which delayed the billing and
settlement as more time was needed for calculation and inspection by the customer and the
increase in our retention money which is mainly attributable to Project P2; and (ii) decrease in
trade and other payables of approximately MOP25.9 million mainly due to settlement of trade
payables balances of Ready Electrical Metal, Supplier F and Customer C.

For FY2018, we had net cash from operating activities of approximately MOP19.0 million,
primarily as a result of profit before taxation of approximately MOP48.4 million, and primarily
combined with the following factors: negatively adjusted by (i) the increase in trade and other
receivables of approximately MOP23.2 million which is mainly due to increase in trade
receivables balances from Customer A2 for Project P2 in which a relatively large amount was
billed to the customer in November 2018 and December 2018 and Project P12 and Customer C
for Project P6 and Project P11; and (ii) income tax paid of approximately MOP7.4 million.

For 7M2018, we had net cash used in operating activities of approximately MOP7.3
million, primarily as a result of profit before taxation of approximately MOP26.8 million, and
primarily combined with the following factors: negatively adjusted by (i) the increase in trade
and other receivables of approximately MOP30.3 million which is mainly due to Customer A2
for Project P2 where a relatively large amount was billed to our customer in March 2018; and
(i1) increase in net contract assets/liabilities of approximately MOPS5.7 million mainly driven by
the increase in E&M engineering works performed by us during 7M2018 for Project P3 and
Project P6. The negative operating cash flows for the 7M2018 was mainly due to the increase in
trade and other receivables and increase in net contract assets/liabilities for the reasons as
mentioned above. For further details of the fluctuations, please refer to the section headed
“Financial Information — Analysis on various items in the consolidated statements of financial
position” in the prospectus.

For 7M2019, we had net cash from operating activities of approximately MOP6.6 million,

primarily as a result of profit before taxation of approximately MOP11.0 million, and primarily
combined with the following factors: positively adjusted by the increase in trade and other
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payables of approximately MOP11.2 million mainly due to the increase in payable balances of
Subcontractor C, Subcontractor G and Subcontractor H; and negatively adjusted by the increase
in net contract assets/liabilities of approximately MOP17.8 million which is mainly driven by
the increase in E&M engineering works, performed by us during 7M2019 for Project P9 and
Project P13.

Net cash used in investing activities

During the Track Record Period, our investing activities primarily related to our time
deposits, pledged bank deposits and amounts due from related companies and Directors.

Net cash used in investing activities was approximately MOP6.5 million for FY2016, which
was mainly due to the placements of time deposit of approximately MOP20.0 million and mainly
offset by the repayment from related companies from approximately MOP13.6 million.

Net cash used in investing activities was approximately MOP4.1 million for FY2017, which
was mainly due to (i) the advance to related companies of approximately MOP2.2 million; (ii)
the placement of pledged bank deposits of approximately MOP19.4 million which are pledged to
secure the performance bonds granted to the Group; and (iii) the placement of time deposit of
approximately MOP7.0 million; and negatively adjusted by (i) the repayment from related
companies of approximately MOPS5.4 million; and (ii) the withdrawal of time deposit of
approximately MOP20.0 million.

Net cash used in investing activities was approximately MOP21.5 million for FY2018,
which was mainly due to (i) the purchase of property, plant and equipment of approximately
MOP14.6 million which is mainly attributable to the purchase of our building during FY2018;
(i1) the placement of pledged bank deposits of approximately MOP6.5 million which are pledged
to secure the performance bonds granted to the Group and (iii) the placement of time deposit of
approximately MOP7.4 million; and negatively adjusted by the withdrawal of time deposit of
approximately MOP7.0 million.

Net cash used in investing activities was approximately MOPO0.7 million for 7M2018,
which was mainly due to the placement of time deposit of approximately MOP7.4 million; and
negatively adjusted by the withdrawal of time deposit of approximately MOP7.0 million.

Net cash used in investing activities was approximately MOP67,000 for 7M2019, which
was mainly due to (i) the placement of time deposit of approximately MOP7.0 million and
negatively adjusted by the withdrawal of time deposit of approximately MOP7.4 million.

Net cash from/(used in) financing activities

During the Track Record Period, our financing activities primarily related to our amount
due to related companies, issue of shares and repurchase of shares.
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Net cash from financing activities was approximately MOP1.4 million for FY2016, which
was mainly due to issue of shares of approximately MOP10.3 million which represents the
3,250,000 shares issued to Convoy Collateral Limited and 1,750,000 shares issued to DRL
Capital (both are Independent Third Parties) on 8 January 2016. For further details, please refer
to the section headed “History, Reorganisation and Group Structure” in the prospectus; and
partially offset by (i) the repayment to related companies of approximately MOP8.0 million; and
(ii) repayment of principal on lease liabilities of approximately MOP0.9 million.

Net cash used in financing activities was approximately MOP3.2 million for FY2017,
which was mainly due to (i) the repayment of principal on lease liabilities of approximately
MOP1.5 million; and (ii) repayment to related companies of approximately MOP1.8 million.

Net cash used in financing activities was approximately MOP15.7 million for FY2018,
which was mainly due to (i) the repurchase of shares of approximately MOP13.9 million which
represents the 3,250,000 shares repurchased from Convoy Collateral Limited and 1,750,000
shares repurchased from DRL Capital (both are Independent Third Parties) on 24 December
2018. For further details, please refer to the section headed “History, Reorganisation and Group
Structure” in the prospectus; and (ii) repayment of principal on lease liabilities of approximately
MOP1.4 million.

Net cash used in financing activities was approximately MOP1.5 million for 7M2018,
which was mainly due to the repayment of principal on lease liabilities of approximately

MOPO0.8 million.

Net cash used in financing activities was approximately MOP4.9 million for 7M2019,
which was mainly due to the deferred issue costs paid of approximately MOP3.5 million.
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NET CURRENT ASSETS

The following table sets forth the current assets and current liabilities as of the dates
indicated:

As at As at
As at 31 December 31 July 30 November
2016 2017 2018 2019 2019
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
(unaudited)
Current assets
Trade and other receivables 40,293 19,429 42,607 46,099 38,323
Contract assets 24,373 39,453 50,964 55,755 62,709
Amount due from a director 90 1,013 1,012 1,023 1,023
Amount due from immediate holding
company 473 483 586 586 586
Amounts due from related companies 8,017 213 213 - -
Pledged bank deposits - - 29,021 29,366 34,081
Time deposit 20,000 7,000 1,371 7,041 7,055
Bank balances and cash 23,481 45,004 26,951 28,530 38,571
116,727 112,655 158,725 168,400 182,348
Current liabilities
Trade and other payables 45,115 19,242 17,401 29,550 40,078
Contract liabilities 2,485 1,505 14,539 1,574 3,881
Lease liabilities 819 802 672 955 1,190
Amounts due to directors 209 386 360 - 9
Amounts due to related companies 2,270 460 164 - -
Taxation payable 5,428 10,260 9,823 13,486 6,932
56,326 32,655 42,959 45,565 52,090
Net current assets 60,401 80,000 115,766 122,835 130,258
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Our Group’s current assets mainly consisted of (i) trade and other receivables; (ii) contract
assets; (iii) amounts due from related companies; (iv) pledged bank deposits; (v) time deposit;
and (vi) bank balances and cash. Our Group’s current liabilities mainly consisted of (i) trade and
other payables; (ii) contract liabilities; (iii) amounts due to related companies; and (iv) taxation
payable. Our net current assets, being the difference between total current assets and total
current liabilities remained positive during the Track Record Period.

Our net current assets increased by approximately MOP19.6 million or 32.4% from
approximately MOP60.4 million as at 31 December 2016 to approximately MOP80.0 million as
at 31 December 2017. The increase was mainly due to the (i) increase of contract assets of
approximately MOP15.1 million which is mainly due to the increase in E&M engineering works
performed by us during FY2017 which is inline with the increase in our revenue during FY2017
and mainly attributable from the increase in contract assets for our works performed from
Project P2 and Project P3 were relatively greater amount of variation orders are performed for
such projects which delayed the billing and settlement as more time was needed for calculation
and inspection by the customer and the increase in our retention money which is mainly
attributable to Project P2; (ii) increase in bank balances and cash of approximately MOP21.6
million which is mainly due to the increase of net cash from operating activities as detailed in
the paragraph headed “Liquidity and capital resources — Cash Flows — Net cash from/(used in)
operating activities” in this section; and (iii) decrease in trade and other payables of
approximately MOP25.9 million mainly due to settlement of trade payables balances of Ready
Electrical Metal, Supplier F and Customer C, which was partially offset by the (i) decrease of
trade receivables of approximately MOP29.8 million which is mainly due to the settlement of
the payment receivables from Customer Al for Project P1, Customer A2 for certain projects,
Customer C for certain projects and Customer D for certain projects; and (ii) increase in taxation
payable of approximately MOP4.8 million due to the profitability of our operations.

Our net current assets increased by approximately MOP35.8 million or 44.7% from
approximately MOP80.0 million as at 31 December 2017 to approximately MOP115.8 million as
at 31 December 2018. The increase was mainly due to the (i) increase of trade receivables of
approximately MOP27.0 million which is mainly due to the increase in receivables balances
from Customer A2 for Project P2 in which a relatively large amount was billed to the customer
in November 2018 and December 2018 and Project P12 and Customer C for Project P6 and
Project P11; (ii) increase in contract assets of approximately MOPI11.5 million which is mainly
due to the increase in contract assets from the performing of E&M engineering works for Project
P1, Project P3 and Project P9; and (iii) increase in pledged bank deposits of approximately
MOP29.0 million which are pledged to secure the performance bonds granted to the Group,
which was partially offset by the (i) decrease of bank balances and cash of approximately
MOP18.1 million mainly due to the increase of net cash used in investing activities and
financing activities as detailed in the paragraph headed “Liquidity and capital resources — Cash
Flows — Net cash used in investing activities” and “Liquidity and capital resources — Cash Flows
— Net cash from/(used in) financing activities” in this section; and (ii) increase of contract
liabilities of approximately MOP13.0 million mainly due to the receipt in advance from Project
P10, Project P11 and Project P12.
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Our net current assets increased by approximately MOP7.0 million or 6.1% from
approximately MOP115.8 million as at 31 December 2018 to approximately MOP122.8 million
as at 31 July 2019. The increase was mainly due to the (i) increase in contract assets of
approximately MOP4.8 million mainly due to the increase in contract assets which arises for our
work performed from Project P9 and Project P13 and (ii) decrease in contract liabilities of
approximately MOP13.0 million mainly due to the recognition of the contract liabilities to profit
or loss during 7M2019, which was partially offset by the increase of trade and other payable of
approximately MOP12.1 million mainly due to the increase in payable balances of Subcontractor
C, Subcontractor G and Subcontractor H.

Our net current assets increased by approximately MOP7.4 million or 6.0% from
approximately MOP122.8 million as at 31 July 2019 to approximately MOP130.3 million as at
30 November 2019. The increase was mainly due to the (i) increase in contract assets of
approximately MOP7.0 million which is mainly due to the increase in contract assets arises for
our work performed from Project P13; and (ii) decrease in trade and other receivables of
approximately MOP7.8 million which is due to the decrease in trade receivable balances of
Customer A2, which was offset by the increase in trade and other payable of approximately
MOP10.5 million which is mainly due to the increase in payable balances mainly due to our
purchases made for Project P13.

ANALYSIS OF VARIOUS ITEMS IN THE CONSOLIDATED STATEMENTS OF
FINANCIAL POSITION

Property, plant and equipment

During the Track Record Period, our property, plant and equipment mainly consisted of
buildings, right-of-use assets for buildings, leasehold improvements, furniture and fixtures,
office equipment, and motor vehicles. Our property, plant and equipment amounted to
approximately MOP1.1 million, MOP1.0 million, MOP15.4 million and MOP16.1 million as at
31 December 2016, 2017 and 2018 and 31 July 2019, respectively.

Our Group’s carrying amount of property, plant and equipment remained stable at
approximately MOPI1.1 million as at 31 December 2016 and MOP1.0 million as at 31 December
2017. Our Group’s carrying amount of property, plant and equipment increased from
approximately MOP1.0 million as at 31 December 2017 to approximately MOP15.4 million as at
31 December 2018. The increment was mainly attributable to the addition of buildings during
FY2018. Our Group’s carrying amount of property, plant and equipment increased from
approximately MOP15.4 million as at 31 December 2018 to approximately MOP16.1 million as
at 31 July 2019. The increment was mainly attributable to the addition of right-of-use assets for
buildings during 7M2019.
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Trade and other receivables

During the Track Record Period, our trade and other receivables mainly consist of (i) our
trade receivables which represents our payment receivables from our Group’s customers for the
certified work performed by us and billings raised to our customers but not yet settled; and (ii)
our other receivables mainly consist of our deposit for a construction contractor and deposits and
prepayments.

The following table sets forth the breakdown of our trade and other receivables as of the
dates indicated:

As at
As at 31 December 31 July
2016 2017 2018 2019

MOP’000 MOP’000 MOP’000 MOP’000

Trade receivables 39,408 9,640 36,655 38,416
Less: Allowance for credit loss - - - (216)
39,408 9,640 36,655 38,200

Deposit for a construction
contract — — 4,800 2,400
Deposits and prepayments 331 4,637 484 424
Deferred issue costs 554 554 554 5,010
Other receivables — 4,598 114 65
40,293 19,429 42,607 46,099

Trade receivables

Our trade receivables represents the payment receivables from our Group’s customers for
the certified work performed by us and billings raised to our customers but not yet settled.
During the Track Record Period, our trade receivables amounted to approximately MOP39.4
million, MOP9.6 million, MOP36.7 million and MOP38.2 million as at 31 December 2016, 2017
and 2018 and 31 July 2019, respectively.

Our trade receivables decreased from approximately MOP39.4 million as at 31 December
2016 to approximately MOP9.6 million as at 31 December 2017. Such decrease was mainly
attributable to the settlement of the payment receivables from Customer Al for Project PI,
Customer A2 for certain projects, Customer C for certain projects and Customer D for certain
project. Our trade receivables increased from approximately MOP9.6 million as at 31 December
2017 to approximately MOP36.7 million as at 31 December 2018. Such increase was mainly due
to increase in trade receivables from Customer A2 for Project P2 and Project P12 and Customer
C for Project P6 and Project P11. Our trade receivables increased from approximately MOP36.7
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million as at 31 December 2018 to approximately MOP38.2 million as at 31 July 2019. Such
increase was mainly due to increase in trade receivables from Customer Al for Project PI.

Our Group’s trading terms with customers are mainly on credit. The credit period for the
customers of provision of E&M engineering works is normally 30 to 60 days. Our Group seeks
to maintain strict control over its outstanding receivables and overdue balances are reviewed
regularly by senior management. Our Group does not hold any collateral or other credit
enhancements over its trade receivables balance. All trade receivables are non-interest-bearing.

The following table sets forth our aging analysis of the trade receivables based on the
invoice date as of the dates indicated:

As at
As at 31 December 31 July
2016 2017 2018 2019

MOP’000 MOP’000 MOP’000 MOP’000

Within 30 days 10,061 4,640 18,691 24,128
31 to 60 days 22,081 1,185 9,241 9,330
61 to 90 days 2,142 317 5,105 1,304
Over 90 days 5,124 3,498 3,618 3,438

39,408 9,640 36,655 38,200

The following table sets forth our aging analysis of the trade receivables which are past due
but not impaired as of the dates indicated:

As at
As at 31 December 31 July
2016 2017 2018 2019

MOP 000 MOP’000 MOP’000 MOP’000

Past due:

Within 30 days 1,214 516 3,882 7,452
31 to 60 days 1,790 - 5,097 1,304
61 to 90 days - - 1,679 2,509
Over 90 days 5,124 3,498 1,939 929

8,128 4,014 12,597 12,194
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Trade receivables of approximately MOPS8.1 million, MOP4.0 million, MOP12.6 million
and MOP12.2 million were past due but not impaired as at 31 December 2016, 2017 and 2018
and 31 July 2019, respectively. The aforesaid trade receivables are related to customers who
have no significant financial difficulty.

Before the application of HKFRS 9 on 1 January 2018, our Group has a policy regarding
impairment losses on trade receivables which is based on our evaluation of collectability and
aging analysis of accounts and on management’s judgement including the current
creditworthiness and the past collection history of each customer.

Our Group had not provided for impairment loss as at 31 December 2016 and 31 December
2017 before the initial application of HKFRS 9 on 1 January 2018 as we considered such
balances could be recovered based on historical experience or have been subsequently settled.

Since 1 January 2018, our Group applies the simplified approach to provide for expected
credit losses (“ECL”) on all trade receivables prescribed by HKFRS 9. To measure the ECL of
trade receivables, trade receivables have been assessed individually. The allowance for credit
losses of the trade receivables as at 31 December 2018 and 31 July 2019 were nil and
approximately MOPO0.2 million, respectively.

Before accepting any new customer, our Group assesses the potential customer’s credit
quality and defines credit limits by customer. In determining the recoverability of trade
receivables, we consider any change in the credit quality of the customers from the date credit
was initially granted up to the end of each of the reporting period. The majority of our trade
receivables that are past due but not impaired are from customers with good credit quality with
reference to respective settlement history and forward-looking information and our Group
considers any change in the expected life of the trade receivables at the end of each reporting
period. Our Group does not hold any collateral over these balances.

Out of our trade receivables of approximately MOP38.2 million as at 31 July 2019,

MOP38.0 million, or 99.4% of our trade receivables, was subsequently settled up to the Latest
Practicable Date.

- 251 -



FINANCIAL INFORMATION

The following table sets forth our subsequent settlement (by age group) of our Group’s
trade receivables as at 31 July 2019:

Subsequent

settlement

up to

the Latest

As at Practicable

31 July 2019 Date

MOP’000 MOP’000

Within 30 days 24,128 23,976
31 to 60 days 9,330 9,291
61 to 90 days 1,304 1,304
Over 90 days 3,438 3,398
38,200 37,969

The following table sets forth our average turnover days of trade receivables during the
Track Record Period:

FY2016 FY2017 FY2018 7M2019

Trade receivables turnover days

(Note) 72 43 46 72

Trade receivable turnover days

(comprising of contract assets
which include retention
receivables 126 99 135 175

Note:

1. The trade receivables turnover days for a year/period is the average trade receivables net of allowance for
impairment as of the relevant days divided by revenue for that year/period and multiplied by number of
days for the corresponding year/period.

2. For illustration purpose, trade receivable turnover days (comprising of contract assets which include

retention receivables) are calculated by dividing the sum of average trade receivables and contract assets
(as per note 18 of Appendix I to the prospectus) by revenue for the relevant year, and multiplying the
resulting value by 365 days for FY2016, FY2017, FY2018 and 7M2019. Average trade receivables and
contract assets (as per note 17 of Appendix I to the prospectus) equal to the sum of trade receivables and
contract assets (as per note 17 of Appendix I to the prospectus) at the beginning of the year plus trade
receivables and contract assets (as per note 17 of Appendix I to the prospectus) at the end of the year, and
divided by two.
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Our trade receivables turnover days were approximately 72 days, 43 days, 46 days and 72
days for FY2016, FY2017, FY2018 and 7M2019, respectively. Our Directors believe that our
trade receivables turnover days are relatively long during the Track Record Period, which was
mainly due to the fact that some of our major projects are from our major customers who are
large-scale project contractors who may need to carry a long internal and formal approval
process to settle our invoices. The decrease of trade receivables turnover days from
approximately 72 days for FY2016 to approximately 43 days for FY2017 was mainly attributable
to the relatively lower average trade receivable balances for FY2017 which was due to the
significant decrease in the trade receivable balances as at 31 December 2017 as a result of the
settlement of the trade receivable balances from Customer Al, Customer A2, Customer C and
Customer D during FY2017. Our trade receivable turnover days remained stable at
approximately 43 days and 46 days for FY2017 and FY2018, respectively. Our trade receivable
turnover days increased from approximately 46 days for FY2018 to 72 days for 7M2019. The
aforementioned increment in our trade receivable turnover days was mainly due to the increase
in our average trade receivable balances for 7M2019 which is due to the increase in trade
receivables as at 31 July 2019 from Customer A1 which was driven by the substantial portion of
work completed towards the period end for Project P1 of Customer Al. Based on the past
repayment history of our customer and our business relationships with the respective customers,
our Directors believe that all of our trade receivables balances are still recoverable.

Trade receivable turnover days (comprising of contract assets which include retention
receivables) indicate the average time required for us to collect payments from our customers
and to receive our retention money from cost occurrence. Our average trade receivable turnover
days (comprising of contract assets which include retention receivables) were approximately 126
days, 99 days, 135 days and 175 days for FY2016, FY2017, FY2018 and 7M2019, respectively.
The decrease in our average trade receivable turnover days (comprising of contract assets which
include retention receivables) from approximately 126 days for FY2016 to approximately 99
days for FY2017 was mainly due to the decrease in average trade receivable balances for
FY2017 which was due to the decrease in the trade receivable balances as at 31 December 2017
as a result of the settlement of the trade receivable balances from Customer Al, Customer A2,
Customer C and Customer D during FY2017. The increase in our average trade receivable
turnover days (comprising of contract assets which include retention receivables) from
approximately 99 days for FY2017 to approximately 135 days for FY2018 was mainly
attributable to the increase in the average contract assets balances during FY2018 which was due
to the increase in the contract assets balances as at 31 December 2018 as a result of the increase
in contract assets which arises for our work performed from Project P1, Project P3 and Project
P9. The increase in our average trade receivable turnover days (comprising of contract assets
which include retention receivables) from approximately 135 days for FY2018 to approximately
175 days for 7M2019 was mainly due to the increase in average trade receivable balances for
7M2019 which was due to increase in our average trade receivable balances for 7M2019 which
is due to the increase in trade receivables as at 31 July 2019 from Customer Al which was
driven by the substantial portion of work completed towards the period end for Project P1 of
Customer Al and the increase in the average contract assets balances during 7M2019 which was
due to the increase in the contract assets balances as at 31 July 2019 as a result of the increase
in contract assets which arises for our work performed from Project P9 and Project P13.
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Other receivables

During the Track Record Period, our other receivables mainly represents our (i) deposits for
a construction contract; and (ii) deposits and prepayments. As at 31 December 2016, 2017 and
2018 and 31 July 2019, our other receivables, deposits and prepayments amounted to
approximately MOPO0.9 million, MOP9.8 million, MOP6.0 million and MOP7.9 million
respectively. The increase in other receivables from approximately MOP0.9 million as at 31
December 2016 to approximately MOP9.8 million as at 31 December 2017 was mainly
attributable to the increase in our prepayment made to Supplier B of approximately MOP3.3
million and the increase in our other receivables balance from Ready System Engineering of
approximately MOP4.6 million, which is non-trade in nature, unsecured, interest-free and
repayable on demand. The other receivables balance from Ready System Engineering is fully
settled during the 7M2019.

The decrease in other receivables from approximately MOP9.8 million as at 31 December
2017 to approximately MOP6.0 million as at 31 December 2018 was mainly attributable to the
decrease in our prepayment made to Supplier B of approximately MOP3.3 million and the
decrease in our other receivable balances from Ready System Engineering of approximately
MOP4.6 million, which was partially offsetted by the increase in our deposit for a construction
contract made to Customer C for Project P6.

The increase in other receivables from approximately MOP6.0 million as at 31 December
2018 to approximately MOP7.9 million as at 31 July 2019 was mainly attributable to the
increase in our deferred issue costs of approximately MOP4.5 million which is netted off by the
decrease of our deposit for a construction contract made to Customer C for Project P6 as a result
of the release of our deposit for the aforementioned Project following the substantial completion
for such project.
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Contract assets and contract liabilities

As at As at
1 January As at 31 December 31 July
2016 2016 2017 2018 2019

MOP’000  MOP’000  MOP’000 MOP’000  MOP’000

Contract assets
Provision of electrical
and mechanical
engineering services 22,451 24,373 39,453 50,964 55,755

Contract liabilities
Provision of electrical
and mechanical
engineering services 5,578 2,485 1,505 14,539 1,574

During the Track Record Period, our contract assets, which are generated from the E&M
engineering works, consist of the difference between our cumulative contract revenue recognised
and the cumulative progress billings as at the end of the reporting period. As at 1 January 2016,
31 December 2016, 2017 and 2018 and 31 July 2019, our contract assets amounted to
approximately MOP22.5 million, MOP24.4 million, MOP39.5 million, MOP51.0 million and
MOP55.8 million, respectively.

As at the end of the reporting period, our contract assets is recognised based on the stage
of completion, and relate to our right to consideration for work completed and not billed because
such rights are conditional on quantity surveyors’ inspection whereas our payment of progress
billings is recorded based on the payment certificates obtained from our customers. Our contract
assets are transferred to trade receivables when our rights to the consideration for our work
completed become unconditional.

As at 31 December 2016, 2017 and 2018 and 31 July 2019, retention money of

approximately MOP15.0 million, MOP19.3 million, MOP17.7 million and MOP18.2 million are
included in our contract assets and contract liabilities.
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The following table sets forth an aging analysis of retention money which is to be settled,
based on the expiry of defect liability period, as of the dates indicated:

As at 31
As at 31 December July
2016 2017 2018 2019

MOP 000 MOP 000 MOP’000 MOP 000

Within one year 15,011 19,328 17,659 18,187

We normally agrees to a defect liability period of 1 year to 2 years from the date of the
practical completion of the construction for 5% to 10% of the contract sum. This amount of
retention money is included in contract assets until the end of the defect liability period as our
entitlement to this final payment is conditional on completion of the defect liability period. The
Group classifies these contract assets as current assets because we expect to realise them in our
normal operating cycle. As at the Latest Practicable Date, retention money of approximately
MOP75,000 recorded as at 31 July 2019 has been released to us.

The contract assets increase from approximately MOP24.4 million as at 31 December 2016
to approximately MOP39.5 million as at 31 December 2017 and further to approximately
MOP51.0 million as at 31 December 2018 and approximately MOPS55.8 million as at 31 July
2019.

The increase in contract assets of approximately MOPI15.1 million or 61.9%, from
approximately MOP24.4 million as at 31 December 2016 to approximately MOP39.5 million as
at 31 December 2017, was mainly due to (i) the increase in the volume of E&M engineering
works performed by us which was inline with the increase in our revenue recorded during
FY2017; (ii) the increase in contract assets arises for our work performed from Project P2 and
Project P3; and (iii) the increase in our retention money of approximately MOP4.3 million.

The increase in contract assets of approximately MOPI11.5 million or 29.2%, from
approximately MOP39.5 million as at 31 December 2017 to approximately MOP51.0 million as
at 31 December 2018, was mainly due to the increase in contract assets arises for our work
performed from Project P1, Project P3 and Project P9. Such increase was partially netted off by
the decrease in our retention money of approximately MOP1.7 million.

The increase in contract assets of approximately MOP4.8 million or 9.4%, from
approximately MOPS51.0 million as at 31 December 2018 to approximately MOP55.8 million as
at 31 July 2019, was mainly due to (i) the increase in contract assets arises for our work
performed from Project P9 and Project P13; and (ii) the increase was partially netted off by the
decrease in our retention money of approximately MOPO.5 million.
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Our Directors believe that although we submitted payment applications to our customers
every month in general, the increase in our contract assets during the Track Record Period is
mainly a result of (i) the increase in the volume of E&M engineering works performed by us
where we have 13,12,20 and 20 on-going projects as at 31 December 2016, 2017 and 2018 and
31 July 2019; and (ii) the relatively substantial amount of E&M engineering works performed by
us towards the respective year end where the amount of works performed by us are yet to submit
our payment application for the work performed and/or yet to be certified by our customers for
the work performed during the respective year end.

During the Track Record Period, as aforementioned the increment of contract assets are
mainly related to the level of contract assets from Project P1, P2 and P3.

The respective revenue recognised for Project P1 was approximately MOP30.4 million,
MOP56.4 million, MOP15.4 million and MOP13.8 million for FY2016, FY2017, FY2018 and
7TM2019, respectively. The contract asset (excluding retention money) contributed by Project P1
was approximately nil, MOP0.4 million, MOP2.8 million and nil for same period.

The respective revenue recognised for Project P2 was approximately MOP30.1 million,
MOP89.5 million, MOP45.3 million and MOP3.7 million for FY2016, FY2017, FY2018 and
TM2019, respectively. The contract asset (excluding retention money) contributed by Project P2
was approximately MOP3.1 million, MOP8.0 million, nil and nil for the same period.

The respective revenue recognised for Project P3 was approximately MOP28.8 million,
MOP37.0 million, MOP31.4 million and MOP15.9 million for FY2016, FY2017, FY2018 and
7M2019, respectively. The contract asset (excluding retention money) contributed by Project P3
was approximately nil, MOP5.8 million, MOP18.1 million and MOP20.3 million for the same
period.

Our Director’s believe that the relatively large amount of contract assets recorded from
these projects is mainly due to (i) Project P1’s contract asset grew larger as the project came
closer to completion where projects at it’s later stage would tend to have lower billing and
settlement as customers tend to take a greater period of time for final and detail checking before
they were fully satisfied with all the works we were responsible for; and (ii) Project P2 and
Project P3 involved a relatively greater amount of variation orders which delayed the billing and
settlement as more time was needed for calculation and inspection by our customer.

Our Directors believe that the relatively large amount of contract assets as at 31 July 2019
in proportion to our revenue recorded for FY2019 was mainly a result of the mismatch in the
timing of the E&M engineering works performed by us with the amount of works performed by
us which are yet to submit our payment application for the work performed and/or yet to be
certified by our customers for the work performed. Our Directors expect to realise the contract
assets as at 31 July 2019 in our normal operating cycle: (i) Out of approximately MOP38.7
million of our contract assets, other than the retention money which are also included in our
contract assets, MOP29.0 million, or 75.1% of our contract assets (excluding retention money),
was subsequently billed to our customers as at the Latest Practicable Date; and (ii) Out of
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approximately MOP38.7 million of our contract assets, other than the retention money which are
also included in our contract assets, MOP19.5 million, or 50.5% of our contract assets
(excluding retention money), was subsequently settled by our customers as at the Latest
Practicable Date.

The following table sets forth the aging analysis of our contract assets (excluding retention
money) as of the dates indicated:

As at
As at 31 December 31 July
2016 2017 2018 2019

MOP’000 MOP’000 MOP’000 MOP’000

Within 30 days 15,725 17,484 16,711 22.438
31 to 90 days 280 2,931 9,891 8,939
91 to 180 days - 366 9,920 6,836
Over 180 days — 1,457 813 837

16,005 22,238 37,335 39,050
Receipt in advance (4,808) (2,113) (3,279) (396)

11,197 20,125 34,056 38,654

Subsequently billing
made to customers
as at the Latest Practicable
Date (%) 100.0 100.0 100.0 75.1

Subsequently settlement
by the customers
as at the Latest Practicable
Date (%) 100.0 100.0 100.0 56.7

Our Directors confirmed that the Group has no material disagreements or disputes with its
customers on the project progress and/or the amount of works performed during the Track
Record Period and up to the Latest Practicable Date and our Directors expect the contract assets
as at 31 July 2019 to be fully settled in our normal operating cycle.

During the Track Record Period, our contract liabilities, which are general from the E&M
engineering works, consists of the amount of receipt in advance from a customer which is netted
off against retention money on a particular contract basis. As at 1 January 2016, 31 December
2016, 2017 and 2018 and 31 July 2019, our contract liabilities amounted to approximately
MOP5.6 million, MOP2.5 million, MOP1.5 million, MOP14.5 million and MOP1.6 million.
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Our contract liabilities remained stable at approximately MOP2.5 million as at 31
December 2016 and approximately MOP1.5 million as at 31 December 2017. The significant
increase of our contract liabilities from MOP1.5 million as at 31 December 2017 to
approximately MOP14.5 million as at 31 December 2018 was mainly due to the receipt in
advance from Project P10, Project P11 and Project P12. The significant decrease of our contract
liabilities from approximately MOP14.5 million as at 31 December 2018 to approximately
MOP1.6 million as at 31 July 2019 was primarily due to the recognition of revenue in profit or
loss during 7M2019.

Trade and other payables

During the Track Record Period, our trade and other payables mainly consist of (i) our
trade payables which represents our amounts payable to our subcontractors for subcontracting
costs and suppliers for the purchase of construction materials; and (ii) our other payables which
mainly represents our retention payable, accrued expenses and accrued listing expenses. The
following table sets forth the breakdown of our trade and other payables as at the dates

indicated:
As at
As at 31 December 31 July
2016 2017 2018 2019
MOP’000 MOP’000 MOP’000 MOP’000
Trade payables 41,299 13,961 13,274 22,299
Retention payables 3,197 4,037 3,200 2,907
Accrued expenses 516 1,070 753 472
Accrued issue costs - - - 915
Accrued listing expenses - - - 2,747
Other payables 103 174 174 210

45,115 19,242 17,401 29,550

Trade payables

During the Track Record Period, our trade payables mainly represented amounts payable to
our subcontractors for subcontracting costs and suppliers for the purchase of construction
materials. Our trade payables are unsecured and non-interest-bearing.

Our trade payables amounted to approximately MOP41.3 million, MOP14.0 million,
MOP13.3 million and MOP22.3 million as at 31 December 2016, 2017 and 2018 and 31 July
2019, respectively. The decrease in trade payables from approximately MOP41.3 million as at 31
December 2016 to approximately MOP14.0 million as at 31 December 2017 was mainly
attributable to the settlement of trade payables balances of Ready Electrical Metal, Supplier F
and Customer C.
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Our trade payables remained stable at approximately MOP14.0 million as at 31 December
2017 and MOP13.3 million as at 31 December 2018.

The increase in trade payables from approximately MOP13.3 million as at 31 December
2018 to approximately MOP22.3 million as at 31 July 2019 was mainly attributable to the
increase in payable balances of Subcontractor C, Subcontractor G and Subcontractor H.

The following table sets forth our aging analysis of the trade payables based on the invoice
date as of the dates indicated:

As at
As at 31 December 31 July
2016 2017 2018 2019

MOP 000 MOP 000 MOP’000 MOP’000

Within 30 days 35,349 5,598 9,083 15,006
31 to 60 days 5,012 4,344 2,611 4,952
61 to 90 days 402 990 1,394 477
Over 90 days 536 3,029 186 1,864

41,299 13,961 13,274 22,299

Out of our trade payables of approximately MOP22.3 million as at 31 July 2019, MOP17.0
million, or 76.4% of our trade payables, was subsequently settled as at the Latest Practicable
Date.

The following table sets forth our average turnover days of trade payables during the Track
Record Period:

For the

seven

months

ended

For the year ended 31 December 31 July
2016 2017 2018 2019

Trade payables turnover days
(Note) 91 64 39 48

Note: The trade payables turnover days for a year/period is the average trade payables divided by cost of sales
for that year/period and multiplied by the number of days for the corresponding years/period.

- 260 -



FINANCIAL INFORMATION

Our trade payables turnover days were approximately 91 days, 64 days, 39 days and 48
days for FY2016, FY2017, FY2018 and 7M2019, respectively. The fluctuations of the our
creditor’s turnover days during the Track Record Period was mainly due to the changes in the
balances of trade payables as at 31 December 2016, 2017 and 2018 and 31 July 2019, which are
largely dependent on our Group’s working capital management and the amount of purchases
made towards the year end and the level of subcontracting works performed by our Group’s
subcontractors for their operational needs. Our trade payables turnover days are generally in line
with the credit period of 30 days to 90 days given by our suppliers and subcontractors. Our
Directors believe that the high trade payables turnovers of approximately 91 days for FY2016
was mainly attributable to the relatively high trade payable balance recorded as at 31 December
2016 in relation to our purchases made towards the respective year/period end and the works
performed by our subcontractors in which out of the trade payables of approximately MOP41.3
million as at 31 December 2016, approximately MOP35.3 million were aged within 30 days.

Other payables and accruals

The following table sets forth the breakdown of other payables and accruals as of the dates

indicated:
As at
As at 31 December 31 July
2016 2017 2018 2019
MOP’000 MOP’000 MOP’000 MOP’000
Retention payables 3,197 4,037 3,200 2,907
Accrued expenses 516 1,070 753 472
Accrued issue costs - - - 915
Accrued listing expenses - - - 2,747
Other payables 103 174 174 210

3,816 5,281 4,127 7,251

Retention payables

During the Track Record Period, our retention payables amounted to approximately
MOP3.2 million, MOP4.0 million, MOP3.2 million and MOP2.9 million as at 31 December
2016, 2017 and 2018 and 31 July 2019, respectively. Our retention payable represented the
progress payments we withheld from our subcontractors with respect to their E&M engineering
works performed. Retention payable is recognised immediately after we deduct a portion of
progress payment from the subcontractors from the progress payment. The amount of retention
money being retained is generally agreed to be approximately 10% of the certified amount until
the total amount of retention money reaches approximately 5% of the contract sum which is the
maximum amount to be retained. 50% of retention payables will be released to our
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subcontractors after the issue of the certificate of practical completion and the remaining balance
will be released upon the expiration of defects liability period.

Out of our retention payables of approximately MOP2.9 million as at 31 July 2019,
MOPO0.2 million, or 8.7% of our retention payable, was subsequently settled as at Latest
Practicable Date.

Taxation Payables

During the Track Record Period, our taxation payables amounted to approximately MOP5.4
million, MOP10.3 million, MOP9.8 million and MOP13.5 million as at 31 December 2016, 2017
and 2018 and 31 July 2019, respectively.

Our taxation payables increased from approximately MOPS5.4 million as at 31 December
2016 to approximately MOP10.3 million as at 31 December 2017 was mainly due to (i) taxation
expenses recorded for FY2017 which amounted to approximately MOP 6.0 million; and (ii) the
tax payment of MOP1.2 million for the financial year ended 31 December 2014 which represents
the tax payment of approximately MOP1.2 million on our assessable profits under the Macau
complementary tax which was only settled during FY2017 due to our late filing. The Group’s
Directors confirm that during the Track Record Period, all of our tax returns and computations
from the respective tax bureau are filed timely for assessment.

Our taxation payables decreased from approximately MOP10.3 million as at 31 December
2017 to approximately MOP9.8 million as at 31 December 2018 was mainly due to (i) taxation
expenses recorded for FY2018 which amounted to approximately MOP 6.9 million; and (ii) the
tax payment of MOP3.4 million for FY2016 and MOP4.0 million for FY2017. The receipt of
notice from the Macau tax bureau for FY2017 tax refiling is received in July 2019, in which we
are demanded to settle the remaining tax payment for FY2017 of approximately MOP1.7 million
in September 2019 and November 2019.

Our taxation payables increased from approximately MOP9.8 million as at 31 December

2018 to approximately MOP13.5 million as at 31 July 2019 was mainly due to the taxation
expenses recorded for 7M2019 which amounted to approximately MOP3.7 million.
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SELECTED KEY FINANCIAL RATIOS

The following table sets forth our key financial ratios as at the year-end date/for the
respective year indicated:

As at/

For the

seven

months

As at/ ended

For the year ended 31 December 31 July

Note 2016 2017 2018 2019

Current ratio 1 2.1 34 3.7 3.7

Quick ratio 2 2.1 3.4 3.7 3.7

Gearing ratio 3 N/A N/A N/A N/A

Debt to equity ratio 4 N/A N/A N/A N/A

Interest coverage 5 N/A N/A N/A N/A
Return on total assets

(%) 6 15.9 28.6 23.8  N/A (Nore®

Return on equity (%) 7 29.8 37.6 31.6  N/A (Nere ®

Notes:

Current ratio is calculated based on total current assets divided by total current liabilities as of the end of
the respective year/period.

Quick ratio is calculated based on total current assets less inventories (if any) in current assets, divided by
total current liabilities as of the end of the respective year/period.

Gearing ratio is calculated based on the interest-bearing (excluding lease liabilities) debt divided by the
total equity as at the respective year end and multiplied by 100%.

Debt to equity ratio is calculated by the net debt (all interest-bearing debt (excluding lease liabilities) net
of cash and cash equivalents) divided by the total equity as at the respective year end and multiplied by

100%.

Interest coverage is calculated by the profit before interest and income tax divided by the interest (interest
arising from interest-bearing debt) (excluding lease liabilities) for the respective year/period.

Return on total asset is calculated by the profit for the year divided by the total assets as at the respective
year end and multiplied by 100%.

Return on equity is calculated by the profit for the year divided by the total equity as at the respective
year end and multiplied by 100%.

Such ratio is not meaningful as it is not comparable to annual numbers.
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Current ratio and quick ratio

Our current ratio was approximately 2.1 times, 3.4 times, 3.7 times and 3.7 times as at 31
December 2016, 2017 and 2018 and 31 July 2019 respectively. The increase in current ratio as at
31 December 2017 as compared to as at 31 December 2016 was mainly attributable to the
combined effect of (i) the increase in contract assets; (ii) the increase in bank balances and cash;
(iii) the decrease in trade and other payables; and (iv) the decrease in trade and other
receivables. Our current ratio remained stable as at 31 December 2017 and 2018 and 31 July
2019. Our Group’s current ratio has been maintained at a healthy level during the Track Record
Period.

Our quick ratio was approximately 2.1 times, 3.4 times, 3.7 times and 3.7 times as at 31
December 2016, 2017 and 2018 and 31 July 2019 respectively. As we do not have any
inventories balances as at 31 December 2016, 2017 and 2018 and 31 July 2019, please refer to
the above for the explanation on the changes of our quick ratio.

Please refer to the paragraph “Analysis of various items from the consolidated statements
of financial position” in this section for more details on the reasons of the fluctuations on the
various items from the consolidated statements of financial position.

Gearing ratio

The gearing ratio was not applicable to our Group as at 31 December 2016, 2017 and 2018
and 31 July 2019 as we did not have any debt as at the respective dates.

Debt to equity ratio

As at 31 December 2016, 2017 and 2018 and 31 July 2019, our bank balances and cash
level exceeded our total debt as we did not have any debt as at 31 December 2016, 2017 and
2018 and 31 July 2019. Therefore, no debt to equity ratio is formulated for our Group.

Interest coverage

Interest coverage is not applicable to our Group for FY2016, FY2017, FY2018 and 7M2019
as we did not have any debt as at 31 December 2016, 2017 and 2018 and 31 July 2019.

Return on total assets

Our return on total assets was approximately 15.9%, 28.6% and 23.8% for FY2016,
FY2017 and FY2018. Our return on total assets increased from approximately 15.9% for FY2016
to approximately 28.6% for FY2017. Such increase was mainly attributable to the combined
effect of (i) the increase in our net profit for the year during FY2017; and (ii) the increase of
our total assets as at 31 December 2017 as compared to 31 December 2016. Our return on total
assets decreased from 28.6% for FY2017 to approximately 23.8% for FY2018. Such decrease
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was mainly attributable to our net profit increased less than our total assets in terms of
percentage.

Return on equity

Our return on equity was approximately 29.8%, 37.6% and 31.6% for FY2016, FY2017 and
FY2018. Our return on equity increased from approximately 29.8% for FY2016 to approximately
37.6% for FY2017. Such increase was mainly attributable to the increase in our equity as a
result of our profitable operations. Our return on equity decreased from 37.6% for FY2017 to
approximately 31.6% for FY2018. Such decrease was mainly attributable to our net profit and
total comprehensive income increased less than our total equity in terms of percentage.

Balances with related parties

As at 31 December 2016, 2017 and 2018 and 31 July 2019, our Group had the following
balances with related parties.

As at
As at 31 December 31 July
2016 2017 2018 2019

MOP 000 MOP 000 MOP’000 MOP’000

Amounts due from (to)

directors:
Mr. MK Wan Vere 7) 90 1,013 1,012 1,023
Mr. Woo (Vore 1) (151) (328) (360) -
Mr. Wong Man Wai

Thomas Vo¢ ) (58) (58) - -

Amount due from immediate
holding company:
SEM Enterprises Vo ) 473 483 586 586

Amounts due from (to) related

companies:
Ready System

Engineering Vo'¢ 7,909 - - -
Ready Engineering (V"¢ ¥ 108 213 213 -
Ready Electrical Metal V°'¢ ¥ (2,121) (420) (124) -
Ready Enterprises

(China) Ve ¥ (40) (40) (40) -
Shung Tat M&E

Equipment Vor¢ # (109) - - -
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Notes:

(I)  The amount is non-trade in nature, unsecured, interest-free and repayable on demand.

(2)  Mr. Mk Wan, our Director, was the controlling shareholder of the company. On 14 February 2017, Mr. MK
Wan ceased to be the director of Ready System Engineering, upon Ready Engineering’s disposal of Ready
System Engineering. Please refer to the section headed “Relationship with our Controlling Shareholders”
in the prospectus for more details. The amount is non-trade in nature, unsecured, interest-free and

repayable on demand.

3) Mr. Mk Wan, our Director, is the controlling shareholder of the company. The amount is non-trade in
nature, unsecured, interest-free and repayable on demand.

(4) Mr. Mk Wan, our Director, has significant influence of the company. The amount is non-trade in nature,
unsecured, interest-free and repayable on demand.

Our Directors confirm that all of the outstanding balances with the related parties are
non-trade in nature and unsecured and will be fully repaid before/upon Listing.

Related parties transactions

During the Track Record Period, our Group had the following transactions with related
parties:

FY2016 FY2017 FY2018 7M2019
MOP 000 MOP’000 MOP’000 MOP’000

Purchase of materials from Shun

Tat M&E Equipment 6,766 3,701 501 -
Purchase of materials from
Ready Electrical Metal 6,621 455 - -

Management fee paid to Ready
System Engineering 206 - - -

During the Track Record Period, Ready Electrical Metal and Shun Tat M&E Equipment
have supplied and sold certain electrical equipment, materials and parts to our Group and Ready
System Engineering has provided management service to our Group. Our business relationship
with Ready System Engineering had discontinued in 2016, whereas our business relationship
with Ready Electrical Metal and Shun Tat M&E Equipment will not continue following Listing.

Although our Group purchased electrical equipment, materials and parts from Ready
Electrical Metal and Shun Tat M&E Equipment during the Track Record Period, our directors
confirm that these related party transactions are entered into in the ordinary and usual course of
business of our Group and have been based on arm’s length negotiations and on normal terms
which are fair and reasonable and in the interest of our Group and our Shareholders as a whole.
The fee paid by us to Ready Electrical Metal and Shun Tat M&E equipment during the Track
Record Period will be determined through our quotations procedures according to our internal
rules and procedures of the company where we generally invite more than one suppliers from
our internal approved list of supplier for quotation and our executive Directors will compare the
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fees rates offered by other Independent Third Parties and taking into account different factors,
such as previous working relationship with the supplier and product, and choose the most
suitable supplier. The pricing terms will be in line with the market rates and the credit terms
with be similar to the credit terms given to us from other Independent Third Parties suppliers.
Our Directors confirm that such connected transactions will not continue after the Listing.

SUFFICIENCY OF WORKING CAPITAL

Our Directors confirm that, after due and careful enquiry and taking into consideration of
the presently available financial resources to our Group, including other internal resources and
the expected net proceeds of the Listing, our Group has sufficient working capital for our
present requirements for at least the next 12 months from the date of the prospectus.

CONTINGENT LIABILITIES

As at 31 December 2016, 2017 and 2018 and 31 July 2019, our Group did not have any
significant contingent liabilities.

INDEBTEDNESS

As at As at As at As at As at
31 December 31 December 31 December 31 July 30 November
2016 2017 2018 2019 2019
MOP’000 MOP’000 MOP’000 MOP’000 MOP’000
(unaudited)

Amounts due to
related party(ies) 2,270 460 164 - -

Amounts due to
directors 209 386 360 - 9
Lease liabilities 819 802 672 1,395 1,459

As at 31 December 2016, 2017, 2018 and 31 July 2019, our Group had total indebtedness,
consisted of unsecured and unguaranteed amounts due to related parties and directors and lease
liabilities, of approximately MOP3.3 million, MOPI1.6 million, MOP1.2 million and MOPI1.4
million. As at 30 November 2019, our Group had total indebtedness of approximately MOP1.5
million.

As at 30 November 2019, being the latest practicable date of our indebtedness statement in
the prospectus, our Group did not have any other outstanding debt securities or other similar
indebtedness, bank overdrafts, borrowings, mortgages, debentures, lease arrangement or hire
purchase commitments, liabilities under acceptances (other than normal trade bills) or
acceptance credits or any guarantees or other material contingent liabilities. Save as disclosed
above, there is no material adverse change in our indebtedness.
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As at the Latest Practicable Date, our Group does not have any unutilised banking
facilities.

COMMITMENTS
Capital commitments

As at 31 December 2016, 2017 and 2018 and 31 July 2019, we had no capital commitment.
OFF-BALANCE SHEET ARRANGEMENTS

Our Group had not entered into any material off-balance sheet transactions or arrangements
as at the Latest Practicable Date.

DISTRIBUTABLE RESERVES

As at the Latest Practicable Date, our Company had no distributable reserve available for
distribution to our Shareholders.

PROFIT ESTIMATE

Our Directors estimate, on the bases set out in Appendix III to the prospectus, certain profit
estimate data of our Company for the year ended 31 December 2019 will be not less than
MOP20.0 million. The profit estimate, for which our Directors are solely responsible, has been
prepared by them based on our consolidated results for the seven months ended 31 July 2019 as
set out in the Accountants’ Report in Appendix I to the prospectus and our unaudited
consolidated results based on the management accounts of our Group for the four months ended
30 November 2019 and an estimate of the consolidated results of our Group for the remaining
one month ended 31 December 2019.

DIVIDENDS AND DIVIDEND POLICY

During the Track Record Period, no dividend has been declared or paid by our Group. We
do not have a fixed dividend payout ratio and do not intend to determine any expected dividend
payout ratio since our priority is to use our earnings for business development and expansion in
the interest of our Shareholders as a whole.

We may declare and pay dividends by way of cash or by other means that we consider
appropriate in the future. Distribution of dividends shall be formulated by our Board at its
discretion and will be subject to shareholders’ approval. A decision to declare or to pay any
dividends in the future, and the amount of any dividends, will depend on, among other things,
our results of operations, cash flows and financial condition, operating and capital expenditure
requirements and other factors that our Directors may consider relevant. In any event, any
declaration and payment as well as the amount of the dividend will be subject to our
constitutional documents and the Cayman Companies Law. Any distributable profits that are not
distributed in any given year will be retained and available for distribution in subsequent years.
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To the extent profits are distributed as dividends, such portion of profits will not be available to
be reinvested in our operations. There is, however, no assurance that we will be able to
distribute dividends of such amount or any amount each year or in any year. In addition,
declaration and/or payment of dividends may be limited by legal restrictions and/or by financing
agreements that we may enter into in the future.

Dividends paid in prior years shall not be indicative of future dividend payment. As at the
Latest Practicable Date, we do not have plan to distribute any of our distributable and
accumulated undistributed profits for the year ended 31 December 2019.

UNAUDITED PRO FORMA STATEMENT OF ADJUSTED CONSOLIDATED NET
TANGIBLE ASSETS

Please refer to Appendix II to the prospectus for further details.
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS

We are exposed to market risks from changes in market rates and prices, such as interest
rate, credit and liquidity. Please refer to Note 28 to the Historical Financial Information of the
Accountants’ Report set out in Appendix I to the prospectus.

DISCLOSURE REQUIRED UNDER THE LISTING RULES

Our Directors confirm that, as of the Latest Practicable Date, there was no circumstance
that would give rise to a disclosure requirement under Rules 13.13 to 13.19 of the Listing Rules.

RELATED PARTY TRANSACTIONS

During the Track Record Period, our Group entered into certain related party transactions,
details of which are set out in the Note 26 to the Historical Financial Information of the section
headed “Accountants’ Report” in Appendix I to the prospectus. Our Directors confirmed that
these related party transactions were conducted on normal commercial terms and they would not
distort our track record results or make our historical results not reflective of our future
performance.

NO MATERIAL ADVERSE CHANGE

Our Directors confirmed that, up to the date of the prospectus, there had been no material
adverse change in the financial or trading positions or prospect of our Group since 31 July 2019,
being the date to which the latest audited financial statements of our Group were made up, and
there had been no event since 31 July 2019 which would materially affect the information shown
in the section headed “Accountants’ Report” in Appendix I to the prospectus.
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BUSINESS STRATEGIES

According to the Frost & Sullivan Report, it is expected that the revenue of the E&M
engineering industry in Macau would reach approximately HK$18.1 billion in 2023, growing at
a CAGR of approximately 9.3% from 2019 to 2023. The repair and maintenance segment is
forecasted to keep a steady growth. By the end of 2023, revenue of the E&M engineering
industry in the repair and maintenance segment is estimated to reach approximately HK$5.7
billion, with a CAGR of approximately 12.2% from 2019 to 2023. With the support of the Frost
& Sullivan Report, our Directors consider the E&M engineering industry in Macau will
experience a steady and optimistic growth in the coming years with reasons as follows:

—  Development of the new urban zone: According to the Macau 2019 Policy Address,
the development of new urban zone has created numerous opportunities for the
construction industry and E&M engineering industry.

The development of the new urban zone is a huge land reclamation project in Macau
spanning over approximately 2.8 square mile and expected to add over 12% of land
and for city use as highlighted in the Policy Address for the Fiscal Year 2017. The
rising land supply would, in turn, increase the number of construction projects,
namely housing, public offices, commercial buildings, and recreation centres etc. The
demand for E&M works is directly related to the building development and the
upgrade of the existing building facilities. The construction of new buildings would
drive the needs for installation of E&M system, which contributes to the growth of
Macau E&M engineering services market in Macau.

—  Redevelopment of hospitality facilities: Redevelopment of hospitality facilities is an
increasing trend in Macau. The redevelopment plan includes repairs, renovations,
replacements and maintenance of casinos, hotels, retail shops and restaurants. Upgrade
of facilities and addition of retails shops is shown in the redevelopment plans of major
licensed gaming operators. Installation of new E&M engineering systems are required
in the redevelopment plans. The expansion, renovation and rebranding of hospitality
facilities are forecasted to translate into growth opportunities for the E&M
engineering industry in Macau.

— Rising awareness of emergency repair: Rising awareness towards failure of public
utilities translates into greater demand for emergency repair in buildings and facilities.
Building disaster recovery and business continuity plans are now becoming
increasingly important in construction projects and top priority of urban planning.
Recently, the accidents of the public facilities have come into spot light. In addition,
E&M engineering system in buildings and facilities in Macau is expected to be
upgraded in view of the impact on power and electricity systems brought by Typhoon
Hato in 2017. It is forecasted the demand for emergency repair would continue to
grow in Macau.
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Upgrading of public amenities and enhanced traffic management: With the rapid
growth of tourism, the demand for public amenities in Macau is on the rise. The
Macau Government has been launching policies to upgrade the public amenities and
infrastructure, as well as enhancing traffic management. The enhancement of traffic
management includes the construction of Light Rapid Transit (LRT) Taipa, the LRT
A-Ma station, and the fourth Macau-Taipa cross-harbour bridge, preliminary design of
the fifth Macau-Taipa cross-harbour route, and renovation and expansion of Macau
International Airport.

Together with the installation, testing and commissioning of route-wide traffic control
and surveillance system, the associated fire safety services, and other building works
in relation to the traffic enhancement projects would increase the demand for E&M
engineering works in Macau. Going forward, traffic management enhancement would
alleviate the problem of traffic congestion and increase the capacity to serve more
tourists, which in turn benefits the building development and E&M engineering
services in the long term. The upgrading of public amenities and enhanced traffic
management would, therefore, create the huge demand for projects in relation to the
E&M engineering works in Macau.

Surging demand from the construction of smart city: As set out in the draft of its
Five-Year Development Plan (2016-2020), the Macau Government plans to promote
the development of smart city. In 2020, the government will establish an application
platform to enable effective overall command during emergencies, which will
facilitate the capacities of monitoring, forecasting and coordination. Smart transport is
promoted through optimising the transportation system, transport configuration and
road works coordination, as well as provision of smart commuting services. The
government will also initiate preparatory works for rolling out a 5G network and press
ahead with constructing infrastructure for telecommunications operators, hence
providing better mobile network services to residents. The development of smart city
requires the investment in IT infrastructure and public utilities, in which more
construction works would be performed. To ensure the smoothness of traffic flow,
safety of workers and pedestrians, as well as minimising the impact on environment,
traffic controls and emergency repair are implemented to comply with the operational
standards. The pace of upgrading of public facilities is expected to grow continuously,
which in turn lead to an increase in demand for E&M engineering emergency repair.

Information, communication and building technologies (ICBT) is a subset of E&M
engineering and refers to the design, hardware and software development, installation
and maintenance of infrastructure communications and security and access systems,
such as automatic passenger clearance system with biometric technology and building
management, energy, automation systems and extra-low voltage systems. ICBT plays
an important role in smart transport, which is one of the key applications of smart
city. Smart transport makes use of the new generation of information technology such
as Internet of things, space perception, cloud computing and mobile Internet in
transportation sector, combing the theory and tools of traffic science, system method,
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artificial intelligence and knowledge mining, creating real-time dynamic information
service system. Through deep of mining traffic-related data, the transport industry will
achieve optimisation of resource allocation, enhance public decision-making capacity,
industry management and public service capabilities. Since the smooth operation of
the smart city will substantially rely on the proper functioning of each E&M
engineering components as stated above, should there be any malfunctioning of any
E&M engineering system which could result in the failure of functioning of the entire
smart city, non-emergency or prolonged repairing will not be an option. Driven by the
implementation of smart city and upgrading of the transport systems, and the
integration of information system and building facilities, the emergency E&M
maintenance service is expected to enjoy the growth.

- The rise in living standards and technological advancement: Given the gradual
rising living standards and the advancement in technology, people have rising
expectation in living environments which require different building owners and
operators to upgrade their service and facilities system. For the upgrades, often the
service and facilities providers such as hotels or entertainment facilitators would
prefer employing more experienced E&M engineering service providers who have
more comprehensive capabilities as well as detailed and periodic consultation plan on
E&M engineering system installation or maintenance.

For further information about the market drivers, opportunities and trends, please refer to
the section headed “Industry overview” in the prospectus.

According to the Frost & Sullivan Report, our revenue attributable to E&M engineering
works in Macau in FY2018 represented approximately 1.6% of the total revenue generated from
the entire E&M engineering industry in 2018 in Macau, and ranked fifth among the E&M
engineering works contractors in Macau in terms of share of total industry revenue in 2018.

Being an established and active industry player in the E&M engineering industry in Macau,
our Directors consider that we are well-positioned to capture the industry growth as aforesaid.
Taking advantage of the forecasted growth in the E&M engineering industry in Macau, we aim
to further strengthen our market position by (i) strengthening our financial position to undertake
more sizeable E&M engineering projects; (ii) establishing an E&M maintenance department; and
(iii) strengthening our manpower.

For further details on how we intend to implement the below strategies, please refer to the
paragraph headed “Implementation plan” in this section.
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Strengthening our financial position to undertake more sizeable E&M engineering projects

Our Directors consider that we shall need to strengthen our financial position in order to
take up more sizeable E&M engineering projects with larger contract sums. According to the
Frost & Sullivan Report, the business of being an E&M engineering contractor is considered as a
capital intensive business especially due to the fact that there is a significant upfront cost
incurred at the initial stage of each project, principally attributable to (i) purchase or deposit for
materials such as cables, electrical parts and components; (ii) fees payable to the subcontractors
(including the imported workers); (iii) recruitment of direct labour (if necessary); and (iv)
provision of performance bonds to the customers. For each project, although the range of the
average time to receive the first payment was approximately four to six months after the award
of the project in general, the situation of upfront cost incurred will generally maintain
approximately five to seven months after the award of the project until the receipts of the
monthly progress payments are able to achieve a breakeven on all the upfront cost incurred
(excluding the amount of the performance bond). Although the amount of upfront cost (in terms
of percentage against the initial contract sum) differs from project-to-project, as per the
experience of our Directors and making reference to our major projects during the Track Record
Period, and with the support of the Frost & Sullivan Report, it is considered that the average
upfront cost of a particular project is approximately 10% of the initial contract sum. With the
size of the project increases, the amount of the upfront cost incurred will become more
substantial (excluding the amount of the performance bonds).

As such, the situation of upfront cost incurred at the initial stage of a project constraints
the number and size of projects which we can undertake at the same time due to our limited
resources. Going forward, we intend to strengthen our cash position and available financial
resources with the net proceeds of the Share Offer to satisfy the upfront cost and performance
bond requirements of our projects in the future such that we shall be able to undertake more
sizeable E&M engineering projects in Macau.

According to the Frost & Sullivan Report, financial capability is one of the key factors that
determines the scale of operation and projects which contractors are able to undertake, which
further affects potential profitability of contractors. As such, capital strength is considered to be
one of the most important competitive strengths of contractors in the E&M engineering industry
in Macau. In particular as performance bonds would typically be required for new contractors
with limited past working relationships with the contract owners, our Directors were hesitant in
submitting tenders for sizable projects to new customers which require performance bonds
during the Track Record Period.

With a strengthened financial position, we shall be in a better position to tender for more
sizeable E&M engineering projects with large contract sums given that (a) we can satisfy project
upfront cost requirements of sizeable E&M engineering projects from customers; and (b) we will
be able to adopt a more competitive pricing strategy in tendering for E&M engineering projects
from new customers to capture new business opportunities even when there are performance
bond requirements thereby further expanding our market share within the growing E&M
engineering industry in Macau. We will continue to focus on projects on a selective and prudent
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basis which are profitable and sizeable in nature when implementing our tender/quotation
strategy. With such flexibility in allocating our financial resources, we believe we can
effectively implement the tender and pricing strategies which our management has formulated
from time to time.

Establishing an E&M maintenance department

Needless to say, smooth and stable operation of the E&M engineering systems is critical to
the daily operation of the premises. Regular and reliable inspection and maintenance are
paramount to ensure smooth and stable operation of the E&M engineering systems, so that risk
of suspension can be minimised. The premises that our projects located during the Track Record
Period included commercial and residential buildings, hotels and casinos in Macau. People can
imagine that suspension of operation in these premises will be a tragedy.

With our Directors’ years of experience and with the support of the Frost & Sullivan
Report, given the E&M engineering systems require regular and reliable inspection and
maintenance as aforesaid, the landlords of the premises will prefer such works to be handled by
reputable and established E&M engineering contractors. Further, there have been an increasing
needs for the 24-hour E&M maintenance services in Macau because provision of maintenance
works during “off-peak” hours will cause much less disturbance to the daily operation of the
premises. As reliability and safety of E&M engineering systems such as electricity, wiring and
surveillance system becomes increasingly important, the aging E&M systems of hotels and
casinos would contribute to the growth of emergency E&M engineering services in Macau.

Being an established E&M engineering works contractor in Macau founded in 2006, we
have built up solid experience and reputation in E&M maintenance projects. The followings set
out the projects involving E&M maintenance works (entirely or partially) during the Track
Record Period:

- Project P1 with initial contract sum of over MOP100 million, is about maintenance,
supply and installation of fitting out, electrical, mechanical ventilation and air
conditioning and plumbing works in a hotel renovation project at Avenida da Amizade,
Macau;

—  Project P4 with initial contract sum of approximately MOP30 million, is about
installation and supply of electrical system in a hotel renovation project at Avenida do
Dr. Rodrigo Rodrigues, Macau;

—  Project P12 with initial contract sum of approximately MOP4.4 million, is about
modification and maintenance of the existing electrical and extra-low voltage
installation in a residential development at NAPE, Macau;

- Project S8 with initial contract sum of approximately MOP6.4 million, is about

modification and maintenance of the existing electrical and extra-low voltage
installation in a residential development at NAPE, Macau;
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- A project with initial contract sum of approximately MOP466,000, is about
maintenance works for the existing low-voltage switchboard in a residential and
commercial development at NAPE, Macau;

- Project S14 engaged by the representative of a hotel owner with initial contract sum
of approximately MOP765,000, is about maintenance works for the existing electrical
and extra-low voltage system in a hotel at NAPE, Macau and supplemented by a
quotation at approximately MOP350,000 for certain E&M checking works;

- Project S18 with initial contract sum of approximately MOP4.1 million, is about
modification of cable containment for building management system in a residential
and commercial development project at Taipa, Macau;

—  Project S20 with initial contract sum of approximately MOP4.2 million, is about
temporary power supply for electrical installation in a hotel renovation project at
Cotai City, Macau;

— A project with initial contract sum of approximately MOP172,000, is about health
check for the existing electrical system in the tourist tower at Praca Do Lago Sai Van,
Macau and supplemented by a quotation at approximately MOP974,000 for certain
E&M maintenance works; and

- Three maintenance projects with total initial contract sum of approximately
MOP104,000.

In view of the aforesaid, our Directors consider that our Group will be benefited with the
establishment of an E&M maintenance department with the net proceeds of the Share Offer. We
plan to provide, through such E&M maintenance department, two major kinds of maintenance
services: (a) regular E&M maintenance services; and (b) emergency E&M maintenance services,
to our existing and new customers. The service model of our regular E&M maintenance services
will be either on a one-off project basis based on a lump sum quotation or on a retainer basis to
provide monthly/quarterly maintenance services over a fixed period of time, while the service
model of our emergency E&M maintenance services will be in a form of master service contract
setting out the price or price rate of each item of maintenance works and when certain item(s) of
maintenance works are required by our customers, they will then place the relevant work orders
to us. Our two major “menu items” of emergency E&M maintenance services include (i)
inspection works to address the causes of the defects in the malfunctioning E&M systems; and
(i1) temporary E&M rectification or installation works so that the malfunctioning E&M systems
can resume operation on a temporary basis such that the landlord can “buy time” to consider and
engage us for our regular E&M maintenance services to resolve the problems in the long term.

With the support of the Frost & Sullivan Report, although there were more than 200 E&M
engineering contractors in Macau in 2018, the landlords of the premises will prefer the E&M
maintenance works to be handled by reputable and established E&M engineering contractors (for
example and in particular, the top five market players including our Group being ranked fifth in
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terms of share of total industry revenue in 2018). Further, with the support of the Frost &
Sullivan Report, each of the top five market players in the E&M engineering industry in Macau
(including our Group) currently do not have their own E&M maintenance department in Macau.
Therefore, our Directors consider that it will be a golden opportunity for us to stand out from
our major competitors (in particular, the other top four market players) with the establishment of
our E&M maintenance department in Macau.

With the support of the Frost & Sullivan Report, while we had only 12 projects involving
E&M maintenance works during the Track Record Period, the skills and experience in provision
of E&M engineering services (i.e. supply and installation of E&M systems) are transferrable to
the provision of E&M maintenance services, which also explains why reputable and established
E&M engineering contractors are preferred by the landlords of the premises to provide the E&M
maintenance works.

With our expansion of service scope to cover regular and emergency E&M maintenance
services, our Directors are convinced that our Group will be able to stand out from our
competitors and increase our market share in the E&M engineering industry in Macau, to
enhance existing customers’ loyalty and we will also be able to promote our E&M engineering
works to new customers (in particular the landlords of various commercial and residential
buildings, hotels and casinos in Macau) thereby increasing our tendering opportunities for
sizeable E&M engineering projects, hence achieving better financial results in the future.

During the Track Record Period and up to the Latest Practicable Date, our Directors from
time to time had discussions with and received enquiries from our customers and landlords of
various commercial and residential buildings, hotels and casinos in Macau on our service
capability and capacity in undertaking E&M maintenance works. Although such discussions and
enquiries have not always resulted in project opportunities eventually given that we had not
established our E&M maintenance department and, as a temporary measure, had to utilise the
manpower and resources responsible for E&M supply and installation projects to occasionally
cross-over to do the works supposed to be done by the E&M maintenance department, it
nevertheless indicated that our customers and those landlords had considered the necessity of
E&M maintenance works and their intention of engaging our Group for E&M maintenance
works.

After the establishment of our E&M maintenance department, our senior management team
will propose various introductory sessions with our major customers and the landlords about the
expansion in our service portfolio and the service capacity in providing E&M maintenance
works.

Strengthening our manpower
We strategically subcontract on-site labour intensive works to our subcontractors and as
well as our imported workers, while maintaining overall project management and

implementation. As at the Latest Practicable Date, we had 24 full-time employees located in
Macau and Hong Kong of which only 12 of our employees located in Macau were responsible
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for engineering, construction site supervision and safety. Our Directors consider that our
manpower for engineering, construction site supervision and safety has been fully utilised for
the on-going projects as at the Latest Practicable Date.

Limited by the manpower of our current project management team, in particular project
managers and site supervisors who supervise our subcontractors and imported workers at the
project sites, we consider that it is necessary to expand our in-house staff team with the net
proceeds of the Share Offer in order to cater for the increasing number of sizeable E&M
engineering projects as well as the future regular and emergency E&M maintenance works to be
undertaken by us.

We prepare to recruit ten additional full-time staff (comprising one project manager, one
assistant project manager, three engineers, one safety officer, three foremen and one quantity
surveyor) to handle the growing number of sizeable E&M engineering projects to be undertaken
after strengthening our financial position with the net proceeds of the Share Offer because the
current employees located in Macau responsible for engineering, construction site supervision
and safety are inadequate to cater such increasing number of projects. Historically, the expansion
of our human resources (including both direct employees and imported workers) was restricted
by the imported workers arrangement with our customers and/or the main contractors. In
particular, when one project completes, the imported workers arrangement for that project will
also be terminated. Nevertheless, there is no assurance that we can secure imported labour quota,
on a continuous basis, from other customers and/or the main contractors such that we can
continue to “retain” all the imported workers for that completed project resulting that we may
need to “dismiss” them. Given that competition for skilled and experienced personnel (especially
those responsible for supervisory role such as project manager and foreman) in the industry is
intense, our uncertainty to “employ” them continuously would undermine our attractiveness in
the industry to recruit them. In stating so, in 7M2019, we have been granted two imported
labour quota, and our Directors will continue to use their best endeavours to secure more
imported labour quota for our Group. With the increasing number of our own imported labour
quota, our Directors consider that our competitiveness in attracting and recruiting experienced
personnel for supervisory role will increase such that we are able to expand our human resources
for engineering, construction site supervision and safety with the stable and experienced
personnel thereby strengthening our work capacity as well as improving our service quality.

Further, since the target customers of our E&M maintenance department are the landlords
of the premises, there will not be available any allocation of imported labour quota from the
“main contractors”. Therefore, we need to either employ the local workers, and/or apply and
utilise our own imported labour quota for the employment of suitable imported workers, to
provide the relevant E&M maintenance services to our customers. In this regards, we prepare to
recruit six additional full-time staff (comprising one project manager, two engineers and three
foremen) to work in the E&M maintenance department to be established with the net proceeds of
the Share Offer.
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USE OF PROCEEDS
The table below sets forth the estimated net proceeds from the Share Offer that we will
receive after deducting the related underwriting fees and estimated expenses in connection with

the Share Offer:

Assuming the

Assuming the Over-allotment

Over-allotment Option is

Option is exercised

not exercised in full

HKS$ million HK$ million

(MOP million) (MOP million)
Assuming an Offer Price of HK$0.35

(being the high-end of the Offer Price range) 121.0 (124.8) 144.6 (149.2)
Assuming an Offer Price of HK$0.30

(being the mid-point of the Offer Price range) 98.5 (101.6) 118.8 (122.5)
Assuming an Offer Price of HK$0.25

(being the low-end of the Offer Price range) 76.0 (78.4) 92.9 (95.8)

We intend to apply the net proceeds from the Share Offer of approximately MOP101.6
million (equivalent to approximately HK$98.5 million) for the following purposes assuming the
Over-allotment Option is not exercised and assuming an Offer Price of HK$0.30 per Offer Share,
being the mid-point of the Offer Price range:

Strengthening our financial position to undertake more sizeable E&M engineering
projects

Payment of the upfront cost for our future projects

Approximately MOP31.7 million (equivalent to approximately HK$30.8 million) or
approximately 31.2% of the net proceeds will be used for upfront cost of our projects
including (i) purchase or deposit for materials such as cables, electrical parts and
components; (ii) fees payable to the subcontractors (including the imported workers); and
(ii1) recruitment of direct labour (if necessary).

Payment for the performance bonds for our future projects
Approximately MOP31.7 million (equivalent to approximately HK$30.8 million) or

approximately 31.2% of the net proceeds will be used for obtaining performance bonds for
new E&M engineering projects from new and/or existing customers.
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Our on-going and potential sizeable E&M projects as at the Latest Practicable Date

During the Track Record Period, we had completed 30 projects. As at 31 July 2019,
we had 20 on-going projects (either in progress or yet to commence). After 31 July 2019
and up to the Latest Practicable Date, we had completed two further projects and five new
projects had been awarded. As at the Latest Practicable Date, we had 23 on-going projects
(either in progress or yet to commence) (the “On-going Projects”). Our Directors expect
that these on-going projects will contribute revenue to us of approximately MOPS5.1
million for the remaining five months ended 31 December 2019, approximately MOP157.9
million in FY2020 and approximately MOP74.2 million in FY2021. Our On-going Projects
are expected to be completed by FY2021. For details, please refer to the paragraph headed
“Business — Our projects — On-going projects” in the prospectus. The following tables set
out further information about our On-going Project P15 the outstanding upfront cost and
outstanding performance bond of which will utilise the net proceeds from the Share Offer:

Outstanding
Outstanding performance
upfront bond
cost effect requirement
asatthe  asat the

Latest Latest Latest
contract Expected completion Practicable Practicable
Project Customer sum" " Commencement date date Status Date” " Date"
MOP'000 MOP'000  MOP’000
P15 Customer L 82,586 October 2019 First quarter of 2021 In progress‘N"” g 8,259 8,259
Notes:
1. The latest contract sum as revised due to variation and supplemental orders, as the case may be.
2. Project P15 commenced its operation in October 2019, therefore accordingly its upfront cost effect

has also commenced to be incurred. As indicated in the paragraph headed “Business strategies —
Strengthening our financial position to undertake more sizeable E&M engineering projects” in this
section that the situation of upfront cost incurred will generally maintain approximately five to
seven months, our Directors estimated that Project P15 will achieve breakeven on upfront cost effect
by mid of 2020.

3. The outstanding contract sum as at the Latest Practicable Date of Project P15 was approximately
MOPS82.6 million.

4. The outstanding performance bond requirement for Project P15 shall be fulfilled by April 2020.
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The outstanding performance bond requirements of our On-going Project P15 as per

the table above amount to approximately MOPS8.3 million.

On top of our On-going Projects, as at the Latest Practicable Date, we had submitted

77 quotations/tenders but pending result of whether they will be awarded, and the total
contract sum of them was approximately MOP548.3 million (the “Potential Projects”). The
following table summarises our Potential Projects with the initial contract sum of more than
MOP10 million as at the Latest Practicable Date in descending order:

Rank  Customer Sector
l Customer L Private
2 Customer A2 Private

3 An established operator of  Private
casinos and hotels in
Macau

4 Customer A2 Private

Type

Supply and installation of
electrical system in a
hotel and casino
development at Cotai,
Macau

Supply and installation of
electrical and extra-low
voltage system in a
secondary school
expansion project at Rua
de S. Lourenco, Macau

Replacement works for
facade lighting at tower
and feature lighting at
common area of
entertainment centre in
the tourist tower at
Praca Do Lago Sai Van,
Macau

Supply and installation of
electrical and extra-low
voltage system in an
expansion project of an
affiliated school of
Macau university at
Taipa, Macau

Expected date  Expected Expected
of quotation/  project project
Contract tender result  commencement completion
sum™* " announcement date date
MOP'000
167,299  Within the first  Within the By the end
quarter of second of 2022
2020 quarter of
2020
118,881 Within the first  Within the By the end
quarter of second of 2021
2020 quarter of
2021
110,083 Within the first  Within the By the end
quarter of second of 2021
2020 quarter of
2020
72,190 Within the first  Within the By the end
quarter of second of 2021
2020 quarter of
2020
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Expected date  Expected Expected
of quotation/  project project
Contract tender result  commencement completion  Performance
Rank  Customer Sector Type sum™* " announcement date date bond
MOP’000 MOP’000
5 Customer A2 Private Supply and installation of 28,280 Within the first  Within the By the end 2,828
extra low voltage system quarter of second of 2021
in a hotel development 2020 quarter of
project at Lago Nam 2020
Van, Macau
0 Customer A2 Private Design and implementation 16,219 Within the first ~ Within the By the end 1,622
of extra-low voltage quarter of second of 2022
system at shopping mall 2020 quarter of
in a residential and 2020
commercial development
project at Taipa, Macau
1 Customer A2 Private Supply and installation of 10,890 Within the first  Within the first By the end 1,089
electrical system for a quarter of quarter of of 2021
shop in a residential and 2020 2020
commercial development
project at Taipa, Macau
Total ™™ 2 523,843 52,384
Notes:
1. This is based on the quotations/tenders submitted. The initial contract sum of a particular project (if awarded) is
subject to the letter of intent.
2. The figures and percentages above may not add up to the total due to rounding.

Our seven major Potential Projects as per the table above account for approximately

95.5% of the total contract sum of our Potential Projects at approximately MOP548.3

million.

Besides the above seven major Potential Projects (i) there are six Potential Projects

with contract sum between MOP10 million and MOP1 million, none of which have any

performance bond requirement; and (ii) the remaining 64 Potential Projects with contract

sum below MOPI million do not have any performance bond requirement. The total

performance bond requirement of all our 77 Potential Projects is approximately MOP52.4

million.
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Rank

Further to our Potential Projects, we target to submit within one year after Listing
further quotations/tenders with the total contract sum of not less than MOP400 million (the
“Further Potential Projects”).

The following table sets forth the major quotation/tender invitation that we have
received as at the Latest Practicable Date and that we intend to submit quotation/tender

after Listing for bidding for the Further Potential Projects:

Estimated sum Expected

of quotation/ project Expected Performance
tender commencement project bond
Customer Sector  Type submission date completion date requirement
MOP000
Customer A2 Private  Supply and installation of 400,000 Around the first ~ Around the first  10% of the
electrical system in a hotel quarter of quarter of contract sum
and casino development at 2020 2023

Cotai, Macau
Estimation of the upfront cost for our future projects

In view of the above, taking into account the average quotations/tenders success rate
during the Track Record Period at approximately 30.6%, our Directors estimated that the
total contract sum of our Potential Projects and Further Potential Projects to be awarded
(the “Estimated Future Awarded Projects”) will be at approximately:

Total contract sum of Potential Projects : MOP548.3 million
Total contract sum of Further Potential Projects MOP400 million
Average quotations/tenders success rate : 30.6%

Therefore, total contract sum of Estimated Future Awarded Projects =
(MOP548.3 million + MOP400 million) x 30.6% = MOP290.2 million

As at the Latest Practicable Date, the outstanding upfront cost effect for Project P15
was approximately MOPS8.3 million. The total contract sum of our Estimated Future
Awarded Projects will be at approximately MOP290.2 million. As per the experience of our
Directors and making reference to our major projects during the Track Record Period, and
with the support of the Frost & Sullivan Report, the average upfront cost of a particular
project is approximately 10% of the initial contract sum. Therefore, we shall need to
reserve approximately MOP37.3 million (i.e. MOP290.2 million x 10% + MOPS8.3 million)
to satisfy the upfront cost requirement of our future contracts.
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Estimation of the performance bonds for our future projects

Regarding the performance bond requirements, as aforesaid, the outstanding
performance bond requirements of our On-going Project P15 amount to approximately
MOP8.3 million, while the performance bond requirements of our Potential Projects amount
to approximately MOP52.4 million.

Since the quotation/tender invitation that we have received as at the Latest Practicable
Date has imposed performance bond requirement of 10% of the contract sum, we estimate
that the performance bond requirements of our Further Potential Projects amount to
approximately MOP40 million (i.e. MOP400 million x 10%).

In view of the above, taking into account the average quotations/tenders success rate
during the Track Record Period at approximately 30.6%, our Directors estimated that the
performance bond requirements of our Estimated Future Awarded Projects will be at
approximately:

(MOP52.4 million + MOP40 million) x 30.6% = MOP28.3 million

Together with the outstanding performance bond requirements of our On-going Project
P15 at approximately MOPS8.3 million, our Directors estimated that the total performance
bond requirements of our future contracts will be at approximately:

MOP8.3 million + MOP28.3 million = MOP36.6 million
Summary
The following table sets out the portions of our estimated upfront cost and
performance bonds for our future projects to be satisfied by the net proceeds from the

Share Offer and by our internal resources respectively:

To be satisfied by
the net proceeds To be satisfied by

from the Share our internal

Total Offer resources

(MOP million) (MOP million) (MOP million)

Upfront cost 37.3 31.7  (85.0%) 5.6 (15.0%)
Performance bonds 36.6 31.7 (86.6%) 49 (13.4%)

Further to the table above, among the net proceeds from the Share Offer of
approximately MOP31.7 million for upfront cost and approximately MOP31.7 million for
performance bonds, it is estimated that approximately MOP8.3 million and MOPS8.3 million
respectively will be utilised to satisfy the outstanding upfront cost and/or outstanding
performance bond of the On-going Project P15.
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The remaining net proceeds from the Share Offer (i.e. approximately MOP23.4 million
for upfront cost and approximately MOP23.4 million for performance bonds) will be
allocated to satisfy the upfront cost and performance bond of the Potential Projects and
Further Potential Projects on a “first-award, first-served” basis, and any shortfall will be
satisfied by our internal resources.

Establishing an E&M maintenance department

Approximately MOP21.2 million (equivalent to approximately HK$20.6 million) or
approximately 20.9% of the net proceeds will be used for establishing an E&M
maintenance department within one year after Listing.

In order to shorten the project/work duration (which is our customers’ paramount
consideration because this would mean suspension time for maintenance can be minimised),
our Directors consider we shall acquire our own set of machines and equipment, as well as
maintain certain inventories of electrical parts and components, instead of solely rely on
third party lessors and suppliers, for the E&M maintenance department to be established.

We prepare to acquire nine sets of scissor electrical platform (of approximately
MOP2.9 million), 54 sets of tester (of approximately MOP2.0 million) and two light goods
vehicles (of approximately MOPO0.3 million) at the total cost of approximately MOPS5.2
million within one year after Listing. We also prepare to acquire certain electrical parts and
components at the total cost of approximately MOPS5.2 million as inventories for E&M
maintenance works within one year after Listing, details of which are set forth below:

Item Quantity Amount
MOP’000

Air circuit breaker 40 1,224
Molded case circuit breaker 350 952
Measurement current transformer 160 23
Protective current transformer 600 203
Isolator switch 150 385
Miniature circuit breaker 1,800 329
Residual current circuit breaker 600 226
Mechanical time switch 350 977
Range contactor 440 836
Others Various 94
Total: 5,249

As per the experience of our Directors, the aforesaid electrical parts and components
are commonly used in E&M engineering works, including both project nature of supply and
installation, and maintenance. Accordingly to our Directors’ estimation, the aforesaid
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electrical parts and components shall be able to cater the operating needs of our E&M
maintenance department to be established for approximately one year. These inventories of
electrical parts and components can also be utilised by our on-going E&M engineering
projects in case our E&M maintenance department to be established cannot “digest” them.

As a result of the acquisition of the aforesaid machines and vehicles, our Directors
consider it is necessary to acquire a workshop (preferably in the same district with our
current Macau office) with gross floor area at approximately 3,400 sq. ft. for the parking
and regular maintenance of our machines and vehicles within one year after Listing. Such
workshop will also designate (i) approximately 1,000 sq.ft. to serve as an emergency centre
for our staff and technicians 24-hour standby to handle the orders for emergency E&M
maintenance services and for staff facilities; (ii) approximately 800 sq.ft. to be used to
carry out testing, inspection and storage of the electrical parts and components for E&M
maintenance services; (iii) approximately 800 sq. ft. for storage of the electrical equipment
including the nine sets of scissor electrical platform and 54 sets of tester to be acquired;
and (iv) approximately 800 sq.ft. to serve as an operating theatre to repair the
malfunctioning components retrieved from our clients’ malfunctioning E&M systems. Our
Directors estimate that the acquisition cost of such workshop will be at approximately
MOP12.9 million, half of which at approximately MOP6.4 million as down payment will be
satisfied by the net proceeds from the Share Offer while the remaining half will be satisfied
by mortgage loan of a licensed bank in Macau. The relevant stamp duty at approximately
MOP347,000 and the refurbishment cost of such workshop at approximately MOP4.1
million will be satisfied by the net proceeds from the Share Offer.

Our current warehouses located at Unit D, 5/F, Edificio Industrial Wan Tai, No. 61-71
Rua Um do Bairro da Concérdia, Macau and Units 314 and 318, 3/F, Armazem Nam
Kuong, No. 100 Rua do Dr. Lourenco Pereira Marques, Macau have already been fully
utilised because during the Track Record Period, we had from time-to-time engaged a third
party logistic company for storage service to accommodate our extra storage needs. In
FY2016, FY2017, FY2018 and 7M2019, our expenses for such storage service amounted to
approximately MOP211,000, MOP79,000, MOP389,000 and MOP183,000, respectively.
Besides the utilisation issue, our Directors also consider that it would not be suitable to
alter the use of our current warehouse to be a workshop because (i) the cargo lift of the
building of our current warehouse is not large enough to uplift the equipment with
considerable size and weight (such as certain scissor electrical platforms to be purchased
by us); (ii) we shall need to look for alternative storage premises and the relocation of our
storage capacity would somehow disrupt our existing operations; and (iii) since we need to
carry out throughout renovation on our current warehouse before it can be used as a
workshop, to minimise the risk of loss of our renovation investment, our Directors shall
negotiate with the landlord for a longer lease term (for example, five to ten years).
Nevertheless, since the first day leasing the warehouse from the landlord in 2014, the
landlord only agreed to renew the lease annually and refused to have a longer lease term.

When carrying out inspection works to address the causes of the defects in the
malfunctioning E&M systems, different types of testers will be involved. The 54 sets of
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tester we prepare to acquire contain the following seven types: (i) multifunction tester:
testing the likelihood of the damage and measuring the current of the target; (ii) insulation
tester: testing the likelihood of the damage of the target; (iii) leakage clamp meter:
measuring the current of the target area; (iv) light meter: testing the light level of the target
area; (v) thermal imager: testing the temperature of checking unit; (vi) phase loader: testing
the performance of the generator; and (vii) secondary tester: verifying the correct
functioning of a circuit breaker device. To the best knowledge of our Directors, testers (that
we prepare to purchase include both types of portable and fixture) are equipment analogous
to computers which leasing is uncommon. Another reason of why leasing of testers is
uncommon is that testers need regular calibration by third party service providers in order
to make sure they will be able to function properly and measure accurately, and there is no
assurance that the lessors have maintained due and regular calibration while the risk of
inaccurate measurement rests on the lessees.

During the Track Record Period, we leased scissor electrical platform but did not
leased any tester and light goods vehicle. Nevertheless, for the nine sets of scissor
electrical platform, the two light goods vehicles and the workshop, our Directors consider
that it is justifiable for us to choose acquisition instead of leasing. The following sets forth
the cost and benefit analysis between acquisition and leasing:

For simplicity sake, we assume that there will be no substantial difference on repair
and maintenance and labour cost between acquisition and leasing.

The average annual rental offered from third party lessors for the nine sets of scissor
electrical platform, the two light goods vehicles and the workshop are approximately
MOP1,300,000, MOP220,000 and MOP410,000 respectively.

We adopt a straight-line depreciation policy on our machines at the rate of 16.7% per
annum, on our motor vehicles at the rate of 20% per annum, and on our properties at the
rate of 2% per annum, all of which our Directors believe are in line with industry norm.
For details of the relevant accounting policies and estimates, please refer to note 14 of the
Accountants’ Report as set out in Appendix I to the prospectus.

Therefore, the estimated annual depreciation expenses for the nine sets of scissor
electrical platform, the two light goods vehicles and the workshop are approximately
MOP500,000, MOP58,000 and MOP260,000 respectively, which are lower than the
estimated annual rental expenses.
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Strengthening our manpower

Approximately MOP16.3 million (equivalent to approximately HK$15.7 million) or

approximately 16.0% of the net proceeds will be used for strengthening our manpower by

recruiting 16 additional full-time staff within one year after Listing, including two project

managers, one assistant project manager, five engineers, one safety officer, six foremen and

one quantity surveyor. The following table sets out their respective role, preferred

qualifications and experience, and estimated salaries of the 16 additional staff to be

recruited with the net proceeds from the Share Offer:

Position

Project
manager x 2

Assistant project

manager x |

Role

One project manager to handle

the growing number of
sizeable E&M engineering
projects to be undertaken
after strengthening our
financial position with the
net proceeds of the Share
Offer, and the another one to
work in the E&M
maintenance department to
be established with the net
proceeds of the Share Offer

To handle the growing number

of sizeable E&M engineering
projects to be undertaken
after strengthening our
financial position with the
net proceeds of the Share
Offer
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Preferred
qualifications
and experience

- Bachelor degree in

E&M engineering
or related
disciplines; and

minimum eight
years’ E&M
engineering project
management
experience in
Macau

Bachelor degree in
E&M engineering
or related
disciplines;

minimum four
years’ E&M
engineering project
management
experience; and

experience in
handling E&M
maintenance
projects in Macau

Estimated
monthly

salary
Mop

70,000 -
90,000

per project
manager

60,000 -
80,000

Use of

proceeds " "

MOP000

2,880

1,260
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be undertaken after
strengthening our financial
position with the net
proceeds of the Share Offer,
and the another three to
work in the E&M
maintenance department to
be established with the net
proceeds of the Share Offer
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and

minimum four
years’ E&M
engineering works
experience

Preferred Estimated
qualifications monthly Use of
Position Station  Role and experience salary  proceeds™”" "
MOP MOP’000
Engineer x 5 Macau  Three engineers to handle the - High diploma in 40,000 - 4,050
growing number of sizeable E&M engineering 50,000
E&M engineering projects to or related per engineer
be undertaken after disciplines;
strengthening our financial
position with the net minimum four
proceeds of the Share Offer, years’ E&M
and the another two to work engineering works
in the E&M maintenance experience
department to be established
with the net proceeds of the
Share Offer
Safety officer x 1 To handle the growing number High diploma in 40,000 - 810
of sizeable E&M engineering E&M engineering 50,000
projects to be undertaken or related
after strengthening our disciplines;
financial position with the
net proceeds of the Share recognised
Offer qualification in
engineering works
safety; and
minimum four
years’ E&M
engineering works
experience
Three foremen to handle the Diploma in E&M 40,000 - 4,860
growing number of sizeable engineering or 50,000 per
E&M engineering projects to related disciplines; foreman
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Preferred Estimated
qualifications monthly Use of
Position Station  Role and experience salary  proceeds™”" "
MOP MOP000
Quantity Macau  To handle the growing number - High diploma in 40,000 - 810
surveyor X 1 of sizeable E&M engineering quantity surveying 50,000
projects to be undertaken or related
after strengthening our disciplines; and
financial position with the
net proceeds of the Share - minimum four
Offer years’ experience
in E&M
engineering
quantity surveying
Total ¥ ?; 14,670
Notes:
1. 18 months’ salaries (according to the mid-point of the estimated monthly salary) will be satisfied by

the net proceeds of the Share Offer.

2. The figures and percentages above may not add up to the total due to rounding.

As a result of the expansion of our manpower, our Directors consider it is necessary to
rent extra staff quarters in Macau (preferably in close proximity with our current Macau
office) with total gross floor area at approximately 530 sq.m. for our additional staff within
one year after Listing. Our Directors estimate that the monthly rent will be at
approximately MOPS88,000 and 18 months’ rent of such extra office premises at
approximately MOP1.6 million will be satisfied by the net proceeds of the Share Offer.

General working capital
Approximately MOPO.7 million (equivalent to approximately HK$0.7 million) or

approximately 0.7% of the net proceeds will be used for working capital and other general
corporate purposes.
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IMPLEMENTATION PLAN

The following table sets forth a summary of our allocation of the net proceeds of the Share
Offer:

Percentage of
Use of proceeds net proceeds
HKS$ million

(MOP million) %

Strengthening our financial position to undertake more
sizeable E&M engineering projects

— Payment of the upfront cost for our future projects 30.8 (31.7) 31.2

— Payment for the performance bonds for our future
projects 30.8 (31.7) 31.2

Establishing an E&M maintenance department
— Payment for acquiring machines and equipment 5.0 (5.2) 5.1

— Payment for inventories of electrical parts and

components 5.0 (5.2) 5.1
— Down payment for acquiring a workshop 6.3 (6.4) 6.3
— Stamp duty for acquiring a workshop 0.3 (0.3) 0.3
— Refurbishment cost of a workshop 4.0 (4.1) 4.0

Strengthening our manpower

To handle the growing number of sizeable E&M engineering
projects to be undertaken after strengthening our financial
position with the net proceeds of the Share Offer

— 18 months’ salaries for ten additional full-time staff 8.9 (9.2) 9.1

— Rent for extra staff quarters 0.8 (0.9) 0.9
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Percentage of
Use of proceeds net proceeds
HKS$ million

(MOP million) %

To work in the E&M maintenance department to be
established with the net proceeds of the Share Offer

— 18 months’ salaries for six additional full-time staff 5.3 (5.5) 5.4
— Rent for extra staff quarters 0.7 (0.7) 0.7
General working capital 0.7 (0.7) 0.7
Total: 98.5 (101.6) 100.0

We target to commence the implementation of our future plans from the Listing Date and
complete them within one year after Listing.

The above allocation of the net proceeds from the Share Offer will be adjusted on a pro
rata basis in the event that the Offer Price is fixed at the high-end or the low-end compared to
the mid-point of the indicative Offer Price range.

In the event that the Over-allotment Option is exercised in full, we intend to apply the
additional net proceeds from the Share Offer for the above uses in the same proportions stated
above.

To the extent that the net proceeds of the Share Offer which are not immediately applied
for the above purposes, we currently intend to deposit such net proceeds into interest-bearing

bank accounts with licensed banks and/or financial institutions in Macau and/or Hong Kong.

We will issue an announcement in the event that there is any material change in the use of
net proceeds of the Share Offer as set out above.
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Breakeven period and investment payback period for establishing an E&M maintenance
department

The following table sets out the calculation of the breakeven period and investment
payback period for establishing an E&M maintenance department and the assumptions involved:

Breakeven period
and investment

Assumptions Expenditure payback period "¢ #
- Gross profit margin of For calculation of breakeven period and Breakeven period is
providing E&M maintenance investment payback period: expected to be
works is same as the gross approximately two
profit margin of our Group in - Monthly rent for staff quarters at months after the
FY2018 (with reference to the approximately MOP40,000 commencement of
aforesaid 12 projects involving operation of the E&M
E&M maintenance works - Monthly mortgage interest expenses maintenance
(Note 1)y of the workshop at approximately department
MOP16,000
- Employment of one project Investment payback
manager, two engineers and - Monthly administrative expenses at period is expected to
three foremen will be carried approximately 3% of the monthly be approximately 2.5
out by stages with reference to revenue of the E&M maintenance years after the
the business growth of the department V"¢ ¥ commencement of
E&M maintenance department operation of the E&M
such that the aforesaid gross For calculation of investment payback maintenance
profit margin of providing period only: department
E&M maintenance works will
be maintained - Refurbishing cost of the workshop at

approximately MOP4.1 million
- A ramp-up period of ten

months starting from 1% of the - Stamp duty for acquiring the
monthly revenue of our Group workshop at approximately

is attributable to providing MOP347,000

E&M maintenance works for

the first month of operation of - Payment for acquiring machines and
the E&M maintenance equipment at approximately MOPS.2
department to 10% of the tenth million

month with 1% increment by

month

- 10% of the revenue of our
Group is attributable to
providing E&M maintenance
works after the ramp-up period
of the operation of the E&M
maintenance department

- After the ramp-up period,
12.2% annual growth of
revenue for each subsequent
year of operation of the E&M
maintenance department V¢ #
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Notes:

1. Please refer to the paragraph headed “Business strategies — Establishing an E&M maintenance department”
in this section.

2. According to the Frost & Sullivan Report, it is expected that the revenue of the E&M engineering industry
in the repair and maintenance segment is estimated to reach approximately HK$5.7 billion, with a CAGR
of approximately 12.2% from 2019 to 2023.

3. This is estimated with reference to the average percentage of our administrative expenses over our revenue
during the Track Record Period.

4. Breakeven is considered as the first month since commencement of operation where the monthly cash

inflow of the E&M maintenance department can cover its monthly cash in nature operating cost, while
investment payback is considered as the first instance where the accumulated net cash inflow since
commencement of operation can cover the total initial investment amount for the establishment of the
E&M maintenance department.

REASONS FOR THE LISTING

In order to fully implement our business strategies, our Directors consider that we shall
need to go for Listing because of the following reasons:

Our cash level is only sufficient to maintain our existing operation and is inadequate for
our business strategies

We rely on cash generated from our operations as our principal source of funds. Our bank
balances and cash were subject to fluctuations during the Track Record Period and are expected
to continue to fluctuate during the course of our business.

As at 31 July 2019, our bank balances and cash were approximately MOP28.5 million.
Taking into account the general working capital to be satisfied by the net proceeds from the
Share Offer at approximately MOPO0.7 million, it is estimated that our cash level will be
enhanced to approximately MOP29.2 million. Nevertheless, our Directors consider that our cash
level is only sufficient to maintain our existing operation and is inadequate for our business
strategies. The followings are the analysis:

- Based on the financial information for FY2018, our monthly direct cost and
administrative expenses amounted to approximately MOP11.3 million per month, our
Directors consider that our Group should maintain a cash level of at least three
months of our direct cost and administrative expenses in the total of approximately
MOP33.9 million.

—  With the aforesaid three-month cash reserves for our direct cost and administrative
expenses, there will be no remaining cash level to be used to satisfy the upfront cost
and performance bond requirements of our On-going Project P15, which is considered
by our Directors that our bank balances and cash is significantly inadequate because
just only the outstanding performance bond requirements (while not counting the
upfront cost) of our On-going Project P15 has already amounted to approximately
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MOP8.3 million (and not counting the outstanding performance bond requirements of
Projects Pl and P13 at approximately MOP3.6 million and MOPI16.9 million
respectively which are estimated to be satisfied by our internal resources after the
Track Record Period and before Listing).

—  We currently do not have any banking loan facility. As per our Directors’
communication with our Macau bank, even with our Macau office as security, the
amount of loan facility able to be granted by the bank at the current stage is only
approximately from MOPS5 million to MOPS8 million. As such, given the limited loan
amount able to be granted by the bank, our Directors consider that resorting our
capital requirement to debt financing only is inadequate for our business strategies and
we shall need to proceed for equity financing by way of Listing in order to satisfy our
capital requirement.

- Even with the net proceeds of the Share Offer, only approximately 85.0% of our
estimated upfront cost requirements of our On-going Projects and Estimated Future
Awarded Projects at approximately MOP31.7 million and approximately 86.6% of our
estimated performance bond requirements of our On-going Projects and Estimated
Future Awarded Projects at approximately MOP31.7 million, will be satisfied by the
net proceeds from the Share Offer, while the shortfalls at MOPS5.6 million and
MOP4.9 million, respectively will still need to be satisfied by our internal resources.

In view of the above, our current cash level is inadequate to cater entirely for our business
strategies. Without the net proceeds of the Share Offer, our Directors consider that (i) we can
only maintain the current business level of working on our On-going Projects as at the Latest
Practicable Date; (ii) we have to adopt a conservative strategy in the quotations/tenders
negotiation with our customers regarding our Potential Projects to avoid excessive workload (for
example, to directly in