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In this circular, unless the context otherwise requires, the following terms or expressions shall

have the meanings set out below:

‘‘2015 Master Supply

Agreement’’

the master supply agreement dated 15 September 2015 entered

into between the Company and BuildMax (SZ) in relation to

the purchase of building material products processed,

fabricated or manufactured by BuildMax (SZ) on an non-

exclusive basis for the three years ended 31 March 2018;

‘‘2018 Master Supply

Agreement’’

the new master supply agreement dated 20 April 2018 entered

between the Company and BuildMax (SZ) in relation to the

purchase of building material products processed, fabricated or

manufactured by BuildMax (SZ) on an non-exclusive basis for

the three years ending 31 March 2021;

‘‘Announcement’’ the announcement of the Company dated 20 April 2018 in

relation to, among others, the 2018 Master Supply Agreement

and the transactions contemplated thereunder;

‘‘associate(s)’’ has the meaning ascribed to it under the Listing Rules;

‘‘Board’’ the board of Directors;

‘‘BuildMax (SZ)’’ BuildMax Technology (Shenzhen) Limited, a sino-foreign

equity joint venture enterprise incorporated in the PRC, which

is owned as to 75% by Hillford and 25.0% by Shenzhen

Hengyauyuan, an independent third party;

‘‘Company’’ KPa-BM Holdings Limited, a company incorporated in the

Cayman Island and the Shares of which are traded on the Main

Board of the Stock Exchange;

‘‘Continuing Connected

Transactions’’

the continuing connected transactions contemplated under the

2018 Master Supply Agreement;

‘‘connected person(s)’’ has the meaning ascribed to it under the Listing Rules;

‘‘controlling Shareholder(s)’’ has the meaning ascribed to it under the Listing Rules;

‘‘Director(s)’’ the director(s) of the Company;
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‘‘EGM’’ an extraordinary general meeting of the Company to be

convened at 1907 to 1915, The Octagon, 6 Sha Tsui Road,

Tsuen Wan, New Territories, Hong Kong at 10:00 a.m. on

Thursday, 14 June 2018 to consider and, if thought fit,

approve, among other things, the 2018 Master Supply

Agreement and the transactions contemplated thereunder;

‘‘Group’’ the Company together with its subsidiaries;

‘‘Hillford’’ Hillford Trading Limited, a company incorporated in Hong

Kong with limited liability, which is owned as to

approximately 26.7% by Mr. Lui, approximately 26.7% by

Mr. Wai and approximately 26.7% by Mr. Yip, 15.0% by Mr.

Liu Yuen Wai and 5.5% by Mr. Chan Chi Ming;

‘‘Hong Kong’’ the Hong Kong Special Administrative Region of the PRC;

‘‘Independent Board Committee’’ an independent board committee of the Company comprising

all the independent non-executive Directors;

‘‘Independent Financial Adviser’’ VMS Securities Limited, a corporation licensed to carry out

type 1 (dealing in securities), type 4 (advising on securities),

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

management) regulated activities under the Securities and

Futures Ordinance (Chapter 571 of the Laws of Hong Kong),

being the independent financial adviser to the Independent

Board Committee and the Independent Shareholders in respect

of the 2018 Master Supply Agreement;

‘‘Independent Shareholders’’ Shareholders of the Company, other than Mr. Liu, Mr. Wai

and Mr. Yip and their respective associates;

‘‘independent third party(ies)’’ person(s) or company(ies) and whose ultimate beneficial owner

who/which is/are independent of the Directors, chief executive

and substantial shareholders of the Company and its

subsidiaries and any of their respective associates as defined

in the Listing Rules;

‘‘Latest Practicable Date’’ 21 May 2018, being the latest practicable date prior to the

printing of this circular for ascertaining certain information for

inclusion in this circular;

‘‘Mr. Lui’’ Mr. Lui Bun Yuen, Danny, an executive Director and one of

the controlling Shareholders of the Company;
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‘‘Mr. Wai’’ Mr. Wai Yat Kin, an executive Director, the chief executive

officer and one of the controlling Shareholders of the

Company;

‘‘Mr. Yip’’ Mr. Yip Pak Hung, an executive Director, the chairman of the

Board and one of the controlling Shareholders of the

Company;

‘‘PRC’’ the People’s Republic of China, which for the purpose of this

circular, excluding Hong Kong, the Macau Special

Administrative Region of the PRC and Taiwan;

‘‘Proposed Annual Caps’’ the proposed annual caps for the purchase of building material

products by the Group from BuildMax (SZ) for the three years

ending 31 March 2021 under the 2018 Master Supply

Agreement;

‘‘SFO’’ the Securities and Futures Ordinance (Chapter 571 of the Laws

of Hong Kong), as amended, modified and supplemented from

time to time;

‘‘Share(s)’’ share(s) of HK$0.01 each in the capital of the Company;

‘‘Shareholder(s)’’ holder(s) of the Share(s);

‘‘Shenzhen Hengyauyuan’’ 深圳市恒有源科技發展有限公司 (Shenzhen Hengyauyuan

Technology Development Limited*), a company established

under the laws of the PRC with limited liability and is owned

as to 60.0% by Mr. Liu Jian Heng and 40.0% by Mr. Xu Zu

Jia, both of them are independent third parties;

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited;

‘‘Supplemental Agreement’’ the supplemental agreement dated 28 April 2017 entered into

between the Company and BuildMax (SZ) in relation to the

revision of annual cap for the year ended 31 March 2018

under the 2015 Master Supply Agreement;

‘‘HK$’’ Hong Kong Dollar, the lawful currency of Hong Kong; and

‘‘%’’ per cent.

* For identification purpose only
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Hong Kong

25 May 2018

To the Shareholders

Dear Sir/Madam,

RENEWAL FOR CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO THE 2018 MASTER SUPPLY AGREEMENT

INTRODUCTION

References are made to (i) the prospectus of the Company dated 30 September 2015 in

relation to, among other things, the continuing connected transactions under the 2015 Master

Supply Agreement; (ii) the announcement of the Company dated 28 April 2017 and the circular

dated 15 June 2017 in relation to the revision of annual cap for the year ended 31 March 2018

under the 2015 Master Supply Agreement (as supplemented by the Supplemental Agreement); and

(iii) the Announcement.

* For identification purpose only
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The 2015 Master Supply Agreement was expired on 31 March 2018. As the Group intends to

continue carrying out the transactions under the 2015 Master Supply Agreement in the ordinary and

usual course of business of the Group, the Company (for itself and other group companies) entered

into the 2018 Master Supply Agreement on 20 April 2018 with BuildMax (SZ) for a term of three

years ending 31 March 2021, subject to Independent Shareholders’ approval.

The Proposed Annual Caps for the transactions contemplated under the 2018 Master Supply

Agreement for each of the three years ending 31 March 2021 will not exceed HK$24.0 million,

HK$27.0 million and HK$30.0 million, respectively.

As at the Latest Practicable Date, BuildMax (SZ) is owned as to 75.0% by Hillford and 25.0%

by Shenzhen Hengyauyuan. Hillford is a limited liability company incorporated in Hong Kong,

which is owned as to approximately 26.7% by Mr. Lui, approximately 26.7% by Mr. Wai,

approximately 26.7% by Mr. Yip, 15.0% by Mr. Liu Yuen Wai and 5.0% by Mr. Chan Chi Ming.

Mr. Liu Yuen Wai is the general manager of the Group and Mr. Chan Chi Ming is the project

manager of the Group. Shenzhen Hengyauyuan is a limited liability company established in the

PRC, which is owned as to 60.0% by Mr. Liu Jian Heng and 40.0% by Mr. Xu Zu Jia, both of them

are independent third parties.

As (i) Mr. Lui, Mr. Wai and Mr. Yip are executive Directors and controlling Shareholders of

the Company and hence are connected persons of the Company; (ii) Mr. Lui, Mr. Wai and Mr. Yip

together hold over 30.0% shareholding interest in Hillford; and (iii) over 30.0% equity interest of

BuildMax (SZ) is held by Hillford, BuildMax (SZ) is therefore considered as an associate of Mr.

Lui, Mr. Wai and Mr. Yip and a connected person of the Company under Chapter 14A of the

Listing Rules.

Since the applicable percentage ratios (as defined in Rule 14.07 of the Listing Rules) (other

than the profit ratio) for the transactions contemplated under the 2018 Master Supply Agreement for

each of the three years ending 31 March 2021 will exceed 5% on an annual basis and the annual

consideration is more than HK$10 million, the 2018 Master Supply Agreement and the transactions

contemplated thereunder are subject to the reporting, announcement, annual review and Independent

Shareholders’ approval requirement under Chapter 14A of the Listing Rules.

The purpose of this circular is to provide you with the information, among other things, (i)

details of the 2018 Master Supply Agreement and the Proposed Annual Caps thereunder; (ii) the

advice and recommendations from the Independent Board Committee to the Independent

Shareholders; (iii) a letter from the Independent Financial Adviser to the Independent Board

Committee and the Independent Shareholders in respect of the 2018 Master Supply Agreement and

the Proposed Annual Caps thereunder; and (iv) the notice of the EGM.
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2018 MASTER SUPPLY AGREEMENT

The major terms of the 2018 Master Supply Agreement are as follows:

Date: 20 April 2018

Parties: (i) The Company; and

(ii) BuildMax (SZ)

Subject: Pursuant to the 2018 Master Supply Agreement, BuildMax (SZ) agreed to

sell and/or supply and the Company (for itself and other group companies)

agreed to purchase on an non-exclusive basis building material products,

which have been processed, fabricated or manufactured by BuildMax (SZ)

in accordance with the specifications provided by the Group at the purchase

price set out in each individual purchase order as may from time to time be

offered by the Group and accepted by BuildMax (SZ).

Pricing basis: The purchase price in each purchase order placed by the Group to

BuildMax (SZ) include (i) the cost of the raw materials procured by

BuildMax (SZ); and (ii) the fees charged by BuildMax (SZ) for the

processing, fabricating or manufacturing of the building material products in

accordance with the specifications provided by the Group. The purchase

price shall be determined after arm’s length negotiations between BuildMax

(SZ) and the Group from time to time with reference to the then prevailing

market price of similar products in the market and that in any event shall be

no less favourable to the Group than that offered to independent third

parties by BuildMax (SZ).

Condition

precedent:

The 2018 Master Supply Agreement is conditional upon approval by the

Independent Shareholders at the EGM in accordance with the requirements

of the Listing Rules.

PRICING BASIS REGARDING SUPPLY OF BUILDING MATERIAL PRODUCTS BY

BUILDMAX (SZ)

The building material products (including the related processing, fabrication or manufacturing

charges) purchased by the Group from BuildMax (SZ) mainly comprised aluminium extrusions,

aluminium sheet, steel, stainless steel, roof cladding materials and noise barrier materials.

The price of building material products to be supplied by BuildMax (SZ) to the Group is

determined with reference to the prevailing market price of similar products (including the related

processing, fabrication or manufacturing charges in accordance with the products’ specification) in

the market as basis and that in any event shall be no less favourable to the Group than that offered
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to independent third parties by BuildMax (SZ). The purchase price of building material products

offered by BuildMax (SZ) was lower and relatively favourable than that offered by other

independent third party suppliers to the Group during the three years ended 31 March 2018.

THE PROPOSED ANNUAL CAPS

Historical figures

The Board has been carefully monitoring the historical transaction amounts under the 2015

Master Supply Agreement. The table below sets out the annual caps and the historical transaction

amounts for each of the three years ended 31 March 2018 under the 2015 Master Supply

Agreement:

For the year ended 31 March

2016 2017 2018

HK$ million HK$ million HK$ million

Annual caps under the 2015 Master

Supply Agreement 15.0 15.0 25.0(Note)

Historical transaction amounts under

the 2015 Master Supply Agreement

(approximately) 13.5 10.3 20.4

Note: Pursuant to the Supplemental Agreement, the annual cap for the year ended 31 March 2018 under the 2015

Master Supply Agreement had been revised to HK$25.0 million.

For each of the three years ended 31 March 2018, the historical transaction amounts under the

2015 Master Supply Agreement were approximately HK$13.5 million, HK$10.3 million and

HK$20.4 million, respectively.

The decrease in transaction amounts under the 2015 Master Supply Agreement for the year

ended 31 March 2017 as compared to that for the year ended 31 March 2016 was mainly due to the

increase in purchase of building material products by the Group from other independent third party

suppliers as a result of the production capacity of BuildMax (SZ) failing to meet the demand of the

Group during the year, whereas the increase in transaction amounts from approximately HK$10.3

million for the year ended 31 March 2017 to approximately HK$20.4 million for the year ended 31

March 2018 under the 2015 Master Supply Agreement was mainly due to the larger quantities of

materials procured by the Group from BuildMax (SZ) for the two projects in relation to structural

steelwork and noise barriers undertaken by the Group during the year.
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The Proposed Annual Caps

For the year ending 31 March

2019 2020 2021

HK$ million HK$ million HK$ million

Proposed Annual Caps under the 2018

Master Supply Agreement 24.0 27.0 30.0

The Directors estimate that the aggregated purchase amount of building material products by

the Group from BuildMax (SZ) under the 2018 Master Supply Agreement for each of the three

years ending 31 March 2021 will not exceed HK$24.0 million, HK$27.0 million and HK$30.0

million, respectively.

The Proposed Annual Caps under the 2018 Master Supply Agreement are determined with

reference to (i) the historical transaction amounts for the purchase of building material products by

the Group from BuildMax (SZ) for the three years ended 31 March 2018; (ii) the forecasted

purchase amounts for the building material products estimated based on the Group’s projects on

hand as at 28 February 2018; (iii) the projected proportion of purchase from BuildMax (SZ)

estimates based on the historical proportion of purchase from BuildMax (SZ) by the Group under

the 2015 Master Supply Agreement; and (iv) a flexibility buffer on the Proposed Annual Caps for

the three years ending 31 March 2021 to accommodate any unpredictable increase in material costs

or unexpected increase in number of projects undertaken by the Group in the coming years.

The historical transaction amounts for the purchase of building material products by the

Group from BuildMax (SZ)

The Group will place purchase orders with both independent third party suppliers and

BuildMax (SZ) from time to time, taking into account various factors including but not limited to

the availability of supply of building material products, delivery time schedule and the prevailing

market prices of building material products. The proportion of the Group’s purchase of building

material products from BuildMax (SZ) and from other independent third party suppliers for each of

three years ended 31 March 2018 are set out as below:

For the year ended 31 March

2016 2017 2018

(Approximately %)

BuildMax (SZ) 57.0 33.2 71.4

Independent third party suppliers 43.0 66.8 28.6

Total 100.0 100.0 100.0
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The forecasted purchase amounts for building material products estimated based on the

Group’s projects on hand

As at 28 February 2018, the Group had a total of 42 design and build projects on hand which

were related to (i) facade, roof and related works; and (ii) structural steelwork and noise barriers,

with an aggregate outstanding awarded contract sum of approximately HK$464.1 million.

According to their respective latest project schedule, the last expected completion date of the

Group’s design and build projects on hand as at 28 February 2018 is in or around the second

quarter of 2021.

Based on the Directors’ industry experience and the nature and specification of the Group’s

projects on hand, it is estimated that the cost of materials (including the related processing,

fabrication or manufacturing charges) will amount to approximately HK$154.7 million, representing

approximately 33.3% of the aggregate outstanding awarded contract sum of these 42 projects on

hand as at 28 February 2018. Out of the estimated materials costs of approximately HK$154.7

million, the Directors expect that approximately HK$102.2 million of the building material products

will be purchased from BuildMax (SZ) and its similar types of independent third party suppliers

(excluding other types of materials to be supplied by different types of independent third party

suppliers).

The projected proportion of purchase from BuildMax (SZ) estimates based on the historical

proportion of purchase from BuildMax (SZ) by the Group

The Group’s annual purchase proportion of building material products from BuildMax (SZ)

amounted to approximately 57.0%, 33.2% and 71.4% for each of the three years ended 31 March

2018, respectively. The relatively low annual purchase proportion from BuildMax (SZ) for the year

ended 31 March 2017 was an exceptional circumstance that the production capacity of BuildMax

(SZ) failed to meet the demand of the Group during the year. Having considered that (i) save for

BuildMax (SZ), the Group has no less than seven suppliers on its internal list of approved

suppliers, which supply similar building material products; (ii) the Group engaged no less than

other five suppliers providing the required building material products during the three years ended

31 March 2018; (iii) the aforesaid approved suppliers are located in Hong Kong or Guangdong

Province, the PRC; (iv) with the Group’s extensive experience in the industry and an established

relationship with its suppliers, the Directors believe that the Group is able to identify the alternative

or new suppliers through referrals by other parties in the industry and/or through online

marketplace, the Directors therefore expect that the Group will not only rely on BuildMax (SZ)

solely for the supply of building material products and believe that there are many alternative

suppliers available in the market which can supply similar products at comparable market prices

and qualities and the Group should not have any difficulty in purchasing from the alternative

suppliers.

Having considered the respective historical annual purchase proportion from BuildMax (SZ)

for the year ended 31 March 2016 and 2018, the Directors expect that the Group’s forecasted

demand in building material products from BuildMax (SZ) and other similar types of independent

third party suppliers will be maintained on 60:40 basis. Accordingly, the Directors estimate that the
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total purchase amounts of building material products to be placed by the Group from BuildMax

(SZ) will amount to approximately HK$61.3 million for its 42 projects on hand as at 28 February

2018.

A flexibility buffer on the Proposed Annual Caps for the three years ending 31 March 2021

During the year ended 31 March 2017, the Group had been awarded with three design and

build projects each with an awarded contract sum of over HK$100 million. The aggregate awarded

contract sum of the aforesaid three design and build projects amounted to approximately HK$395.0

million and based on the respective project schedule provided by the customers, it is expected that

the substantial portion of the Group’s works in these three projects will be completed during the

year ending 31 March 2019. For further details, please refer to the announcement of the Company

dated 16 October 2017.

It is the Group’s business strategies to continue to develop its design and build business by

undertaking more sizeable projects so as to expand its market share. As the Group intends to tender

a number of large scale projects which are expected to be launched in the second half of 2018, the

Directors expect that the demand for the building material products will inevitably increase when a

sizeable contract is awarded to the Group and thus include a flexibility buffer on the Proposed

Annual Caps for each of the three years ending 31 March 2021 to accommodate any unpredictable

increase in material costs or unexpected increase in number of projects undertaken by the Group in

the coming years.

Taking into account, in particular (i) approximately HK$102.2 million of the building material

products is expected to be purchased for the Group’s 42 projects on hand as at 28 February 2018;

(ii) according to the respective latest project schedule, these 42 projects will be completed within

three years; (iii) assuming the Group’s demand in building material products for such 42 projects on

hand will be spreads evenly over the 3-year period based on the respective latest project schedule;

(iv) the estimation of 60.0% building material products to be purchased from BuildMax (SZ) for

each of the three years ending 31 March 2021; and (v) the expected increase in the award contract

sum in the coming years, the forecast purchase amounts of building material products required by

the Group from BuildMax (SZ) for each of the three years ending 31 March 2021 is HK$24.0

million, HK$27 million and HK$30 million, respectively.

REASONS FOR AND BENEFITS OF ENTERING INTO THE 2018 MASTER SUPPLY

AGREEMENT

During the past year, the Group has been focusing on cultivating potential new business

opportunities and tendering projects in both private and public sectors.

As at the 28 February 2018, the Group had a total of 42 design and build projects on hand,

representing projects that have commenced but not yet completed and projects that have been

awarded to the Group but not yet commenced, with an aggregate awarded contract sum of

approximately HK$1,108.6 million, of which the aggregate outstanding awarded contract sum as at

28 February 2018 amounted to approximately HK$464.1 million. Based on the project schedule
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provide by the customer, such projects on hand are expected to be completed within three years. It

is estimated that the expected purchase amount of building material products for the above projects

by the Group from BuildMax (SZ) for each of the three years ending 31 March 2021 will be similar

to that for the year ended 31 March 2018.

The Directors consider that other than purchasing building material products from independent

third party suppliers, the arrangement to purchase building material products from BuildMax (SZ)

pursuant to the 2018 Master Supply Agreement will provide the flexibility for the Group so as to

secure the stable supply of building material products for the Group’s projects on hand as at 28

February 2018 and its business operation. Such arrangement could significantly reduce the Group’s

operational risks, including the risk of building material products shortage, which may potentially

affect its business operation. The Proposed Annual Caps are determined after taking into account (i)

the historical transaction amounts for the purchase of building material products by the Group from

BuildMax (SZ) for the three years ended 31 March 2018; (ii) the aggregate outstanding awarded

contract sum of approximately HK$464.1 million of the Group’s 42 projects on hand as at 28

February 2018; (iii) the forecast purchase amounts of building material products of approximately

HK$102.2 million to be required for the Group’s 42 projects on hand as at 28 February 2018; (iv)

the Group’s projects on hand are expected to be completed within three years; (v) the estimation of

60.0% of building material products to be purchased from BuildMax (SZ); (vi) the Group’s projects

on hand needed to be backed by the stable supply of building material products from BuildMax

(SZ); and (vii) the expected increase in demand for building material products arising from any new

sizeable contract may be awarded to the Group in the coming years. The Directors are of the view

that the 2018 Master Supply Agreement forms an integral part of the ordinary and usual course of

business of the Group and is conducted on normal commercial terms determined on an arm’s length

basis.

In light of the above, the Directors (including independent non-executive Directors after

considering the advice of the Independent Financial Adviser) are of opinion that the entering into

the 2018 Master Supply Agreement and the transactions contemplated thereunder are in the

ordinary and usual course of the Group’s business, on normal commercial terms and the Proposed

Annual Caps are fair and reasonable and in the interests of the Company and the Shareholders as

far as the Company and the Shareholders are concerned.

INFORMATION ON THE GROUP AND BUILDMAX (SZ)

The Group is principally engaged in the building construction businesses. It mainly operates

through two business segments: (i) the structural engineering works segment is mainly engaged in

the provision of structural engineering works for the public and private sectors in Hong Kong as a

subcontractor; and (ii) the trading of building material products segment is mainly engaged in the

sales of building material products in Hong Kong, the PRC and overseas countries.

BuildMax (SZ) is a sino-foreign equity joint venture enterprise established in the PRC which

is principally engaged in (i) the processing, fabrication and manufacturing of building material

products in the PRC; and (ii) the sales and supply of building material products predominantly to
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the Group in Hong Kong and to customers in the PRC. As at the Latest Practicable Date, BuildMax

(SZ) is owned as to 75.0% by Hillford and 25.0% by Shenzhen Hengyauyuan, an independent third

party.

INTERNAL CONTROL MEASURES

To ensure the purchase price and payment terms of building material products offered by

BuildMax (SZ) under the 2018 Master Supply Agreement are in line with the prevailing market

practice, on normal commercial terms, fair and reasonable and no less favourable than available

from the independent third parties, and the Proposed Annual Caps will not be exceeded, the Group

will adopt the following internal control measures:

(i) the management of the Group is required to obtain, review and compare the quotations

(e.g. purchase price and payment terms) from independent third party suppliers in respect

of the supply of same products as required by the Group’s internal control procedures in

relation to continuing connected transactions. As a general practice, the Group will

obtain quotations from at least two suppliers for comparison. Following the receipt of

quotations, the Group will compare the terms of quotations and determine the selection

of suppliers by taking into account factors such as price quotations, quality of building

material products and ability of the supplier in meeting delivery time schedules. The

Group usually purchases building material products from the supplier with the lowest fee

quotation if the quality of building material products supplied, delivery time schedule

and payment terms offered by different suppliers are similar. However, the Group may

also consider other non-monetary factors, including quality of building material products

supplied, delivery time schedule and payment terms of different suppliers in determining

its purchase decisions. The financial controller of the Group would review the price and

approve the purchase orders for the relevant products;

(ii) the Company will closely monitor the transaction amounts in relation to the transactions

under the 2018 Master Supply Agreement to ensure that the Proposed Annual Caps will

not be exceeded;

(iii) the independent non-executive Directors will review and confirm whether the

transactions contemplated under the 2018 Master Supply Agreement are entered into in

the ordinary and usual course of business of the Group, on normal commercial terms or

better and are fair and reasonable and in the interests of the Company and the

Shareholders as a whole;

(iv) the Director(s) and/or the Shareholder(s) with an interest in the relevant transaction(s)

shall abstain from voting in respect of the resolution(s); and

(v) the Company will continue to engage the independent auditors to review the transactions

contemplated under the 2018 Master Supply Agreement in compliance with the annual

reporting and review requirements under the Listing Rules.
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Based on the internal procurement policies and the price comparison between the building

material products offered by each of BuildMax (SZ) and other similar types of independent third

party suppliers, the Group has procured and will procure building material products from BuildMax

(SZ) which offered better pricing and other terms among other quotations obtained from other

similar types of independent third party suppliers. As such, the Directors consider that above

internal control measures would ensure that the pricing and other terms for building material

products under the 2018 Master Supply Agreement will be fair and reasonable and no less

favourable than that offered by other similar types of independent third party suppliers. The

Directors also consider such measures could ensure that the transactions would be conducted on

normal commercial terms and not prejudicial to the interests of the Company and minority

shareholders.

IMPLICATION UNDER THE LISTING RULES

As at the Latest Practicable Date, BuildMax (SZ) is owned as to 75.0% by Hillford and 25.0%

by Shenzhen Hengyauyuan. Hillford is a limited liability company incorporated in Hong Kong,

which is owned as to approximately 26.7% by Mr. Lui, approximately 26.7% by Mr. Wai,

approximately 26.7% by Mr. Yip, 15.0% by Mr. Liu Yuen Wai and 5.0% by Mr. Chan Chi Ming.

Mr. Liu Yuen Wai is the general manager of the Group and Mr. Chan Chi Ming is the project

manager of the Group. Shenzhen Hengyauyuan is a limited liability company established in the

PRC, which is owned as to 60.0% by Mr. Liu Jian Heng and 40.0% by Mr. Xu Zu Jia, both of them

are independent third parties.

As (i) Mr. Lui, Mr. Wai and Mr. Yip are executive Directors and controlling Shareholders of

the Company and hence are connected persons of the Company; (ii) Mr. Lui, Mr. Wai and Mr. Yip

together hold over 30.0% shareholding interest in Hillford; and (iii) over 30.0% equity interest of

BuildMax (SZ) is held by Hillford, BuildMax (SZ) is therefore considered as an associate of Mr.

Lui, Mr. Wai and Mr. Yip and a connected person of the Company under Chapter 14A of the

Listing Rules.

Since the applicable percentage ratios (as defined in Rule 14.07 of the Listing Rules) (other

than the profit ratio) for the transactions contemplated under the 2018 Master Supply Agreement for

each of the three years ending 31 March 2021 will exceed 5% on an annual basis and the annual

consideration is more than HK$10 million, the 2018 Master Supply Agreement and the transactions

contemplated thereunder are subject to the reporting, announcement, annual review and Independent

Shareholders’ approval requirement under Chapter 14A of the Listing Rules.

Since Mr. Lui, Mr. Wai and Mr. Yip, who are all executive Directors and controlling

Shareholders of the Company, are considered to have a material interests in the transactions

contemplated under the 2018 Master Supply Agreement and therefore had abstained from voting on

the board resolutions for approving the 2018 Master Supply Agreement and the transactions

contemplated thereunder.
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Independent Board Committee

An Independent Board Committee comprising all the independent non-executive Directors has

been established to advise the Independent Shareholders in relation to, among other things, the

2018 Master Supply Agreement and the Proposed Annual Caps thereunder and on how to vote.

VMS Securities Limited has been appointed as the Independent Financial Adviser to advise the

Independent Board Committee and the Independent Shareholders in this respect.

EGM

The EGM will be convened by the Company to seek the approval from the Independent

Shareholders in respect of the 2018 Master Supply Agreement and the Proposed Annual Caps

thereunder by way of poll. As at the Latest Practicable Date, Mr. Lui, Mr. Wai and Mr. Yip

together held 432,000,000 Shares, representing approximately 72.0% of the issued share capital of

the Company, and will abstain from voting on the ordinary resolution approving the 2018 Master

Supply Agreement and the Proposed Annual Caps thereunder at the EGM accordingly. To the best

knowledge, information and belief of the Directors, no Shareholder (other than Mr. Lui, Mr. Wai

and Mr. Yip and their respective associates) will be required to abstain from voting at the EGM in

respect of the resolution(s) to approve the 2018 Master Supply Agreement and the Proposed Annual

Caps thereunder.

The notice convening the EGM to be held at 1907 to 1915, The Octagon, 6 Sha Tsui Road,

Tsuen Wan, New Territories, Hong Kong on Thursday, 14 June 2018 at 10:00 a.m. is set out on

pages 34 to 35 of this circular. An ordinary resolution will be proposed at the EGM to approve the

2018 Master Supply Agreement and the Proposed Annual Caps thereunder. The resolution proposed

to be approved at the EGM will be taken by poll and an announcement will be made by the

Company after the EGM on the result of the EGM.

A form of proxy for use at the EGM is enclosed with this circular. Whether or not you are

able to attend the EGM in person, you are requested to complete the form of proxy enclosed and

return it to the Company’s branch share registrar in Hong Kong, Tricor Investor Services Limited at

22nd Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, in accordance with

the instructions printed thereon as soon as possible and in any event not less than 48 hours before

the time appointed for the holding of the EGM or any adjournment meeting thereof. Completion

and return of the form of proxy will not preclude you from attending and voting in person at the

EGM or at any adjournment meeting thereof if you so wish and, in such event, the form of proxy

shall be deemed to be revoked.

RECOMMENDATIONS

Taking into consideration of the reasons set out in the paragraph headed ‘‘Reasons for and

benefits of entering into the 2018 Master Supply Agreement’’ above, the Directors (including the

independent non-executive Directors) consider that the entering into the 2018 Master Supply

Agreement and the transactions contemplated thereunder are in the ordinary and usual course of the

Group’s business, on normal commercial terms and the Proposed Annual Caps are fair and
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reasonable and in the interests of the Company and the Shareholders as far as the Company and the

Shareholders are concerned. Accordingly, the Directors (including the independent non-executive

Directors) recommend the Independent Shareholders to vote in favour of the ordinary resolution to

be proposed at the EGM to approve the 2018 Master Supply Agreement and the Proposed Annual

Caps thereunder.

Your attention is drawn to (i) the letter from the Independent Board Committee set out on

page 16 of this circular containing the recommendation of the Independent Board Committee to the

Independent Shareholders in respect of the 2018 Master Supply Agreement and the Proposed

Annual Caps thereunder, (ii) the letter of advice from the Independent Financial Adviser to the

Independent Board Committee and the Independent Shareholders set out on pages 17 to 27 of this

circular; and (iii) the information set out in the appendix of this circular.

Yours faithfully,

By Order of the Board

KPa-BM Holdings Limited

Yip Pak Hung

Chairman and Executive Director

LETTER FROM THE BOARD

– 15 –



KPa-BM Holdings Limited
應力控股有限公司 *

(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 2663)

25 May 2018

To the Independent Shareholders

Dear Sir or Madam,

RENEWAL OF CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO THE 2018 MASTER SUPPLY AGREEMENT

We refer to the circular (the ‘‘Circular’’) dated 25 May 2018 issued by the Company of which

this letter forms part. Capitalised terms used in this letter shall have the same meanings as those

defined in the Circular unless specified otherwise.

We have been formed to advise the Independent Shareholders in relation to the 2018 Master

Supply Agreement and the Proposed Annual Caps thereunder. VMS Securities Limited has been

appointed by the Company as the Independent Financial Adviser to advise us in these regards.

Details of its advice, together with the principal factors and reasons it has taken into consideration

in giving its advice, are contained in its letter set out on pages 17 to 27 of the Circular. Your

attention is also drawn to the letter from the Board and the additional information set out in the

appendix to the Circular.

After taking into account the factors and reasons considered by the Independent Financial

Adviser and its conclusion and advice, we concur with their views and consider that the entering

into the 2018 Master Supply Agreement and the transactions contemplated thereunder are in the

ordinary and usual course of the Group’s business, on normal commercial terms and the Proposed

Annual Caps are fair and reasonable and in the interests of the Company and the Shareholders as

far as the Company and the Shareholders are concerned. Accordingly, we recommend that the

Independent Shareholders should vote in favor of the ordinary resolution to be proposed at the

EGM to approve the 2018 Master Supply Agreement and the Proposed Annual Caps thereunder.

Yours faithfully,

For and on behalf of the

Independent Board Committee

Ms. Lai Pik Chi, Peggy Mr. Lam Chi Wai, Peter Dr. Yeung Kit Ming

Independent non-executive Directors

* For identification purpose only
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The following is the full text of the letter of advice from the independent financial adviser,

VMS Securities Limited, to the Independent Board Committee and the Independent Shareholders,

which has been prepared for the purpose of inclusion in this circular.

VMS SECURITIES LIMITED

49/F, One Exchange Square

8 Connaught Place

Central, Hong Kong

25 May 2018

To: The Independent Board Committee and

the Independent Shareholders of KPa-BM Holdings Limited

Dear Sir,

RENEWAL OF CONTINUING CONNECTED TRANSACTIONS
IN RELATION TO THE 2018 MASTER SUPPLY AGREEMENT

INTRODUCTION

We refer to our appointment to advise the Independent Board Committee and the Independent

Shareholders on the 2018 Master Supply Agreement and the Proposed Annual Caps, in respect of

which the Independent Shareholders’ approval will be sought at the EGM. Details of the 2018

Master Supply Agreement, the Continuing Connected Transactions and the Proposed Annual Caps

are set out in the ‘‘Letter from the Board’’ (the ‘‘Letter’’) contained in the circular of the Company

to the Shareholders dated 25 May 2018 (the ‘‘Circular’’), of which this letter forms part.

Capitalised terms used in this letter shall have the same meanings as those defined in the Circular

unless otherwise defined herein.

The 2015 Master Supply Agreement was expired on 31 March 2018. As the Group intends to

continue carrying out the transactions under the 2015 Master Supply Agreement, the Company (for

itself and other group companies) entered into the 2018 Master Supply Agreement on 20 April 2018

with BuildMax (SZ) for a term of three years ending 31 March 2021.

As at the Latest Practicable Date, BuildMax (SZ) was owned as to 75.0% by Hillford and

25.0% by Shenzhen Hengyauyuan. Shenzhen Hengyauyuan is a limited liability company

established in the PRC, which was owned as to 60.0% by Mr. Liu Jian Heng and 40.0% by Mr. Xu

Zu Jia, both of them are independent third parties. Hillford was owned as to approximately 26.7%

by Mr. Lui, approximately 26.7% by Mr. Wai, approximately 26.7% by Mr. Yip, 15.0% by Mr. Liu

Yuen Wai and 5.0% by Mr. Chan Chi Ming as at the Latest Practicable Date. Mr. Liu Yuen Wai is

the general manager of the Group and Mr. Chan Chi Ming is the project manager of the Group. As

(i) Mr. Lui, Mr. Wai and Mr. Yip are executive Directors and controlling Shareholders of the

Company and hence are connected persons of the Company; (ii) Mr. Lui, Mr. Wai and Mr. Yip

together hold over 30.0% shareholding interest in Hillford; and (iii) over 30.0% equity interest of
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BuildMax (SZ) is held by Hillford, BuildMax (SZ) is therefore considered as an associate of Mr.

Lui, Mr. Wai and Mr. Yip and a connected person of the Company under Chapter 14A of the

Listing Rules.

Since the applicable percentage ratios (as defined in Rule 14.07 of the Listing Rules) (other

than the profit ratio) for the transactions contemplated under the 2018 Master Supply Agreement for

each of the three years ending 31 March 2021 will exceed 5% on an annual basis and the annual

consideration is more than HK$10 million, the 2018 Master Supply Agreement and the transactions

contemplated thereunder are subject to the reporting, announcement, annual review and Independent

Shareholders’ approval requirement under Chapter 14A of the Listing Rules.

The Independent Board Committee, comprising all independent non-executive Directors,

namely Ms. Lai Pik Chi, Peggy, Mr. Lam Chi Wai, Peter and Dr. Yeung Kit Ming, has been

established to make a recommendation to the Independent Shareholders on whether (i) the 2018

Master Supply Agreement and the transactions contemplated thereunder are entered into in the

ordinary and usual course of business of the Group; (ii) the terms of the 2018 Master Supply

Agreement are on normal commercial terms; (iii) the entering into of the 2018 Master Supply

Agreement is in the interests of the Company and the Shareholders as a whole; and (iv) the

Proposed Annual Caps are fair and reasonable so far as the Independent Shareholders are

concerned.

During the past two years, VMS Securities Limited acted as the independent financial adviser

to the independent board committee and independent shareholders of the Company in relation to the

revision of annual cap of continuing connected transactions contemplated under the 2015 Master

Supply Agreement as detailed in the Company’s circular dated 15 June 2017. The past engagement

was limited to providing independent advisory services to the independent board committee and the

independent shareholders of the Company pursuant to the Listing Rules. Under the past

engagement, VMS Securities Limited received normal professional fees from the Company.

Notwithstanding the past engagement, as at the Latest Practicable Date, there were no relationships

or interests between (i) VMS Securities Limited; and (ii) the Group that could reasonably be

regarded as a hindrance to our independence as defined under Rule 13.84 of the Listing Rules to

act as the independent financial adviser to the Independent Board Committee and the Independent

Shareholders in respect of the 2018 Master Supply Agreement and the Proposed Annual Caps as

detailed in the Circular.

In formulating our opinion, we have relied on the information and facts supplied, and the

opinions expressed, by the executive Directors and management of the Group and have assumed

that the information and facts provided and opinions expressed to us are true, accurate and

complete in all material aspects at the time they were provided or expressed to us and will remain

so up to the time of the EGM. We have also sought and received confirmation from the executive

Directors that no material facts have been omitted from the information supplied and opinions

expressed to us. We have relied on such information and consider that the information we have

received is sufficient for us to reach the opinion and recommendation set out in this letter and to

justify our reliance on such information. We have no reason to believe that any material
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information has been withheld, nor doubt the truth or accuracy of the information provided. We

have, however, not conducted any independent investigation into the business and affairs of the

Group or BuildMax (SZ), nor have we carried out any independent verification of the information

supplied.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In considering whether (i) the 2018 Master Supply Agreement and the transactions

contemplated thereunder are entered into in the ordinary and usual course of business of the

Group; (ii) the terms of the 2018 Master Supply Agreement are on normal commercial terms; (iii)

the entering into of the 2018 Master Supply Agreement is in the interests of the Company and the

Shareholders as a whole; and (iv) the Proposed Annual Caps are fair and reasonable so far as the

Independent Shareholders are concerned, we have taken into account the principal factors and

reasons set out below:

1. Background to and reasons for the Continuing Connected Transactions

Background information of the Group

The Group is principally engaged in the building construction businesses. It mainly

operates through two business segments: (i) the structural engineering works segment being

mainly engaged in the provision of structural engineering works for the public and private

sectors in Hong Kong as a subcontractor; and (ii) the trading of building material products

segment being mainly engaged in the sales of building material products in Hong Kong, the

PRC and overseas countries.

Background information of BuildMax (SZ)

BuildMax (SZ) is a sino-foreign equity joint venture enterprise established in the PRC

which is principally engaged in (i) the processing, fabrication and manufacturing of building

material products in the PRC; and (ii) the sales and supply of building material products

predominantly to the Group in Hong Kong and to customers in the PRC.

Background and reasons for the Continuing Connected Transactions

As set out in the Letter and the prospectus of the Company dated 30 September 2015

(the ‘‘Prospectus’’), on 15 September 2015, the Company (for itself and other group

companies) entered into the 2015 Master Supply Agreement with BuildMax (SZ), pursuant to

which BuildMax (SZ) agreed to sell and/or supply and the Company (for itself and other

group companies) agreed to purchase building material products on an non-exclusive basis,

which have been processed, fabricated or manufactured by BuildMax (SZ) in accordance with

the specifications provided by the Group at the purchase price set out in each individual

purchase order as may from time to time be offered by the Group and accepted by BuildMax
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(SZ). The building material products purchased by the Group from BuildMax (SZ) under the

2015 Master Supply Agreement mainly comprised aluminium extrusions, aluminium sheet,

steel, stainless steel, roof cladding materials and noise barrier materials.

It was disclosed in the Prospectus that BuildMax (SZ) had been supplying building

material products to the Group since 2011. As advised by the executive Directors, the Group

is satisfied with the building material products provided by BuildMax (SZ) and the building

material products supplied by BuildMax (SZ) have met the specifications and requirements of

the Group. In view of the above, the executive Directors are of the view that it is in the

interests of the Company to continue the transactions of purchases of building material

products from BuildMax (SZ). Due to the expiry of the 2015 Master Supply Agreement, the

Company and BuildMax (SZ) have entered into the 2018 Master Supply Agreement to govern

the transactions contemplated thereunder for the three years ending 31 March 2021.

As set out in the sub-section headed ‘‘2. Principal terms of the 2018 Master Supply

Agreement’’ below, we have, on a sampling basis, obtained and reviewed five purchase

transactions by the Group from BuildMax (SZ) of building material products for the eleven

months ended 28 February 2018. For all of these five transactions, the prices for the building

material products offered by BuildMax (SZ) are the lowest against independent third party

suppliers’ quotations obtained by the Group.

On this basis, in particular, (i) results of our review of five purchase transactions, (ii) the

unqualified letter issued by auditors containing its findings and conclusions in respect of the

Continuing Connected Transactions for the year ended 31 March 2017 and (iii) the Company’s

satisfaction of quality of products supplied by BuildMax (SZ), we consider that the entering

into of the 2018 Master Supply Agreement for the Group to continue the Continuing

Connected Transactions is in the interests of the Company and the Shareholders as a whole. In

light of the principal activities of the Group, we also consider that the Continuing Connected

Transactions are conducted in the ordinary and usual course of business of the Group.

2. Principal terms of the 2018 Master Supply Agreement

Set out below is a summary of the principal terms of the 2018 Master Supply Agreement.

Further details of the terms of the 2018 Master Supply Agreement are set out in the Letter.

Items to be purchased

Pursuant to the 2018 Master Supply Agreement, BuildMax (SZ) agreed to sell and/or

supply and the Company (for itself and other group companies) agreed to purchase on, an

non-exclusive basis, building material products, which have been processed, fabricated or

manufactured by BuildMax (SZ) in accordance with the specifications provided by the Group

at the purchase price set out in each individual purchase order as may from time to time be

offered by the Group and accepted by BuildMax (SZ).
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Pricing basis

The purchase price in each purchase order placed by the Group to BuildMax (SZ)

include (i) the cost of the raw materials procured by BuildMax (SZ); and (ii) the fees charged

by BuildMax (SZ) for the processing, fabricating or manufacturing of the building material

products in accordance with the specifications provided by the Group. The purchase price

shall be determined after arm’s length negotiations between BuildMax (SZ) and the Group

from time to time with reference to the then prevailing market price of similar products in the

market and that in any event shall be no less favourable to the Group than that offered to

independent third parties by BuildMax (SZ).

We have, on a sampling basis, obtained and reviewed the five largest purchase

transactions (the ‘‘Sample Transactions’’) by the Group from BuildMax (SZ) of building

material products from 1 April 2017 to 28 February 2018. We noted (i) in each of the Sample

Transactions, the Company obtained quotations from BuildMax (SZ) and two independent

third party suppliers; and (ii) the prices for the building material products offered by

BuildMax (SZ) were the lowest among the quotations obtained in the Sample Transactions.

We also noted that the credit terms of the products offered by BuildMax (SZ) in the Sample

Transactions are shorter than the offers from other independent third party suppliers. The

executive Directors advised us that the Group agrees the short credit terms with BuildMax

(SZ) mainly due to (i) the favourable prices offered by BuildMax (SZ) to the Group; and (ii)

working capital of the Group not being expected to be materially affected by early settlement

of the transactions as the Group closely monitors its working capital and will try to align the

credit terms offered by BuildMax (SZ) with the credit terms offered by the Group to its

customers. Given that (i) the Sample Transactions are conducted in the ordinary course of

business of the Group pursuant to the 2015 Master Supply Agreement; and (ii) our findings

are consistent with the auditors’ review results of the Continuing Connected Transactions for

the year ended 31 March 2017, we consider that the Sample Transactions are fair and

representable.

3. Internal control measures

As stated in the Letter that the Company has adopted certain internal control measures in

respect of the Continuing Connected Transactions, including, but not limited to:

(i) the management of the Group is required to obtain, review and compare the quotations

(e.g. purchase price and payment terms) from independent third party suppliers for

comparison purpose in respect of the supply of same products as required by the Group’s

internal control procedures in relation to continuing connected transactions. As a general

practice, the Group will obtain quotations from at least two independent third party

suppliers. Following the receipt of quotations, the Group will compare the terms of

quotations and determine the selection of suppliers by taking into account factors such as

price quotations, quality of building material products and ability of the supplier in

meeting delivery time schedules. The Group usually purchases building material products

from the supplier with the lowest fee quotation if the quality of building material
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products supplied, delivery time schedule and payment terms offered by different

suppliers are similar. However, the Group may also consider other non-monetary factors,

including quality of building material products supplied, delivery time schedule and

payment terms of different suppliers in determining its purchase decisions. The financial

controller of the Group would review the price and approve the purchase orders for the

relevant products;

(ii) the Company will closely monitor the transaction amounts in relation to the transactions

under the 2018 Master Supply Agreement to ensure that the Proposed Annual Caps will

not be exceeded;

(iii) the independent non-executive Directors will review and confirm whether the

transactions contemplated under the 2018 Master Supply Agreement are entered into in

ordinary and usual course of business of the Group, on normal commercial terms or

better and are fair and reasonable and in the interests of the Company and the

Shareholders as a whole;

(iv) the Director(s) and/or the Shareholder(s) with an interest in the relevant transaction(s)

shall abstain from voting in respect of the resolution(s); and

(v) the Company will continue to engage the independent auditors to review the transactions

under the 2018 Master Supply Agreement in compliance with the annual reporting and

review requirements under the Listing Rules.

Based on the review of the Sample Transactions, we noted (i) in each of the Sample

Transactions, the Company obtained quotations from BuildMax (SZ) and two independent third

party suppliers; (ii) the prices for the products offered by BuildMax (SZ) were the lowest among

the quotations obtained in the Sample Transactions and (iii) the financial controller of the Group

reviewed and approved each of the purchase transactions in the Sample Transactions.

Furthermore, we noted from the 2017 annual report of the Company that the Company

engaged its auditors to report on the Continuing Connected Transactions for the year ended 31

March 2017 and the auditors issued an unqualified letter containing its findings and conclusions in

accordance with Rule 20.54 of GEM Listing Rules (The Company transferred its listing from GEM

to the Main Board on 24 October 2017). Moreover, it was stated in the 2017 annual report of the

Company that the independent non-executive Directors had reviewed the Continuing Connected

Transactions for the year ended 31 March 2017.

In view of results of our review of the Sample Transactions and the on-going review by the

independent non-executive Directors and auditors of the Company in relation to the terms and

annual caps of the Continuing Connected Transactions, we consider that appropriate internal control

measures are in place by the Company to govern the conduct of the Continuing Connected

Transactions and safeguard the interests of the Independent Shareholders.
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Moreover, based on (i) our review results of the Sample Transactions; (ii) the auditors’ review

results of the Continuing Connected Transactions for the year ended 31 March 2017; and (iii) the

obligations of the Directors to comply with the Listing Rules to conduct the Continuing Connected

Transactions on normal commercial terms or on terms no less favourable to the Group than terms

available to or from independent third parties, we consider that the Continuing Connected

Transactions are being conducted on normal commercials terms.

4. The Proposed Annual Caps

The Continuing Connected Transactions will be subject to the Proposed Annual Caps whereby

the amount of the Continuing Connected Transactions for each of the three years ending 31 March

2021 will not exceed the applicable annual amount stated in the Letter. In assessing the

reasonableness of the Proposed Annual Caps, we have discussed with the executive Directors and

the management of the Group the basis and the underlying assumptions for determining the

Proposed Annual Caps.

Set out below is (i) the historical transaction amounts of the purchase of building material

products by the Group from BuildMax (SZ) for the three years ended 31 March 2018; and (ii) the

Proposed Annual Caps for the three years ending 31 March 2021:

Historical transaction
amount under the

2015 Master Supply Agreement

The Proposed Annual
caps under the

2018 Master Supply Agreement
For the year ended 31 March For the year ending 31 March

2016 2017 2018 2019 2020 2021
HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million

Amount

(approximately) 13.5 10.3 20.4 24.0 27.0 30.0

As stated in the Letter, the transaction amounts for the three years ended 31 March 2018 under

the 2015 Master Supply Agreement were approximately HK$13.5 million, HK$10.3 million and

HK$20.4 million respectively. The decrease in the transaction amounts under the 2015 Master

Supply Agreement for the year ended 31 March 2017 as compared to that of for the year ended 31

March 2016 was mainly due to the increase in purchase of building material products by the Group

from other independent third party suppliers as a result of the production capacity of BuildMax

(SZ) failing to meet the demand of the Company during the year, whereas the increase in

transaction amounts from approximately HK$10.3 million for the year ended 31 March 2017 to

approximately HK$20.4 million for the year ended 31 March 2018 under the 2015 Master Supply

Agreement was mainly due to the larger quantities of materials procured from BuildMax (SZ) for

the two projects in relation to structural steelwork and noise barriers undertaken by the Group

during the year ended 31 March 2018.

As stated in the Letter, the Proposed Annual Caps under the 2018 Master Supply Agreement

are determined with reference to: (i) the historical transaction amounts for the purchase of building

material products by the Group from BuildMax (SZ) for the three years ended 31 March 2018; (ii)

the forecasted purchase amounts for the building material products estimated based on the Group’s
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projects on hand as at 28 February 2018; (iii) the projected proportion of purchase from BuildMax

(SZ) estimates based on the historical proportion of purchase from BuildMax (SZ) by the Group

under the 2015 Master Supply Agreement; and (iv) a flexibility buffer on the Proposed Annual

Caps for the three years ending 31 March 2021 to accommodate any unpredictable increase in

material costs or unexpected increase in number of projects undertaken by the Group.

As advised by the executive Directors, the amount of the outstanding contract sum as at 28

February 2018 (the ‘‘Outstanding Contract Sum’’) was approximately HK$464.1 million involving

a total of 42 projects on hand on 28 February 2018. We understand from the executive Directors

that the amount of the Outstanding Contract Sum is calculated by the estimated contract amount as

at 28 February 2018 of these 42 projects minus the corresponding revenue recognised up to 28

February 2018 of these 42 projects.

We have obtained a breakdown list (the ‘‘Breakdown List’’) of the Outstanding Contract Sum

and noted that one of these 42 projects is a verbal contract (the ‘‘Verbal Contract’’) with

outstanding contract sum of approximately HK$32.0 million (i.e. the Group has not yet signed a

contract with the counterparty). The executive Directors provide us with a quotation made by the

Group in March 2018 to the counterparty in respect of the Verbal Contract. The amount of

quotation is as same as the outstanding contract sum of the Verbal Contract included in the

Breakdown List. Although the quotation has not yet been signed by the counterparty for

acceptance, the counterparty issued a conditional letter of intent to the Group in April 2018 to

confirm its intent to award the works to Group. On this basis, we consider that it is appropriate for

the executive Directors to include the Verbal Contract in the Breakdown List to determine the

Proposed Annual Caps. We, on a sample basis, selected six projects (the ‘‘Sample Projects’’)

(being the top 5 largest outstanding contract sum projects (excluding the Verbal Contract) and

another project being randomly selected from the Breakdown List) from the Breakdown List for

checking. The outstanding contract sum of the Sample Projects as at 28 February 2018 was

approximately HK$300.7 million, representing approximately 64.8% of the Outstanding Contract

Sum or agreements. In view of the Sample Projects are executed in ordinary course of business of

the Group and the outstanding contract sum of the Sample Projects as at 28 February 2018

representing approximately 64.8% of the Outstanding Contract Sum or agreements, we are of the

view that the Sample Projects are fair and representable. We noted that the estimated contract

amount of the Sample Projects set out in the Breakdown List agreed to their respective budget

detailing their respective estimated contract sum. Besides, we obtained a copy of job system report

of each Sample Projects and noted that the revenue recognised up to 28 February 2018 of the

Sample Projects shown in the Breakdown List agreed to the job system reports. In light of the

above, we are of the view that the calculation basis of the Outstanding Contract Sum is reasonable.

It is estimated by the executive Directors that the outstanding cost of materials (including the

related processing, fabrication or manufacturing charges) (the ‘‘Estimated Materials Cost’’) will

amount to approximately HK$154.7 million, representing approximately 33.33% of the Outstanding

Contract Sum. As set out in the Prospectus and as advised by the executive Directors, the total

material and processing charges included in cost of revenue were approximately HK$72.5 million,

HK$107.2 million and HK$122.6 million for the three years ended 31 March 2015, 2016 and 2017
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respectively, while the revenue were approximately HK$197.4 million, HK$343.8 million and

HK$381.4 million for the three years ended 31 March 2015, 2016 and 2017, respectively. Thus, the

total material and processing charges amounted to approximately 36.7%, 31.2% and 32.1% of the

total revenue for the three years ended 2015, 2016 and 2017, respectively with a simple average of

approximately 33.33%. In light of the above, we are of the view that the calculation basis of the

Estimated Material Cost is reasonable.

Based on the Estimated Material Cost of approximately HK$154.7 million (including products

unable to be provided by BuildMax (SZ) and comparable independent third party suppliers of

BuildMax (SZ) (i.e. independent third party suppliers providing similar products of BuildMax

(SZ))), the executive Directors estimate the amount of the building material products to be

purchased from BuildMax (SZ) and comparable independent third party suppliers of BuildMax (SZ)

is approximately HK$102.2 million. The executive Directors anticipate that the amount of building

material products to be purchased from BuildMax (SZ) would be approximately HK$61.3 million

(being 60% of HK$102.2 million). It is stated in the Letter that purchases from BuildMax (SZ)

represented approximately 57.0%, 33.2% and 71.4% of total purchases from both of BuildMax (SZ)

and comparable independent third party suppliers of BuildMax (SZ) for the three years ended 31

March 2018, respectively. The simple average of these three figures is approximately 53.9%. In

light of this, we are of the view that the estimation of 60.0% in determining the Proposed Annual

Caps is reasonable.

As advised by the executive Directors, the outstanding contracts as at 28 February 2018 were

expected to be completed in three years (the ‘‘Estimated Duration’’). As such, the estimated

purchase amount of the building material products from BuildMax (SZ) for the year ending 31

March 2019 is approximately HK$20.4 million (being the estimated amount of building material

products to be purchased from BuildMax (SZ) of approximately HK$61.3 million divided by the

Estimated Duration of three years). We reviewed the contracts of the Sample Projects and noted

that their duration varied from approximately 1.0 year to 4.8 years with an average duration of

approximately 3.0 years. In light of this, we are of the view that the Estimated Duration adopted for

determining the Proposed Annual Caps is reasonable.

As stated in the Letter, flexibility buffers were applied when determining the Proposed Annual

Caps. A flexibility buffer of 15.0% is applied by the executive Directors to determine the proposed

annual cap for the year ending 31 March 2019. By applying the 15.0% buffer, the amount shall

become approximately HK$23.5 million (being the estimated amount of building material products

to be purchased from BuildMax (SZ) for the year ending 31 March 2019 of approximately HK$20.4

million × (1+15.0%) = HK$23.46 million) which is rounded up by the executive Directors to the

nearest million to HK$24.0 million for the proposed annual cap for the year ending 31 March 2019.

When formulating the proposed annual cap for the year ending 31 March 2020, the executive

Directors apply a buffer of 11.0% and round up the figure to the nearest million to HK$27.0

million (being the proposed annual cap for the year ending 31 March 2019 of approximately

HK$24.0 million × (1+11.0%) = HK$26.64 million). The executive Directors adopt the same

methodology to determine the proposed annual cap for the year ending 31 March 2021 which is

HK$30.0 million (being the proposed annual cap for the year ending 31 March 2010 of
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approximately HK$27.0 million × (1+11.0%) = HK$29.97 million). We understand from the

executive Directors that the Group will continue to submit tenders to secure new projects. We

concur with the view of the executive Directors that the buffers can allow the Group to cater for

possible adjustments in prices and further growth in businesses of the Group. We noted from the

2017 annual report of the Company that the total revenue of the Group grew from approximately

HK$343.8 million for the year ended 31 March 2016 to approximately HK$381.4 million for the

year ended 31 March 2017 by approximately 10.9%. Accordingly, we consider that the adoption of

11.0% buffer for determining the Proposed Annual Caps for the two years ending 31 March 2021 to

be reasonable. As advised by the executive Directors, the Group is now considering a number of

tenders which are not included in the Breakdown List. On this basis, we consider the adoption of a

larger buffer of 15.0% to determine the proposed annual cap for the year ending 31 March 2019 to

be reasonable.

5. Conditions of the Continuing Connected Transactions

In compliance with the Listing Rules, the Continuing Connected Transactions are subject to a

number of conditions which include, among other things:

(i) the Proposed Annual Caps for the Continuing Connected Transactions for each of the

three years ending 31 March 2021 will not be exceeded;

(ii) the independent non-executive Directors must, in accordance with the Listing Rules,

review annually the Continuing Connected Transactions and confirm in the Company’s

annual report whether the Continuing Connected Transactions have been entered into (a)

in the ordinary and usual course of business of the Group; (b) on normal commercial

terms or better; and (c) according to the agreements governing them on terms that are

fair and reasonable and in the interests of the Shareholders as a whole;

(iii) the auditors of the Company must, in accordance with the Listing Rules, report on the

Continuing Connected Transactions annually and they must confirm in a letter to the

Board (a copy of which letter will be provided to the Stock Exchange at least ten

business days prior to the bulk printing of the annual report of the Company) whether

anything has come to their attention that causes them to believe that the Continuing

Connected Transactions:

(a) have not been approved by the Board;

(b) were not, in all material respects, in accordance with the pricing policies of the

Group if the transactions involve the provision of goods or services by the Group;

(c) were not entered into, in all material respects, in accordance with the relevant

agreement(s) governing the Continuing Connected Transactions; and

(d) have exceeded the Proposed Annual Caps with respect to the Continuing Connected

Transactions;
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(iv) the Company must promptly notify the Stock Exchange and publish an announcement if

the independent non-executive Directors and/or the auditors cannot confirm the matters

set out in the points (ii) and/or (iii) above respectively;

(v) the Company must allow, and ensure that BuildMax (SZ) allows, the auditors of the

Company sufficient access to their records for the purpose of the auditors’ reporting on

the Continuing Connected Transactions. The Company must state in the annual report

whether the auditors of the Company have confirmed the matters stated in Rule 14A.56

of the Listing Rules; and

(vi) the Company must comply with the applicable provisions of the Listing Rules governing

continuing connected transactions in the event that the total amount of the Continuing

Connected Transactions exceeds the Proposed Annual Caps, or that there is any material

amendment to the terms of the 2018 Master Supply Agreement.

In light of the conditions imposed on the Continuing Connected Transactions, in particular, (a)
the limit of the value of the Continuing Connected Transactions by way of the Proposed Annual

Caps; (b) the on-going review by the independent non-executive Directors and auditors of the

Company regarding the terms of the Continuing Connected Transactions; and (c) the aforesaid on-

going review by the auditors of the Company regarding the Proposed Annual Caps, we are of the

view that appropriate measures will be in place to govern the conduct of the Continuing Connected
Transactions and safeguard the interests of the Independent Shareholders.

OPINION

Having taken into account the above principal factors, we consider (i) the 2018 Master Supply

Agreement is entered into in the ordinary and usual course of business of the Group; (ii) the terms
of the 2018 Master Supply Agreement are on normal commercial terms, and are fair and reasonable;

(iii) the entering into of the 2018 Master Supply Agreement is in the interests of the Company and

the Shareholders as a whole; and (iv) the Proposed Annual Caps are fair and reasonable so far as

the Independent Shareholders are concerned. Accordingly, we advise the Independent Board

Committee to recommend, and we ourselves recommend, the Independent Shareholders to vote in
favour of the ordinary resolution to be proposed at the EGM to approve the 2018 Master Supply

Agreement and the Proposed Annual Caps in relation to the Continuing Connected Transactions.

Yours faithfully,

for and on behalf of

VMS SECURITIES LIMITED
Richard Leung

Managing Director

Corporate Finance

Mr. Richard Leung is a licensed person and responsible officer of VMS Securities Limited registered with the

Securities and Future Commission to carry out Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6

(advising on corporate finance) regulated activities under the SFO, and has over ten years of experience in corporate

finance industry.
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility,

includes particulars given in compliance with the Listing Rules for the purpose of giving

information with regard to the Company. The Directors, having made all reasonable enquiries,

confirm that to the best of their knowledge and belief, the information contained in this circular is

accurate and complete in all material respects and not misleading or deceptive, and there are no

other matters the omission of which would make any statement herein or this circular misleading.

2. DISCLOSURE OF INTERESTS

(a) Directors’ interests and short positions in the securities of the Company and its

associated corporations

Save as disclosed below, as at the Latest Practicable Date, none of the Directors nor the

chief executive of the Company, or their associates, had any interest or short positions in the

Shares, underlying shares or debentures of the Company or any of its associated corporations

(within the meaning of Part XV to the SFO) which were (i) required to be notified to the

Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO

(including interests and short positions which he is taken or deemed to have under such

provisions of SFO); or (ii) required, pursuant to section 352 of the SFO, to be entered in the

register referred to therein; or (iii) required, pursuant to the Model Code for Securities

Transactions by Directors of Listed Issuers, to be notified to the Company and the Stock

Exchange:

Name of Director

Capacity/

Nature of Interest

Number of

Shares held

Approximate

% of the

issued share

capital of the

Company

Mr. Lui (Notes 1 & 2) Beneficial owner; interest

in a controlled

corporation;

and interest held jointly

with another person

432,000,000 72.0%

Mr. Wai (Notes 1 & 3) Beneficial owner; interest

in a controlled

corporation;

and interest held jointly

with another person

432,000,000 72.0%
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Name of Director

Capacity/

Nature of Interest

Number of

Shares held

Approximate

% of the

issued share

capital of the

Company

Mr. Yip (Notes 1 & 4) Beneficial owner; interest

in a controlled

corporation;

and interest held jointly

with another person

432,000,000 72.0%

Notes:

1. On 14 July 2015, Mr. Lui, Mr. Wai and Mr. Yip entered into the concert parties confirmatory deed to

acknowledge and confirm, among other things, that they are parties acting in concert in relation to the

Group.

2. Shares in which Mr. Lui is interested consist of (i) 9,000,000 Shares held by him as beneficial owner;

(ii) 369,000,000 Shares held by Success Wing Investments Limited (‘‘Success Wing’’), a company

which is in aggregate owned as to approximately 87.8% by Mr. Lui, Mr. Wai and Mr. Yip, in which

Mr. Lui is deemed to be interested under the SFO; and (iii) 54,000,000 Shares in which Mr. Lui is

deemed to be interested as a result of being a party acting-in-concert with Mr. Wai and Mr. Yip.

3. Shares in which Mr. Wai is interested consist of (i) 27,000,000 Shares held by him as beneficial owner;

(ii) 369,000,000 Shares held by Success Wing, a company which is in aggregate owned as to

approximately 87.8% by Mr. Lui, Mr. Wai and Mr. Yip, in which Mr. Wai is deemed to be interested

under the SFO; and (iii) 36,000,000 Shares in which Mr. Wai is deemed to be interested as a result of

being a party acting-in-concert with Mr. Lui and Mr. Yip.

4. Shares in which Mr. Yip is interested consist of (i) 27,000,000 Shares held by him as beneficial owner;

(ii) 369,000,000 Shares held by Success Wing, a company which is in aggregate owned as to

approximately 87.8% by Mr. Lui, Mr. Wai and Mr. Yip, in which Mr. Yip is deemed to be interested

under the SFO; and (iii) 36,000,000 Shares in which Mr. Yip is deemed to be interested as a result of

being a party acting-in-concert with Mr. Lui and Mr. Wai.
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(b) Persons who have an interest or short position which is discloseable under Divisions
2 and 3 of Part XV of the SFO and substantial Shareholders

As at the Latest Practicable Date, so far as was known to the Directors or chief executive
of the Company, the following persons (other than the directors or chief executive of the
Company) had, or were deemed or taken to have, an interest or short position in the Shares
and underlying Shares which would fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO, who were, directly or indirectly, interested in 5%
or more of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of the Group or held any option in
respect of such capital:

Name
Capacity/
Nature of Interest

Number of
Shares held

Approximate
% of the

issued share
capital of the

Company

Success Wing
(Note 1)

Beneficial owner 369,000,000 61.5%

Ms. Wu, Janet
(Note 2)

Interest of spouse 432,000,000 72.0%

Ms. Lam Suk Lan,
Bonnie (Note 3)

Interest of spouse 432,000,000 72.0%

Notes:

1. Success Wing is a registered owner holding 61.50% shareholding interest in the Company. The issued

share capital of Success Wing is owned as to approximately 29.3% by Mr. Lui, approximately 29.3%

by Mr. Wai and approximately 29.3% by Mr. Yip.

2. Ms. Wu, Janet is the spouse of Mr. Wai and is deemed, or taken to be, interested in all Shares in which

Mr. Wai has interest in under the SFO.

3. Ms. Lam Suk Lan, Bonnie is the spouse of Mr. Yip and is deemed, or taken to be, interested in all

Shares in which Mr. Yip has interest in under the SFO.

Save as disclosed above, the Company had not been notified of any other interests or short
positions in the shares and underlying shares of the Company representing 10% or more of the
issued share capital of the Company as at the Latest Practicable Date.

3. DIRECTORS’ INTEREST IN COMPETING BUSINESS

As at the Latest Practicable Date, none of the Directors or substantial Shareholders or any of
their respective associates had an interest in a business which competes or may compete with the
business of the Group or had any other conflict of interest which any such person has or may have
with the Group.
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4. DIRECTORS’ INTERESTS IN ASSETS

As at the Latest Practicable Date, none of the Directors has any interest, either direct or

indirect, in any assets which have been acquired or disposed of by or leased to or are proposed to

acquired or disposed of by or leased to any members of the Group since 31 March 2017, being the

date to which the latest published audited financial statements of the Group were made up.

Save as disclosed in this circular, there is no contract or arrangement subsisting as at the

Latest Practicable Date in which any Director is materially interested and which is significant in

relation to the business of the Group.

5. SERVICE CONTRACTS

All executive Directors have entered into service contracts with the Company for a period of

three years and will continue thereafter until terminated by either party giving not less than three

months’ prior written notice to the other. They are subject to retirement by rotation and re-election

at the Company’s annual general meeting in accordance with the Company’s articles of association.

Each of the independent non-executive Directors has entered into a letter of appointment with

the Company for a term of three years, subject to retirement by rotation and re-election at annual

general meeting and until terminated by not less than one month’s notice in writing served by either

party on the other.

Save as disclosed above, none of the Directors has or is proposed to enter into a service

contract/letter of appointment with the Company or any of its subsidiaries (other than contracts

expiring or determinable by the Group within one year without the payment of compensation (other

than statutory compensation)).

6. LITIGATION

As far as the Directors are aware, as at the Latest Practicable Date, neither the Company nor

its subsidiaries was involved in any litigation or arbitration or claim of material importance and no

litigation, arbitration or claim of material importance was known to the Directors to be pending or

threatened by or against any member of the Group.

7. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors are not aware of any material adverse change

in the financial or trading position of the Group since 31 March 2017, being the date to which the

latest audited financial statements of the Company were made up.
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8. EXPERT’S QUALIFICATION AND CONSENT

The following is the expert, and its qualification, who has given opinion contained in this

circular:

Name Qualification

VMS Securities

Limited

a corporation licensed to carry out type 1 (dealing in securities), type 4

(advising on securities), type 6 (advising on corporate finance) and type 9

(asset management) regulated activities under the Securities and Futures

Ordinance (Chapter 571 of the Laws of Hong Kong), being the

independent financial adviser to the Independent Board Committee and

the Independent Shareholders in respect of the 2018 Master Supply

Agreement and the Proposed Annual Caps thereunder

VMS Securities Limited has given and confirmed that it has not withdrawn its written consent

to the issue of this circular with the inclusion herein of its letter, advice, opinion and/or reports and

references to its name in the form and context in which they respectively appeared.

As at the Latest Practicable Date, VMS Securities Limited was not beneficially interested in

the share capital of any member of the Group nor did it have any right (whether legally enforceable

or not) to subscribe for or to nominate persons to subscribe for any Shares, convertible securities,

warrants, options or derivatives which carry voting rights in any member of the Group nor did it

have any interests, either direct or indirect, in any assets which have been, since 31 March 2017

(being the date to which the latest published audited financial statements of the Company were

made up), acquired or disposed of by or leased to or are proposed to be acquired or disposed of by

or leased to any member of the Group.

9. MISCELLANEOUS

(i) The registered office of the Company is located at P.O. Box 1350, Clifton House, 75

Fort Street Grand, Cayman KY1-1108, Cayman Islands.

(ii) The head office and principal place of business of the Company in Hong Kong is located

at 1907 to 1915, The Octagon, 6 Sha Tsui Road, Tsuen Wan, New Territories, Hong

Kong.

(iii) The company secretary of the Company is Mr. Chan Sun Kwong, who is a fellow

member of the Hong Kong Institute of Chartered Secretaries, the Institute of Chartered

Secretaries and Administrators in the United Kingdom, the Institute of Chartered

Accountants in England and Wales and the Hong Kong Institute of Certified Public

Accountants.
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(iv) The Company’s branch share registrar and transfer office in Hong Kong is Tricor

Investor Services Limited at 22nd Floor, Hopewell Centre, 183 Queen’s Road East,

Wanchai, Hong Kong.

(v) The English text of this circular shall prevail over the Chinese text in case of any

inconsistency.

10. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at the Company’s head office

in Hong Kong at 1907 to 1915, The Octagon, 6 Sha Tsui Road, Tsuen Wan, New Territories, Hong

Kong during normal business hours on any Business Day from the date of this circular up to and

including the date of the EGM:

(a) the 2018 Master Supply Agreement;

(b) the letter from the Independent Board Committee, the text of which is set out on page 16

of this circular;

(c) the letter from the Independent Financial Adviser to the Independent Board Committee

and the Independent Shareholders, the text of which is set out on pages 17 to 27 of this

circular;

(d) the memorandum of association and the bye-laws of the Company;

(e) the annual reports of the Company for the years ended 31 March 2016 and 2017;

(f) the interim report of the Company for the six months ended 30 September 2017;

(g) the written consents referred to in the paragraph headed ‘‘Expert’s qualification and

consent’’ in this appendix;

(h) the service contracts referred to in the paragraph headed ‘‘Service contracts’’ in this

appendix; and

(i) this circular.
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KPa-BM Holdings Limited
應力控股有限公司 *

(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 2663)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the ‘‘EGM’’) of KPa-

BM Holdings Limited (the ‘‘Company’’) will be held at 1907 to 1915, The Octagon, 6 Sha Tsui

Road, Tsuen Wan, New Territories, Hong Kong on Thursday, 14 June 2018 at 10:00 a.m. for the

purpose of considering and, if thought fit, passing the following resolution, with or without

amendments, as an ordinary resolution of the Company. Capitalised terms used herein without

definition have the same meanings as in the circular issued by the Company on 25 May 2018,

unless the context otherwise requires:

ORDINARY RESOLUTION

1. ‘‘THAT:

(a) the 2018 Master Supply Agreement dated 20 April 2018 entered into between the

Company and BuildMax (SZ) (a copy of which is produced to the EGM marked

‘‘A’’ and signed by the Chairman of the EGM for the purpose of identification) be

and is hereby approved, confirmed and ratified;

(b) the Proposed Annual Caps for the three years ending 31 March 2021 in relation to

the transactions contemplated under the 2018 Master Supply Agreement be and are

hereby approved, confirmed and ratified; and

(c) any one Director be and is hereby authorised for and on behalf of the Company to

do all such acts and things and execute all such documents which he considers

necessary, desirable or expedient for the purpose of, or in connection with, the

implementation of and giving effect to the 2018 Master Supply Agreement and the

transactions contemplated thereunder.’’

By Order of the Board

KPa-BM Holdings Limited

Yip Pak Hung

Chairman and Executive Director

Hong Kong, 25 May 2018

Notes:

1. A member of the Company entitled to attend and vote at the EGM is entitled to appoint one or, if he is the holder of

two or more shares, more proxies to attend and vote instead of him. A proxy need not be a member of the Company.

* For identification purpose only
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2. In the case of joint holders of shares in the Company, the vote of the senior who tenders a vote, whether in person

or by proxy, shall be accepted to the exclusion of the vote(s) of the other joint holder(s), seniority being determined

by the order in which names stand in the register of members.

3. In order to be valid, the form of proxy must be in writing under the hand of the appointor or of his attorney duly

authorized in writing, or if the appointor is a corporation, either under seal, or under the hand of an officer or

attorney or other person duly authorized, and must be deposited with the Company’s branch share registrar and

transfer office in Hong Kong, Tricor Investor Services Limited at 22nd Floor, Hopewell Centre, 183 Queen’s Road

East, Wanchai, Hong Kong (together with the power of attorney or other authority, if any, under which it is signed

or a certified copy thereof) not less than 48 hours before the time fixed for holding of the EGM.

4. For the purpose of determining members who are qualified for attending the EGM, the register of members of the

Company will be closed from 11 June 2018 to 14 June 2018 (both days inclusive), during which no transfer of the

Shares will be effected. In order to qualify for attending the EGM, all transfers of Shares accompanied by the

relevant share certificates must be lodged with the Company’s share registrar at Level 22nd Floor, Hopewell Centre,

183 Queen’s Road East, Wanchai, Hong Kong by no later than 4:30 p.m. on 11 June 2018.

5. Completion and return of the form of proxy will not preclude members from attending and voting at the EGM.

6. A form of proxy for use at the meeting is enclosed herewith.

7. The votes at the abovementioned meeting will be taken by a poll.

As at the date of this notice, the executive Directors are Mr. Yip Pak Hung, Mr. Wai Yat Kin

and Mr. Lui Bun Yuen, Danny; and the independent non-executive Directors are Ms. Lai Pik Chi,

Peggy, Mr. Lam Chi Wai, Peter and Dr. Yeung Kit Ming.

NOTICE OF THE EGM

– 35 –



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




