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FINANCIAL HIGHLIGHTS
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CHAIRMAN’S STATEMENT

ERMmE

Dear Shareholders,

| am pleased to present our first annual report on behalf of the board
(the “Board”) of directors (the “Directors”) since the public listing
of K. H. Group Holdings Limited (the “Company”) together with its
subsidiaries (the “Group”) for the year ended 31 March 2016 (the
“Year”).

The shares of the Company were successfully listed on the Main
Board of the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 18 March 2016 (the “Listing”). On behalf of the Group,
I would like to extend our appreciation to all parties who have helped
us build our business over the years as well as to those who helped
bring our Company to the Listing of the Stock Exchange.

The Group has more than 30 years experiences in the provision
of foundation works and ancillary services in Hong Kong. We are
an established contractor with job references both in large scale
infrastructure projects and in housing and commercial buildings
development in both private and public sectors. The commitment
of our strong and dedicated management team to provide quality
work and service has played a vital role in building up the Group’s
reputation for its excellence in expertise and experience.
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CHAIRMAN’S STATEMENT
EREWME

As a result of the Government official approval of housing supply
targets, urban renewal work plans, expansion of the mass transit
railway network, cross boundary infrastructure and the investment
involving billions of dollars requires substantial foundation works that
will present bright prospects and huge opportunities for the Group.
We have recorded a turnover of approximately HK$492.6 million and
net profit of approximately HK$40.3 million for the year ended 31
March 2016.

The Group plans to continue with its development in Hong Kong in
the coming year. We will attempt to widen the market opportunities
so as to balance the risks and sustain the profitability. The Group
will keep on the improving the effectiveness of construction by
expanding the capacity of its own machinery and equipment, which
can also help prepare for the rise in wages and tight construction
schedule and increase the chance of securing large-scale projects.
To meet these challenges, the Group will reinforce its well established
position in the market via its reputation, expertise and experienced
management. In future, the Board is prudently optimistic towards the
prospects of the construction industry market.

On behalf of the Board, | would like to take this opportunity to
extend my sincere appreciation to our shareholders, customers and
suppliers for their continuous support, as well as the management
team and the staff of the Group for their hard work and contributions
in past year.

The Board declares no final dividend for the year under review.

Mr. Yu Shiu Tin Paul
Chairman

Hong Kong, 22 June 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

BB WR DN

Hong Kong Foundation Market Review

In Hong Kong, the foundation industry was supported by increasing
expenditure on construction in both the public and private sector.
The public expenditure on infrastructure experienced a significant
growth from 2010 to 2015. In accordance with the survey result, the
estimated gross output value of piling and related foundation works
in the foundation industry in Hong Kong grew from approximately
HK$9.9 billion from 2010 to approximately HK$19.4 billion in 2014 at
a CAGR of approximately 18.3%. The increase in public expenditure
is mainly due to the Hong Kong Government’s commitment to
provide more units of housing and infrastructure projects in the
coming years. Given that the foundation work such as piling work is
to provide base for all types of construction, the foundation industry
is supported by the overall growth in the superstructure construction
industry.

Business Review

The Group has over 30 years history in the foundation works industry
in Hong Kong, undertaking foundation and associated works for the
private sector as well as the public sector. With the strengths and
advantages of the Group, the management is expanding the Group’s
business prudently in accordance with the market conditions for the
overall best interest to shareholders.

Risks and uncertainties other than those outlined below may not be
material for the current year but could become material in the future.

The Group’s results of operation may fluctuate or vary
significantly from period to period depending on, among other
factors, the overall development schedule of the development
project(s) undertaken by the Group and the timing of sale and
delivery of such development project(s).

Our Group faces the operational risk which will be caused
by inadequate and inefficient internal processes, people
and systems. Our Directors are in charge of determining the
overall operational risk control framework, developing and
producing policies and procedures to control the operational
risks. Our senior management is responsible for implementing
the Directors’ policy of maintaining adequate documentation
and supervision at working floor level. Frequent meetings and
classes are held to provide the latest information to our staff.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEBNREDT

As a result of the recent argument and prolonged debate in
Legislative Council, funding approval for certain public works
have been delayed. The construction industry has to face
challenges in the suppressed market demand and some of the
construction companies started competing on price in the past
few months. It is one of the main reasons that the Group finding
more difficulties to hit successful tenders from Listing Date to
the date of this report. Should the situation not be improved,
it will surely give uncertainties and risks to the Group’s
performance result in the year 2016.

The Group recorded a profit attributable to the equity holders of
the Company for the Year of approximately HK$40.3 million (2015:
approximately HK$46.6 million). It represented a decrease in the
profit by approximately 13.5% as compared to that of the year of
2015.

During the financial year ended 31 March 2016, the following projects
were undertaken and contributed revenue to the Group:
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Location of project Project type Type of works Status

HEGE HEEY Izmy iR

Tai Po, New Territories Private Foundations works Completed
AR A AT BRI

Hong Kong Island South, Hong Kong Private Foundations works and ELS works Work in Progress
ERBEEH A ETIZRELSTE ERETRE
Lantau Island, New Territories Public Foundations works Work in Progress
HAR AL S WETR IR

Sai Kung, New Territories Private Foundation works, ELS works and pile caps Completed
MAAE A WHETR - ELSTRRIAENRE BRI

Central Kowloon Private Foundation works, ELS works and pile caps Work in Progress
LR A WETRE  ELSTi2 KA TRIR
Lantau Island, New Territories Private Foundations works and ELS works Work in Progress
RREL FhA METIERELSTIE TRIRE

West Kowloon Private Foundations works Work in Progress
NS A WETR EETE

East Kowloon Public Foundations works Work in Progress
RE N HWETE HETE
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENREDT

The revenue attributable from the foundation projects was
approximately HK$492.6 million during the year ended 31 March
2016 (2015: approximately HK$357.3 million). During the Year, the
Group has completed 2 construction projects. 5 new projects were
awarded during the Year, in which 2 new projects will commence
after the Year, with an estimated contract sum of approximately
HK$155.8 million. As at 31 March 2016, the outstanding contract
sums of all projects on hand were approximately HK$174.0 million.

The Listing was completed during the year under review. The Listing
enhances the Group’s financial capabilities in business operation,
and brings a positive effect on the Group’s position and business
opportunities in the market.

In line with the plans stated in the Company’s prospectus dated
8 March 2016 (the “Prospectus”), additional machinery will be
purchased and additional middle to high level employees will be
recruited. These will strengthen the competitiveness of the Group.

One of the companies of the Group, K. H. Foundations Limited,
has successfully registered as a Site Formation Works Specialist
Contractor under Buildings Ordinance in March 2016. This enables
the Group to participate more actively in projects with site formation
works.

Financial Review

Revenue for the year ended 31 March 2016 was mainly contributed
by the foundation projects commenced in previous years. The
Group’s total revenue during the year ended 31 March 2016 was
approximately HK$492.6 million (2015: approximately HK$357.3
million), representing an increase of approximately 37.9% as
compared with last year and is mainly attributable to the achievement
of significant progress or the practical completion of these foundation
projects for the year ended 31 March 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEBNREDT

The Group’s gross profit increased from approximately HK$70.3
million during the same period in 2015 to approximately HK$76.7
million during the year under review. In addition, the Group’s gross
profit margin decreased from approximately 19.7% during the
same period in 2015 to approximately 15.6% during the year under
review. The decrease of gross profit margin was mainly attributable
to (i) additional construction costs were incurred towards the
completion stage of certain foundation projects in order to meet
the schedule requirements during the year under review; and (ii) the
Group commenced certain new foundation projects during the year
under review in which the gross profit margin of these new foundation
projects are lower than those in previous years. Directors consider
that the overall gross profit margin has still been maintained at a
healthy position throughout the year.

The Group’s administrative expenses were increased from
approximately HK$14.0 million during the same period in 2015 to
approximately HK$28.5 million during the year under review and
such increase was mainly attributable to (i) increase in non-recurring
Listing expenses of approximately HK$6.2 million; (i) increase in staff
costs and Directors’ remuneration totaling of approximately HK$2.7
million during the year under review as compared with last year.

During the year under review, the Group reported a net profit of
approximately HK$40.3 million (2015: approximately HK$46.6
million), representing a decrease of approximately 13.5% as
compared with the last year. If the non-recurring Listing expenses
were eliminated, the Group’s adjusted net profit during the year
under review would be revised to approximately HK$49.0 million
(2015: approximately HK$49.1 million), representing a slightly
decrease of approximately 0.2%.

Note: the calculation of the adjusted net profit disregards tax effect.

Prospects

The Group expects a steady growth in the construction industry in
Hong Kong in view of the Government’s policy in increasing land
supply for housing and commercial building developments for both
private and public sector as well as in infrastructure development
plans. Moreover, the Group is considering to apply for inclusion into
the registered piling contractor list under the Housing Department in
order to enhance the Group’s business opportunities.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENREDT

To capture the up-coming business opportunities, the Group will
continue to adequately invest to strengthen the machinery force and
to upgrade man power. Premised on those competitive edges of the
Group, the management is optimistic in achieving a steady growth
in business performance. Meanwhile, the Group targets to further
enhance the quality and efficiency of both management and site
works.

Debts and Charge on Assets

The total interest bearing bank borrowings of the Group, including
bank loans and finance leases, increased from approximately
HK$57.6 million as at 31 March 2015 to approximately HK$74.3
million as at 31 March 2016. These banking facilities were secured
by the Group’s machinery with total net carrying amounts of
approximately HK$31.0 million (2015: approximately HK$26.3
million). Borrowings were denominated mainly in Hong Kong Dollars
and interest rate of bank borrowings were charged at 2.11%-4.17%.
The Group currently does not have an interest rate hedging policy
while the Group monitors interest rate risks continuously.

Save as disclosed above, we did not have, at the closure of business
on 31 March 2016, any loan capital issued nor any outstanding
or agreed to be issued, bank overdrafts, loans or other similar
indebtedness, liabilities under acceptances or acceptance credits,
debentures, mortgages, charges, finance lease commitments,
guarantees or other material contingent liabilities except those
disclosed in note 34 to the consolidated financial statements.

Liquidity, Financial Resources and Capital Structure

The Group has normally funded the liquidity and capital requirements
primarily through capital contributions from the shareholders, bank
borrowings and net cash generated from the operating activities.

As at 31 March 2016, the Group had pledged bank deposits and
bank and cash balances of approximately HK$83.6 million (2015:
approximately HK$27.7 million). The gearing ratio of the Group as
at 31 March 2016 (defined as the total borrowings divided by total
equity) was approximately 40.4% (2015: approximately 91.5%). As at
31 March 2016, the current ratio of the Group was approximately 2.0
(2015: approximately 1.2).

The financial resources presently available to the Group include bank
borrowings and the net proceeds of the share offer, and we have
sufficient working capital for our future requirements. During the year,
the Group has not employed any financial instrument for hedging
purposes.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEBNREDT

Use of Net Proceeds from the Listing

As disclosed in the Prospectus, the Group intends to apply the net
proceeds from the share offer, after deducting related underwriter
fees and listing expenses, of approximately HK$77.1 million as
follows:

° approximately HK$30.9 million or approximately 40% of the net
proceeds will be used for the operation of prospective projects;

° approximately HK$15.4 million or approximately 20% of the net
proceeds will be used for the hiring of additional staff;

° approximately HK$23.1 million or approximately 30% of the
net proceeds will be used for the purchase of machinery and
equipments; and

° approximately HK$7.7 million or approximately 10% of the net
proceeds will be used as the general working capital of our
Group.

During the period from Listing Date to 31 March 2016, the Group
spent approximately HK$3.3 million for the operation of projects and
approximately HK$5.4 million in general working capital and placed
the remaining net proceeds of approximately HK$68.4 million in the
bank.

Foreign Exchange Exposure

The Group has a minimal exposure to foreign currency risk as most
of its business transactions, assets and liabilities are principally
denominated in the functional currencies of the Group entities, Hong
Kong dollars. The Group currently does not have a foreign currency
hedging policy in respect of foreign currency transactions, assets and
liabilities. The Group monitors its foreign currency exposure closely
and will consider hedging significant foreign currency exposure
should the need arise.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENREDT

Significant Investment, Material Acquisition
and Disposal of Subsidiaries and Associated
Companies

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability on 23 July 2015. The Group
completed the group reorganisation on 25 January 2016 (the “Group
Reorganisation”) in preparation for the Listing pursuant in which
the Company became the ultimate holding company of our Group.
Details of the Group Reorganisation are set out in the note 2 to the
consolidated financial statements. Apart from the reorganisation in
relation to the Listing, there were no significant investments held,
material acquisitions or disposals of subsidiaries and affiliated
companies during the year ended 31 March 2016.

Capital Commitments

As at 31 March 2016, the Group has capital commitments of
approximately HK$3.0 million (2015: approximately HK$3.1 million)
contracted to purchase of plant and equipment.

Lease Commitments

As at 31 March 2016, the total future minimum lease payments
under non-cancellable operating leases are payable within one year
is approximately HK$0.9 million (2015: approximately HK$1.4 million
within one year and approximately HK$0.9 million in the second to
fifth years inclusive respectively).

Operating lease payments mainly represent rentals payable by the
Group for certain of its office and warehouses. Leases are negotiated
for an average term of two years and rentals are fixed over the lease
terms and do not include contingent rentals.

Contingent Liabilities

(@) As at 31 March 2016, the Group has provided guarantees to
an insurance company on performance bonds for construction
contracts amounting to approximately HK$19.2 million (2015:
approximately HK$41.8 million).

(b)  During the year ended 31 March 2016, a subcontractor claimed
against the Group for certain construction work. The Group and
the subcontractor agree to resolve their disputes by arbitration
or by other means of dispute resolution. The Group assessed
the maximum liability on the claim that will affect the profit or
loss would be HK$7,734,000.
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The management, after taking external legal advice, consider
that it is pre-mature to assess the outcome for the said claim.
Pursuant to the deed of indemnity, the controlling shareholders
have irrevocably and unconditionally, jointly and severally,
agreed to indemnify the Group against, among others, all
losses and damages arising from the disputes. Accordingly, no
provision has been made for the claim.

Event after the Reporting Period

There is no material subsequent event undertaken by the Company
or by the Group after 31 March 2016 and up to the date of this annual
report.

Employees and Remuneration Policy

As at 31 March 2016, the Group had 127 full-time employees (2015:
86 full-time employees). Most of the Group’s employees were site
workers in Hong Kong. The remuneration policy and package of
the Group’s employees were periodically reviewed. Apart from
Mandatory Provident Fund and in-house training programmes,
salaries increment and discretionary bonuses may be awarded to
employees according to the assessment of individual performance.
The total staff costs incurred by the Group during the year ended
31 March 2016 was approximately HK$46.3 million (2015:
approximately HK$27.0 million).

Share Options

The principal terms of the Share Option Scheme conditionally
adopted pursuant to written resolutions of the Shareholder passed
on 19 February 2016, yet the Board did not make any offer as at the
date of this report.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENREDT

Relationships with Customers, Suppliers and
Employees

To deliver high quality work to customers on time and within
budget is the Group’s business aim. In line with the Group’s quality
assurance policy, a quality management system has been maintained
to comply with the ISO 9001 standards. To ensure the foundation
works and ancillary services meet the standards required by each
customer, quality assurance functions are performed throughout
the foundation works process from the construction materials
procurement stage to the completion stage. To enhance our service,
our senior management staff keep close communication with our
customers on a regular basis throughout the project stages to get a
better understanding and in turn to respond as quickly as possible
to our customers’ specific requirements. Most of our foundation
business operation are implemented on a non-recurring and project-
by-project basis, we have not entered into a long-term master
contract with any of the major customers. Nevertheless, our Group
aims to attract more business and referrals from these customers
through this continued relationship development. The Group has
established a good relationship with our customers by delivering
constructive solutions and quality service to them.

The Group enters into contracts with our suppliers for construction
materials and subcontractors on project-by-project basis but there
are no long term contract. However, we produce assessment
records in accordance with the suppliers’ past performance with
respect to pricing, market reputation, timely delivery, financial
conditions, after-sales service and the satisfactory quality of their
construction materials. Our purchasing department review and
update the list from time to time. The Group also acquired machinery
and equipment from Asian and European manufactures. We will
check the product qualities and make payments according to the
contract terms. The directors consider that we have maintained
good business relationships with these suppliers, subcontractors
and manufacturers. During the year, there was no material delay or
dispute related to them causing disruption to our operations.

Our Group believe that our employees are important assets.
We recognise the importance of attracting and retaining staff by
providing a healthy and safe working environment and job security.
We regularly provide training to enable the staff to acquire the
prerequisite skills and knowledge on health and safety related
procedures before they are assigned to carry out foundation works
and ancillary services on sites.
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To ensure safety at the works sites, we also perform regular
maintenance checks on the machinery and equipments since our
Group regards regular maintenance as an important element to
prevent accident.

There were no fatal accidents in the Group’s projects during the
year and the accident rate was lower than the industry average for
the construction industry. As at 31 March 2016, the Group had
approximately 127 (2015: 86) employees. The remuneration package
we offer to our employees includes salary, discretionary bonuses
and allowances. In general, we determine employee salaries based
on the individual’s qualifications, position and performance (where
applicable). We have designed annual appraisal system to assess
the performance of our employees, which forms the basis of our
decisions with respect to salary raises, bonuses and promotions. Our
directors believe that the relationship and co-operation between our
management team and our employees has been good.

Environmental Policies

Environmental protection is an important issue our Group considers
when undertaking the foundation works and ancillary services. Our
activities are performed with strict measures to quality, safety and
with respect to the environment. Our Group’s policy is to ensure
that all its activities are carried out with minimum adverse impact
on the environment by the establishment and implementation of
a management system to comply with environmental rules and
regulation and to let our employees know their environmental
protection responsibilities. We will keep on reviewing the
performance in order to achieve more efficient prevention of
pollution. Our staff receive trainings on the statutory and other
relevant requirements on environment and the implications of non-
compliance. We address potential environmental issues with its
foundation works and ancillary services during the year, in particular,
large diameter bored piles and rock socketed steel H-piles in
pre-bored holes, our Group was awarded the ISO 14001:2004
(environment management system accreditation) and renewed the
certificate during the year after passing the relevant audits. Our
Group will also continue to take all necessary actions to ensure the
compliance to the customer’s environmental protection requirements
and relevant laws and regulations. During the year, no government
authority prosecuted our Group for any reach of any applicable
environmental laws and regulations.
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Corporate Governance Practices

To create long term value for the interests of shareholders is the
Board’s main objective, it is committed to achieving a high standard
of corporate governance, and strives to maintain the management
practices in a transparent and responsible way. The Board will
continuously review and improve the Group’s corporate governance
practices, and maintaining a high standard of business ethics to
implement the Group policy.

During the period from Listing Date to 31 March 2016, the Company
had complied with all the code provisions, where applicable, set out
in the Corporate Governance Code (“CG Code”) under Appendix 14
of the Rules Governing the Listing of Securities (the “Listing Rules”)
on the Stock Exchange.

Chairman and Chief Executive

The Group had appointed a Chairman and a Deputy Managing
Director who performs the duty of Chief Executive during the year
under code provision A.2.1 of the CG Code to separate the roles of
Chairman and Chief Executive. In order to ensure that there is clear
division, the two positions are assumed by different individuals. The
Chairman, Mr. Yu Shiu Tin Paul, was responsible for the overseeing
the marketing work and the contract strategy of our Group and
authorized signatory under specialist contractor licensing. Mr. Yeung
Sau Ming Boris, the Deputy Managing Director, who was responsible
for the overall management of our Group, including our daily
operations, business development, strategic planning and tendering.
The Chairman had ensured that all Directors were properly briefed
on issues arising at the Board meetings and received adequate,
complete and reliable information in a timely manner.

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set
out in Appendix 10 to the Listing Rules upon Listing. All the Directors
confirmed that they had complied with the required standard set
out in the Model Code during the period from the Listing Date to 31
March 2016 in response to the specific enquiry.

The Board has established guidelines no less exacting than the
Model Code for relevant employees in respect of their dealings in the
securities of the Company as required under the CG Code.
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The Board

The Board acts in good faith, with due diligence and care, to
discharge its duties concerning the best interests of the Company
and its shareholders. The primary role of the Board is to protect
and enhance long term shareholders’ value; it also oversees the
management, business, strategies and financial performance of
the Group to ensure that good corporate governance policies and
practices are implemented within the Group. The management is
responsible for the execution of the strategies in the Group’s daily
operations and the implementation of the risk management and
internal control systems.

The Board currently comprises 7 members whose biographies and
family relations are set out in the “Profile of Directors and Senior
Management” section on pages 27 to 33 of this annual report. The
Chairman, Mr. Yu Shiu Tin Paul, and Deputy Managing Director, Mr.
Yeung Sau Ming Boris, are responsible for maintaining a segregation
of duties between the Chairman’s responsibility to manage the Board
and the Chief Executive’s responsibility to manage the Group’s
business and oversee the management. The Directors bring a good
balance of skills and experience to the Company. The independent
non-executive Directors provide their independent judgment on the
development, performance and risk management of the Group. The
Directors are fully aware that they individually and collectively hold
responsibilities to shareholders.

The executive Directors have entered into employment contracts
with the Company and each of the independent non-executive
directors have been appointed on a specific term of two years.
Notwithstanding the specific term of appointments, the articles of
association of the Company provides that every Director shall be
subject to retirement at an annual general meeting at least once
every three years. At each annual general meeting, one-third of the
Directors for the time will retire from office by rotation and being
eligible for re-election by the shareholders.

No meeting of the Board was held between the Listing Date and 31
March 2016. Subsequent to 31 March 2016 and up to the date of this
annual report, a Board meeting was held on 22 June 2016 to approve
the annual results announcement for the year ended 31 March 2016
and consider the recommendation for payment of a final dividend.

The Directors shall call Board meetings when they think it is
appropriate and fit to handle the business affairs in respect of
invested strategies, financial performance and potential risks relating
to the daily operations of the Group.
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During the period from the Listing Date to 31 March 2016, all
Directors confirmed to comply with the provision of the CG Code
in relation to continuous professional development. In doing so, the
Directors have undertaken various forms of activities relevant to
the Company’s business, Directors’ duties and responsibilities. The
Company held a training for all Directors to provide their knowledge
on the duties and responsibilities of the Directors before the Listing.

Board Committees

The Board has established certain Board committees to oversee
specific aspects of the Company’s affairs and help it in the execution
of its responsibilities. Specific written terms of reference of these
committees clearly outline the committees’ authority and duties,
which require the committees to report back on their decisions and
recommendations to the Board.

The audit committee (the “Audit Committee”) is responsible for
the engagement of the external auditor, the review of the Group’s
financial information and the oversight of the Group’s financial
reporting system, internal control procedures and risk management
system. It is made up of four independent non-executive directors
including Mr. Cheung Chi Fai Frank (Chairman), Mr. Chan Kee Huen
Michael, Mr. Cheng Yan Kee and Professor Chung Hung Kwan
Barnabas. No meeting of the Audit Committee was held between the
Listing Date and 31 March 2016.

Subsequent to 31 March 2016 and up to the date of this annual
report, the Audit Committee has two independent meetings with
external auditors without the presence of the executive Directors on
15 April 2016 and 22 June 2016 to consider the internal control and
statutory audit scope and to review both audit findings respectively
and hence make recommendations to the Board.
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The nomination committee (the “Nomination Committee”) annually RELTEe([IRELEe | ) BEFRiTESse
reviews the structure, size and composition of the Board (including its RIS - RIE AN (B IEREE ~ A L&
mix of skills, knowledge and experience), it makes recommendations H4EE)  MEREIHnEFoRIERNE
on proposed changes to the Board to complement the Company’s RAGERBEEEMER  iEFTEqHE
corporate strategy, and makes recommendations to the Board  {fZZHMEESIZHES + RIEB T IEH
on the appointment or re-appointment of directors, and assesses TESNEYM HTAEERARAES
the independence of independent non-executive Directors. It also KEZ TR ERIBEN - IRRELZ B8 €/
oversees the implementation of the Company’s policy on the diversity hAREHARK  BEATESRBERILE(E
of directors. It is made up of five members including Mr. Yu Shiu Tin &)~ BRECIE&AE - BSEE LA - B HIR
Paul (Chairman), Mr. Chan Kee Huen Michael, Mr. Cheng Yan Kee, RIBFRHLLE o

Professor Chung Hung Kwan Barnabas and Mr. Yeung Sau Ming

Boris.

The Company has a diversity policy of Board members. Under this RKARIZBEEHRESEEKEZ LR -
policy, the diversity of the Board is considered in terms of factors ~ EZHE T - EE@ B L L HEREDH
such as gender, age, cultural and educational background, ethnicity, Bl FER  EHHEEER  BK - BEL
professional experience, skills, knowledge and length of service. B RiE MEMNREFEHSERE -EEE
All Board appointments are based on merit, and candidates are EBEZEHURBAES BEXE  WAZHH
considered against various objective criteria, with due regard for the WEESEZETRPBEMNEEEKE ZTLH
benefits of diversity on the Board. B EENE °

No meeting of the Nomination Committee was held between the RAZEENEMHBE-ZE—XF=A
Listing Date and 31 March 2016. =t+—HtEETEE-

The remuneration committee (the “Remuneration Committee”) THEEe([FMEEe ) AEMAR A
is responsible for making recommendations to the Board on K BUAREZBESRSREEEHH
the Company’s policy, the structure for the remuneration of all B AERE - ARBLSIEFH BB EXRE
the Directors, the senior management of the Group and on the BRERF MEFoREEEERASEL
establishment of a formal and the transparent procedure for o ERAEKEAK  BEHARELEAE(E
developing remuneration policy for approval by the Board. It is made &) RSB A C ERBHUR - BB LT
up of five members including Mr. Cheng Yan Kee (Chairman), Cheung MR R -

Chi Fai Frank, Professor Chung Hung Kwan Barnabas, Ms. Chan Lai

Kuen and Mr. Yu Shiu Tin Paul.

No meeting of the Remuneration Committee was held between the ¥FMZzEgXN tmRABE_T—7
Listing Date and 31 March 2016. B EEITEE
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The consideration the Remuneration Committee will determine the
remuneration of the Directors and the senior management including
the factors such as salaries paid by comparable companies, time
commitment and responsibilities of the Directors and the senior
management, the performance and contributions of the Directors and
the senior management and the change in market conditions. Details
of the remuneration paid to the directors and the five highest paid
individuals (including four employees and one director) in the Group
are set out in notes 13 and 14, respectively, to the consolidated
financial statements.

Risk Management and Internal Controls

One of the major functions of the Board is to maintain an adequate
risk management and internal control systems to safeguard
shareholders’ investments and the Group’s assets, and reviewing
their effectiveness annually through the audit committee. The Audit
Committee reports to the Board on any material issues and makes
recommendations to the Board.

The Group has maintained internal control guidance and procedures
on the Group’s operational cycles relating to revenue, purchase and
expenditure, inventory and human resources etc., to ensure proper
accounting records are kept so that reliable financial reporting can
be provided, the effectiveness and efficiency of operation can be
achieved, and the compliance with applicable laws and regulations
and safeguarding of assets can be maintained. These procedures,
together with the Company’s compliance manual, have also shaped
the control environment in which and how the Group operates in,
including the budgeting controls, investment decision making, risk
assessment and practices of corporate governance. These systems
are designed to provide reasonable protection against errors, losses
and fraud.

The Company does not establish a standalone internal audit
department, however, the Board has put in place adequate measures
to perform the internal audit function at different aspects of the Group
which are discussed below.

The Company has appointed an internal control adviser to conduct
annual review on the internal control system of the Group for the
year and reported their findings and recommendations to the audit
committee and the Board. It is designed to review the effectiveness
of the Group’s material internal controls so as to provide assurance
that key internal control measures are carried out appropriately and
are functioning as intended. During the year ended 31 March 2016,
the overall management controls and the revenue and work-in-
progress cycle were reviewed and found that adequate controls are
in order.
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Monthly meetings were held between the executive directors and
senior management to review and monitor the business and financial
performance against the targets, the progress of certification and
contract receipts from the customers, the efficiency in the use of the
Group’s resources in comparison to the budgets, and the operational
matters to ensure the Group has complied with the regulations
that have material impact to the Group’s business. The aim is to
enhance the communication and accountability of the Directors and
management so that significant strategic, financial, operational and
compliance risks or potential deviations are timely identified and dealt
with in a proper manner, while significant issues are reported back
to the Board for their attention. The Company also compiles monthly
reports to the Board to update the latest financial performance,
position and prospects of the Group.

Specific policy was set up by the Company for disclosure of inside
information. While any potential inside information will be escalated
to the executive meetings or the Board via the established reporting
channels, the Directors will assess and determine if the inside
information of the Company exists where timely disclosure is required
to be made by an announcement published on the Stock Exchange
website. On the other hand, in order to enhance the communication
with the market, the Company also published voluntary
announcements to update the public on the latest development of
the Group’s business during the year and it has intended to put it
into practice to enhance the transparency of the Company, whenever
practicable.

The Group’s aim is to run competitive foundation works business
in Hong Kong. The Group has to comply respective requirements
and pass the regular reviews in order to retain its listing in the
Development Bureau Specialist List (Group | and Il) of Specialist
Contractor for Public Works, the Buildings Department Registered
Specialist Contractor — Foundation Category. The Group has
also implemented a management system in accordance with the
requirements under ISO 9001, ISO 14001 and OHSAS 18001 to
ensure that the Group’s services meet the requisite health and
safety, quality and environmental requirements. During the year, the
Group passed the audits conducted by external consultants and
renewed these certificates. Upon completion of pile construction,
the Group is required to engage external professionals to
conduct various applicable tests on all piles based on the relevant
contractual requirements and ensure full compliance with customer
requirements. Subject to these piling records available to the
customers for their testing and inspection, the authorized persons
employed by the customers certify the value of the works completed
in the payment certificates issued to the Group. Therefore, stringent
ongoing controls and monitoring systems have already been
embedded in the daily operations of the foundation works business.
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On 22 June 2016, the Board reviewed the effectiveness of the
Group’s internal control system at its Board meeting including
its financial, operational and compliance controls, and its risk
management functions. The Board’s review included a consideration
of the internal control evaluations conducted by the findings of the
external auditors during the annual audit and the internal control
review reported by an internal control adviser engaged by the
Company. No material fraud or errors came to the attention of the
Board from all these sources. Therefore, the Board was satisfied that
the risk management and internal control systems were well installed
and implemented effectively during the year without significant
weakness identified.

Directors’ Remuneration

Directors’emoluments are determined with reference to Directors’
duties, responsibilities and performance and the results of the
Group. In addition, the Directors’ remuneration is reviewed by the
Remuneration Committee of the Company annually. Details of the
Directors’ remuneration are set out in note 14 to the consolidated
financial statements.

Remuneration of the Senior Management

During the year ended 31 March 2016, the remuneration of senior
management is listed as below by band:
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Above HK$3,000,000 0

3,000,000 Tl
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Auditor’'s Remuneration

The remuneration in respect of audit and non-audit services provided
to the Group by the Company’s auditor, RSM Hong Kong and other
RSM network firms for the year ended 31 March 2016 was:

ZEEN I 2
BE-T-AF=A=+—RALFE BA
DRI EE(FB) R ER AR
bR RERE 2 @EARALERIEHR 2
IR RIFR R ZMemT -

HK$’000

TFHET

Audit services EZARTS 1,150
Audit services relating to the listing of BEARRRROREERMT EMZE

the Company’s shares on the Stock Exchange Z R 2,200

Non-audit services IEEIZRTE 38

3,388

Directors’ and Auditor’s Responsibilities for the
Financial Statements

The Directors acknowledge their responsibility for the preparation
of financial statements which give a true and fair view of the state
of affairs of the Group. In preparing the financial statements which
give a true and fair view, it is fundamental that the appropriate
accounting policies are selected and applied consistently. The
reporting responsibilities of the Company’s external auditor on the
consolidated financial statements of the Group are set out in the
independent auditor’s report on pages 43 to 44 of this annual report.
The Directors were not aware of any material uncertainties relating
to events or conditions which may cast significant doubt upon the
Group’s ability to continue as a going concern.

Company Secretary

The Company’s company secretary, Mr. Ho Cheuk Wai, coordinates
the supply of information to the Directors and is the primary contact
person within the Company for all matters relating to the duties and
responsibilities of the company secretary. All Directors have access
to the company secretary to ensure that Board procedures and all
applicable laws, rules and regulations are followed. During the year
ended 31 March 2016, he had taken no less than 15 hours of relevant
professional training as required under Rule 3.29 of the Listing Rules.
Please refer to his biographical details which are set out on page 33
of this annual report.
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Shareholders’ Rights

We seriously take care the shareholders’ interest to ensure that they
are treated fairly and are able to exercise their shareholders’ rights
effectively. Shareholders are entitled by the articles of association
of the Company and are also encouraged to participate in the
Company’s general meetings or appoint proxies to attend and vote.
Shareholder(s) holding not less than 10% of the Company’s paid-up
capital may request the Board to convene an extraordinary general
meeting and put forward proposals. Such requisition should be made
in writing to the Board or the company secretary for such purpose
and should specify the transaction of any business to propose in
such meeting.

In case a shareholder wishes to nominate a person for election as
director in a general meeting, the particulars of the candidate must
be stated in a nomination notice signed and deposited together
with a notice of willingness signed by the candidate to the company
secretary at the Company’s headquarters or at the branch share
registrar and transfer office (Union Registrars Limited at Suites 3301-
04, 33/F., Two Chinachem Exchange Square, 338 King’'s Road,
North Point, Hong Kong) of the Company. The notice should be given
at least seven days prior to the date of such general meeting.

Investor Relations

The Company is committed to maintain effective and timely
dissemination of the Group’s information to its shareholders and
the market. We have established a shareholders’ communication
policy which emphasizes the importance of regular communication
to the shareholders and the market to ensure they have the available
information reasonably required to make informed assessments of
the Group’s strategy, operations and financial performance. The
annual shareholders’ meetings of the Company are the primary
forum for communication by the Company with its shareholders and
for shareholder participation. In addition, the Company’s website
(www.kh-holdings.com) contains extensive company information
which is easily accessible.

During the period from the Listing Date to 31 March 2016, the
Company published voluntary announcements in relation to
shareholders’ right and Board diversity policy on the Company’s
website to keep the shareholders and investors updated regarding
the corporate governance status.
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Executive Directors

Mr. Yu Shiu Tin Paul (“Mr. Yu”), aged 66, is our executive
Director, Chairman, Chairman of our nomination committee, and a
member of our remuneration committee. He is primarily responsible
for overseeing the marketing work and contract strategy of our
Group and is appointed as our Group’s authorized signatory under
specialist contractor licensing. Mr. Yu is also appointed as the
Technical Director to act for the purpose of the Buildings Ordinance
for K. H. Foundations Ltd.. He has over 30 years of experience in
the foundation, construction and engineering industry in Hong Kong.
Mr. Yu founded K. H. Foundations Ltd. in 1985 and has been the
director of K. H. Foundations Ltd. since then. Over the 30 years of
directorship in K. H. Foundations Ltd., Mr. Yu had the opportunity to
go through various development and construction projects of both
the public sector and the private sector in Hong Kong including, but
not limited to schools, hotels and Government buildings.

Mr. Yu graduated from Syracuse University in New York, United
States and obtained a Bachelor’s degree in Civil Engineering and
a Master’s degree in Engineering Administration in May 1973 and
December 1974, respectively. In 1981, Mr. Yu was a director of Tung
Wah Group of Hospitals and was subsequently elected as chairman
of Tung Wah Group of Hospitals in 1988 and served as chairman until
1989.

Mr. Yu was appointed by the Government to sit in various advisory
bodies since 1982. He was appointed as a member of the Board
of Management of the Chinese Permanent Cemeteries from 1982
to 2003, a member of the Antiquities Advisory Board from 1992 to
1996, a member of the Registered Contractors’ Disciplinary Board
Panel from 19983 to 1996, a member of the Council of the Hong
Kong Institute of Education from 1994 to 1998, a member of the
Administrative Appeals Board from 1994 to 2000, a member of
the Hospital Authority from 2001 to 2009 and the chairman of the
Hospital Governing Committee of Tuen Mun Hospital from 2004
to 2014. Currently, he is a member of the Hospital Governing
Committee of Queen Mary Hospital and Tsan Yuk Hospital, and a
member of the Advisory Board of Tung Wah Group of Hospitals. He
was awarded Justice of the Peace (Non-official) by the Government
in 1989 and is a member in the Most Excellent Order of the British
Empire in 1994. In 2007, Mr. Yu was awarded the Bronze Bauhinia
Star by the Hong Kong SAR Government. He was admitted as a
fellow member of the Hong Kong Institute of Builders and the Hong
Kong Institute of Construction Managers in May 1997.

He is currently an independent non-executive director of Continental
Holdings Limited (Stock Code: 513), company listed on the Main
Board of the Stock Exchange.
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Mr. Yeung Sau Ming Boris (“Mr. Yeung”), aged 49, is our
executive Director, Deputy Managing Director and a member of
our nomination committee. Mr. Yeung is primarily responsible for
overseeing the overall management of our Group including our daily
operations, business development, strategic planning and tendering.
Mr. Yeung has more than 20 years of experience in the construction
industry in Hong Kong. He took part in the foundation works and
superstructure construction works in construction projects of both
the public sector and the private sector in Hong Kong including,
but not limited to schools, hotels and Government buildings. Mr.
Yeung joined our Group in 2008 and was appointed as a director
of K. H. Foundations Ltd. during the same period. He is also the
director of K. H. Civil Engineering Ltd., K. H. Machinery Ltd. and
K. H. Piling & Engineering Ltd. since each of their incorporate date,
respectively. He has been appointed as a director of Tactful Building
Company Limited since July 1993. It is a Registered General Building
Contractor, mainly involved in building construction works.

Mr. Yeung graduated from The Hong Kong Polytechnic University
(previously known as Hong Kong Polytechnic) with a professional
diploma in Building Surveying in November 1989. He obtained his
Bachelor’s degree of Science with distinction in Building Surveying
from the University of Greenwich (previously known as Thames
Polytechnic) in the United Kingdom in June 1990. He subsequently
obtained his Master’s degree of Science in Real Estate Development
from The University of Hong Kong in November 1995.

Mr. Yeung is a Registered Professional Surveyor by profession. He
was elected as an associate of The Hong Kong Institute of Surveyors
in April 1993, and as the professional associate of the Royal
Institution of Chartered Surveyors in December 1992.

Ms. Chan Lai Kuen (“Ms. Chan”), aged 52, is our executive
Director and a member of our remuneration committee. Ms. Chan
is primarily responsible for overseeing the finance and account
management aspects and as well as the corporate finance
functions in our Group. Ms. Chan has over 20 years of experience
in accounting, taxation and financial assignments especially with
companies in Hong Kong construction industry. Ms. Chan joined our
Group in 2006 and was appointed as a director of K. H. Foundations
Ltd. during the same period. Ms. Chan was appointed as a director
of K. H. Civil Engineering Ltd. in 2012.

Ms. Chan was the assistant accountant of Wing Fai International
Limited from 1994 to 1998 and has been the accountant of Tactful
Building Company Limited since 1998, respectively and is currently a
senior accounting manager of Tactful Building Company Limited. It is
a Registered General Building Contractor, mainly involved in building
construction works.
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Ms. Chan obtained her Bachelor’'s Degree in Accountancy from the
City Polytechnic of Hong Kong in November 1992. She is a Certified
Public Accountant and has been a member of the Hong Kong
Institute of Certified Public Accountants since 2000. She has also
been a fellow of the Association of Chartered Certified Accountants
since 2004.

Independent Non-Executive Directors

Mr. Chan Kee Huen Michael (“Mr. Chan”), aged 64, was
appointed as our independent non-executive Director on 19 February
2016. He is a member of our audit committee and nomination
committee. Mr. Chan has over 25 years’ experience in external
audit, IT audit, training, accounting and finance, company secretarial
and corporate administration, MIS management, internal audit,
information security, risk management and compliance experience.
Mr. Chan is a fellow of the Hong Kong Institute of Certified Public
Accountants (previously known as the Hong Kong Society of
Accountants) and the Association of Chartered Certified Accountants
(previously known as the Chartered Association of Certified
Accountants), a fellow and specialist in Information Technology of
CPA Australia (previously known as the Australian Society of Certified
Practising Accountants) and an associate of the Institute of Chartered
Accountants in England and Wales. He was admitted as a certified
information systems auditor with the Information Systems Audit and
Control Association in 1985 and a fellow of the Hong Kong Institute
of Directors in 2000. Mr. Chan was admitted as a member of the
Chartered Institute of Arbitrators in 2000 and elected as a member of
the Institute of Internal Auditors in 1997.

Mr. Chan is the chief executive of C&C Advisory Services
Limited, and an independent non-executive director of Lansen
Pharmaceutical Holdings Limited (stock code: 503) since 2010 and
was an adjunct professor in the School of Accounting and Finance of
The Hong Kong Polytechnic University from 2009 to 2014. With effect
from 10 June 2016, Mr. Chan was appointed as an independent
non-executive Director by Chun Sing Engineering Holdings Limited
(stock code: 2277). Mr. Chan worked at CMG Life Assurance Limited
(formerly Jardine CMG Life Assurance Limited) from 1991 to 1997
and his last position was general manager, compliance and corporate
affairs. He was employed by Dao Heng Bank in 1996 as the group
auditor (which subsequently acquired by DBS Bank (Hong Kong)
Limited) and he ceased working for the bank in 2004 with his last
position as managing director and head of compliance, Hong Kong
and Greater China. Mr. Chan was also the group financial controller
of Lam Soon (Hong Kong) Limited from 2004 to 2005, the project
director of quality assurance of the Hong Kong Institute of Certified
Public Accountants in 2005 and the deputy general manager of the
compliance department of Ping An Insurance (Group) Company of
China, Ltd. from 2006 to 2009. Mr. Chan graduated with a higher
diploma in accountancy from Hong Kong Polytechnic in November
1976 and was awarded the postgraduate diploma in business
administration from the University of Surrey in March 1998.
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Mr. Cheng Yan Kee (“Mr. Cheng”), aged 61, was appointed as our
independent non-executive Director on 19 February 2016. He is the
chairman of our remuneration committee and a member of our audit
committee and nomination committee. Mr. Cheng is an experienced
professional in the structural and foundation design and supervision
of building structures. Mr. Cheng obtained his Bachelor’s degree in
Civil Engineering from Lehigh University, the United States of America
in May 1977. Mr. Cheng has been a Fellow of the Institution of Civil
Engineers since 2002. He has been a member of the American
Society of Civil Engineers since 1981 and a member of the Hong
Kong Institution of Engineers since 1980. Mr. Cheng is an Authorised
Person and Registered Structural Engineer under the Buildings
Ordinance. He is also a Class 1 structural engineer registered
with the National Administration Board of Engineering Registration
(Structural) of the PRC. He is the managing director of H. K. Cheng &
Partners Limited, an engineering consultancy firm in Hong Kong.

Mr. Cheng was elected a Fellow of the Institution of Structural
Engineers in 1990 and served as President of such institution, being
the world’s leading professional body for qualifications and standards
in structural engineering, for 2013. Mr. Cheng was chairman of the
Council of the Hong Kong Baptist University from January 2013
to December 2015, he was reappointed to serve a second term
from January 2016 to December 2018. He was a member of the
Hospital Authority between 2009 and 2015, the Hong Kong Housing
Authority between 2000 and 2006 and the Town Planning Board
between 2006 and 2012. He served as a chairman of the Corruption
Prevention Advisory Committee under the Independent Commission
Against Corruption between 1999 and 2000. He is a council member
of China Soong Ching Ling Foundation, a charitable organization
based in Beijing. He was appointed as Justice of the Peace in 2000
and was awarded the Bronze Bauhinia Star by the Hong Kong SAR
Government in 2015.

Mr. Cheung Chi Fai Frank (“Mr. Cheung”), aged 53, was
appointed as our independent non-executive Director on 19
February 2016. He is chairman of our audit committee and a
member of our remuneration committee. Mr. Cheung has been
appointed as company secretary and chief financial officer of China
Weaving Materials Holdings Limited, a company listed on the Main
Board of the Stock Exchange (stock code: 3778) in 2011. He has
also been an independent non-executive director of Continental
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Holdings Limited, a company listed on the Main Board of the Stock
Exchange (stock code: 513) since 2010. He obtained and MBA
from the University of Technology, Sydney in September 1995 and
a professional diploma in Accountancy from Hong Kong Polytechnic
(now known as The Hong Kong Polytechnic University) in November
1985. He has been admitted as an associate of the Hong Kong
Institute of Certified Public Accountants since 1989 and a fellow
of the Association of Chartered Certified Accountants since 1994.
Mr. Cheung was a part-time tutor at The Open University of Hong
Kong from March 2009 to July 2011. He was an executive director
of Sun Innovation Holdings Limited (now known as Digital Domain
Holdings Limited), a company listed on the Main Board of the Stock
Exchange (stock code: 547) from 2004 to 2007, and acted as the
chief financial officer and qualified accountant from 2007 to 2008.
He was an independent non-executive director of LJ International
Inc. (NASDAQ: JADE) from June 2007 to October 2007, a director
of e-Lux (Hong Kong) Company Limited (now Quants Capital (Hong
Kong) Limited), a subsidiary of e-Lux Corporation (JASDAQ: 6811)
(now known as Quants Inc.) from 2001 to 2003, he was in charge
of the telecommunications value added services in Hong Kong,
Taiwan and the PRC. He was a director of New Media Corporation,
a subsidiary of e-New Media Company Limited (now known as ENM
Holdings Limited), a company listed on the Stock Exchange (stock
code: 128) from 1999 to 2000.

Professor Chung Hung Kwan Barnabas (“Professor Chung”),
aged 68, was appointed as our independent non-executive Director
on 19 February 2016. He is a member of our audit committee,
remuneration committee and nomination committee. Professor
Chung is an authorized person (surveyor) registered under the
Buildings Ordinance and a registered professional surveyor (building
surveyor) under the Surveyors Registration Ordinance. He is currently
an Honorary Professor in the Department of Real Estate and
Construction of The University of Hong Kong and the Chairman of
the Board of Membership of the Hong Kong Institute of Surveyors.
In addition, he was an honorary advisor of the Guangdong Province
Association of Engineer Consultants from 2011 to 2015 and a visiting
professor in the Department of Building & Real Estate of The Hong
Kong Polytechnic University from July 2014 to September 2015.
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Senior Management

Mr. Wong Wai Nam (“Mr. Wong”), aged 53, serves as the director
— technical of our Group. He is responsible for overseeing the
technical designs of foundation works and technical department
of our Group. Mr. Wong joined our Group as director — technical in
March 2014 and has over 30 years of experience in the foundation,
construction and engineering industry. Mr. Wong obtained a higher
certificate in civil engineering from The Hong Kong Polytechnic
University (previously known as Hong Kong Polytechnic) in November
1986. Mr. Wong became a registered structural engineer in Hong
Kong in August 2010 and a registered inspector in Hong Kong
in May 2012. He has been admitted as a member of The Hong
Kong Institution of Engineers since September 1998 and as a
Chartered Engineer of the Institution of Structural Engineers, the
United Kingdom, since February 1998. Mr. Wong was employed as
technical director of Meinhardt (C&S) Limited from 2009 to 2014.
Mr. Wong was previously employed in the foundation, construction
and engineering industry with several companies and the Housing
Department, the executive arm of the Hong Kong Housing Authority
between 1983 and 1992.

Mr. Tse Wai Kwong (“Mr. Tse”), aged 51, serves as the project
director of our Group. He is responsible for the overall management
of our Group’s tendering process, foundation work, cost and
quality control, safety management. Mr. Tse joined our Group as
senior contracts manager in January 2014 and has over 25 years of
experience in the foundation, construction and engineering industry.
He was promoted to project director of our Group in April 2015. Mr.
Tse obtained a master’s degree in civil and structural engineering
from The University of Sheffield, the United Kingdom in December
1991 and obtained a higher diploma in civil engineering from The
Hong Kong Polytechnic University (previously known as Hong Kong
Polytechnic) in November 1988. Mr. Tse was employed as manager
in Hsin Chong Construction Company Limited, a subsidiary of Hsin
Chong Construction Group Ltd. (stock code: 404), between 2010
and 2014. Mr. Tse was previously employed in the foundation,
construction and engineering industry with several companies
between 1988 and 2010.

Mr. Fung Kin Shing (“Mr. Fung”), aged 43, serves as the project
director of our Group. Mr. Fung was approved as the authorized
signatory of K. H. Foundations Ltd. under the Buildings Ordinance
in December 2014. He is responsible for the overall management
of our Group’s tendering process, foundation work, cost and
quality control and safety management. Mr. Fung joined our Group
as project director in September 2013 and has over 23 years of
experience in the foundation, construction and engineering industry.
Mr. Fung obtained a Master’s degree in Civil Engineering from The
Hong Kong University of Science and Technology in November 2002
and obtained a Bachelor’s degree in Building Management from
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the University of Northumbria at Newcastle, the United Kingdom, in
June 1997. Mr. Fung became a registered professional engineer in
civil engineering (general) with the Institution of Engineers, Australia,
in September 2006. He was elected as member of the Chartered
Professional Engineer of Engineers Australia in the Civil College in
September 2006. He has been admitted as a member of The Hong
Kong Institution of Engineers since September 2014, as a member
of the Institution of Civil Engineers since September 2011, as a
Chartered Engineer of the Engineering Council since October 2011
and as a Registered Professional Engineer (Civil) from June 2016 to
May 2017. Mr. Fung was employed as a technical staff in the capacity
of a senior field geotechnical engineer in On U Pty Ltd, Australia in
2013. He was employed as senior geotechnical engineer in Aargus
Pty Ltd, Australia between 2012 and 2013. Mr. Fung was previously
employed in the foundation, construction and engineering industry
with several companies and the Water Supplies Department of the
Government between 1992 and 2011.

Mr. Ho Cheuk Wai (“Mr. Ho”), aged 54, joined our Group and
was appointed as our financial controller in August 2014 and our
company secretary in September 2015. Mr. Ho is responsible for
overseeing the accounting activities and internal control of our
Group and engages in all aspects of corporate finance functions. He
graduated with a degree of Master of Science in Business Information
Technology from Middlesex University in January 2003 and a degree
of Master of Business Administration from the University of Wales,
Bangor in cooperation with the Manchester Business School (now
known as the Bangor University) in July 1997, both of which were
distance learning programs. He became an associate of the Hong
Kong Society of Accountants in 1994 and was admitted an associate
of the Chartered Association of Certified Accountants in 1995.
He was also admitted as a fellow of the Association of Chartered
Certified Accountants in 2000. Prior to joining our Group, he served
as the financial controller and the company secretary of Ngai Shun
Holdings Limited (a company listed on the Main Board of the Stock
Exchange with stock code: 1246) during the period of May 2013
and January 2014. He also acted as the financial controller and
the company secretary of South West Eco Development Limited (a
company previously listed on the GEM board of the Stock Exchange
with stock code: 8291; now listed on the Main Board of the Stock
Exchange with stock code: 1908) during the period from May 2012
to May 2013, and he was the financial controller in other companies
in Hong Kong, namely Cetec Limited, China Water Company Limited,
Chung Fu Property Group Company Limited, Mission Hills Group,
and CBI Investment Limited during the period from January 2010 to
April 2012, from September 2008 to January 2010, from January
1999 to March 2008, from April 1995 to November 1998, and from
July 1990 to March 1995, respectively.
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The Board submits the Directors’ Report together with the audited
financial statements of the Group for the year ended 31 March 2016.

Principal Activities

The principal activity of the Company is investment holding. The
Group is principally engaged in the provision of foundation works
and ancillary services in Hong Kong. The principal activities of
the subsidiaries of the Company are set out in note 32 to the
consolidated financial statements.

Business Review

The business review of the Group for the year is included in the
Chairman’s Statement and Management Discussion and Analysis in
this annual report on pages 6 to 17.

Group Reorganisation

The Company was incorporated in the Cayman Islands on 23
July 2015 as an exempted company with limited liability under the
Companies Law, Cap 22 (Law 3 of 1961, as consolidated and
revised), of the Cayman Islands. In preparation of the listing of the
Company'’s shares on the Stock Exchange, the Group underwent the
reorganisation pursuant to which the Company became the holding
company of the companies now comprising the Group on 25 January
2016. For details of the Group Reorganisation, please refer to note 2
to the consolidated financial statements.

The Listing was completed during the year under review.

Results And Dividends

The results of the Group for the year ended 31 March 2016 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 45 of this annual report.

During the year ended 31 March 2016, the Group declared and
paid special dividend of HK$25,200,000 (2015: Nil) to its then
shareholder.

The Board did not recommend the payment of final dividend for the
year ended 31 March 2016.
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Financial Summary

A summary of the published results and of the assets and liabilities
of the Group for the last four financial years is set out on page 112 of
this annual report.

Donations

Charitable and other donations made by the Group during the year
ended 31 March 2016 amounted to HK$50,000.

Distributable Reserves

Distributable reserves of the Company at 31 March 2016, calculated
under the Companies Law, Cap 22 (Law 3 of 1961, as consolidated
and revised), of the Cayman lIslands, amounted to approximately
HK$180.1 million (2015: approximately HK$80.5 million).

Details of the use of proceeds from the Listing are set out on page 13
of this annual report.

Shares Issued in the Year

Details of the shares issued in the year ended 31 March 2016 are set
out in note 28 to the consolidated financial statements.

Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company’s
articles of association and there was no restriction against such
rights under the laws of the Cayman Islands, which would oblige
the Company to offer new shares on a pro rata basis to existing
shareholders.

Purchase, Sale or Redemption of the Company’s
Listed Securities

Neither the Company nor any of its subsidiaries had purchased, sold
or redeemed any of the Company’s listed securities since the Listing
Date and up to 31 March 2016.

Share Option Scheme

A share option scheme (the “Scheme”) was adopted pursuant to
a shareholders’ written resolution of the Company passed on 19
February 2016. No share options have been granted, exercised or
cancelled under the Scheme since its adoption date and up to the
date of this annual report. The Scheme will remain in force for a
period of 10 years after the date of adoption.
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Further details of the Scheme are set out in note 29 to the
consolidated financial statements.

Directors

The Directors during the financial year and up to the date of this
report were:

Mr. Yu Shiu Tin Paul (Chairman)
Mr. Yeung Sau Ming Boris (Deputy Managing Director)
Ms. Chan Lai Kuen

Mr. Chan Kee Huen Michael”
Mr. Cheng Yan Kee*
Mr. Cheung Chi Fai Frank*

Professor Chung Hung Kwan Barnabas*
* (appointed on 19 February 2016)

In accordance with articles 108 and 109 of the articles of association
of the Company. Mr. Chan Kee Huen Michael and Mr. Cheng Yan
Kee, both being independent non-executive Directors and Ms. Chan
Lai Kuen as an executive Director, will retire and, being eligible, will
offer themselves for re-election at the forthcoming annual general
meeting.

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to rule 3.13 of the Listing Rules. The Company considered
all of the independent non-executive directors to be independent.

Directors’ Service Contracts

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with any
member of the Group which is not determinable by the Group within
one year without payment of compensation (other than statutory
compensation).
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Directors’/Controlling Shareholders’ Material EFE = /1A% AR 58 A8 K &£ B 3 1%
Interests in Transactions, Arrangements and [MEEB&E KX @Q% TN B #)
Contracts that are Significant in Relation to the FHEAEE AfEzE

Group’s Business

Save for transactions in connection with the Group Reorganisation MR ERAEEAAT AZSE T MET
in preparation for the Listing as disclosed in the Prospectus and HNEBEHME NN S MR AFREME

save for disclosed elsewhere in this annual report, no transactions, EiFTIREEIN  AATHMB AR ~ REMK
arrangements and contracts of significance in relation to the Group’s BARSE AR FERKFEARTAER - I
business to which the Company’s subsidiaries, fellow subsidiaries EII AT AEBEEMEBEEAAEARAR

or its parent companies was a party and in which a Director Ti%jﬂ Hxﬂxi)i%%mﬁﬁ@/\iﬁf\”‘ﬂh
or controlling shareholders of the Company and the Director’s BEEAEDZ(THEESEE) NS -
connected party had a material interest, whether directly or indirectly, BERB A -

subsisted at the end of the year or at any time during the year.

Biographical Details of Directors and Senior ZZERSAETEERER
Management

Brief biographical details of Directors and senior management are set EENAAEEERESHNF2TEE33E
out on pages 27 to 33.

—H= N/

Disclosure of Interests g/\?&ﬁx

As at 31 March 2016, the interests and short positions of the NR-ZE—RNFE=ZF=+—H EE2RNAQ
Directors in the shares, underlying shares and debentures of the &EIJEH,F&@(E%% %}&Hﬂ//g\{\ﬂﬂ(f

Company and its associated corporation (within the meaning of Part N HA S 160 1) EXVED) R - AEREID &
XV of the Securities and Futures Ordinance (“SFQ”)) as recorded in EE5DEARIERZASANLEE 1%15”%352{!%2?
the register required to be kept under section 352 of the SFO, or as FEEMNECMALENESZ AR IR
notified to the Company and the Stock Exchange pursuant to the B WA Wﬁzmﬁﬁ%iﬁ‘]iﬁ%éﬁ/\%%i&
Model Code for Securities Transactions by Directors of Listed Issuers THBAET FHEETA BN RN T LD
as set out in Appendix 10 of the Listing Rules, are as follows: FTIER AR T ¢

() Long position in our shares (i) REHHEFE

Approximate
percentage of

Name of Director Capacity/nature No. of Shares held shareholding

EERR S, HHE FRiSRRin 8 B BREEHES L

Mr. Yeung Sau Ming Interest in a controlled 300,000,000 75%
Boris (“Mr. Yeung”) corporation

BEREE(HRED XL E RS

Note: e

1. These shares are held by New Grace Gain Limited (the “New Grace 1. Z 5% 15 EENew Grace Gain Limited
Gain”). New Grace Gain is 40% beneficially owned by Mr. Yeung (['New Grace Gain]) #4A ° New
and therefore, Mr. Yeung is deemed to be interested in the shares Grace GanAl A G A A EHE A
held by New Grace Gain under the SFO. 40% - Bt - IRIBFSH K BHEK

Bl - 15 % &£ 18 B 7 New Grace
GainFF A RIR D T B R ©
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(i) Long position in the ordinary shares of our
associated corporation

Name of
associated

Name of Director corporation

Capacity/nature

(i) MHEBRZEEERNOTE

Approximate
percentage of
shareholding
in associated in associated
corporation corporation

FARBEE (4 AR % AR i e

No. of
Shares held

EERR HEEEH BB i HHE FrisBRin B B #haat
Mr. Yeung New Grace Gain Interest in a 40 40%
B E controlled

corporation
R AE R

So far as the Directors are aware, as at 31 March 2016 the interest
and short positions of the persons, other than a director or chief
executive of the Company, in the shares and underlying shares of
the Company as recorded in the register required to be kept under
section 336 of the SFO are as follows:

The Company’s controlling shareholders have not pledged all
or part of their interest in the Company’s shares to secure the
Company and its subsidiaries’ debts or to secure guarantees or
other support of their obligations.

REZEMM R_T—-—R"F=A=+—H"
ATALE(TBEARBES RITHRAR) N
AnmE i kAR A RIEE 5 L8
B 1GGIE3361RE TR EM B M AT ED

"

NS
T NOKE

RN ) RO PR B PR I 4 K AR S I AN A B
Bty 2k R KA - AERAR
N R BB R RE TS 2 AR R AE R
HEENEME R 2 HIH

Approximate
Percentage of
interest in our

Name Nature of Interest Number of shares held Company
HFELAFRZH
wE /B EaHH RSB iR 8 B LiE o=k 4 4
New Grace Gain (Note 1) Beneficial interest 300,000,000 75%
New Grace Gain(ffizt1) Ezm#Ezm
Mr. Yeung (Note 1) Interest in a controlled 300,000,000 75%
B (FsE) corporation
R EEER
Mr. Lau Tai Wah Gilbert Interest in a controlled 300,000,000 75%
(“Mr. Lau”) (Note 1) ’Corporation
BIREXRA(TRIKE]) REEEER
(BftsE1)
Mr. Yue Suen Leung Interest in a controlled 300,000,000 75%

(“Mr. Yue”) (Note 1)
REREE(TREED
(BFEET)

corporation
REAE R
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Note:

(1) These shares are held by New Grace Gain. New Grace Gain was owned as
to 40% by Mr. Yeung, 30% by each of Mr. Lau and Mr. Yue respectively.
Each of Mr. Yeung, Mr. Lau and Mr. Yue is deemed to be interested in
the shares of the Company held by New Grace Gain under the SFO, while
Mr. Yeung, Mr. Lau and Mr. Yue is a group of controlling shareholders.
Mr. Yeung, Mr. Lau and Mr. Yue are not actual concert parties under the
definition of the Takeovers Code.

Management Contracts

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

Deed of Non-Competition

The controlling shareholders have confirmed to the Company of their
compliance with the non-competition undertakings provided to the
Company under a deed of non-competition dated 19 February 2016.

Major Customers and Suppliers

During the year ended 31 March 2016, the Group’s five largest
customers in aggregate accounted for approximately 96.3% (2015:
approximately 86.5%) of the Group’s total turnover. The largest
customer accounted for approximately 56.2% (2015: approximately
53.7%) of the Group’s total turnover.

During the year ended 31 March 2016, the Group’s five largest sub-
contractors in aggregate accounted for approximately 60.9% (2015:
approximately 65.8%) of the Group’s total sub-contracting fee. The
largest sub-contractor accounted for approximately 16.9% (2015:
approximately 34.6%) of the Group’s total sub-contracting fee.

During the year ended 31 March 2016, the Group’s five largest
suppliers in aggregate accounted for approximately 89.1% (2015:
approximately 79.0%) of the Group’s total material costs. The largest
supplier accounted for approximately 51.4% (2015: approximately
28.5%) of the Group’s total material costs.

To the best of the knowledge of the Directors, none of the Directors,
their associates or any shareholder (which to the knowledge of the
directors owns more than 5% of the Company’s share capital) had an
interest in these major customers, sub-contractors and suppliers.

Related Party Transactions

The significant related party transactions entered into by the
Group during the year ended 31 March 2016 set out in note 37 to
the consolidated financial statements included transactions that
constitute connected/continuing connected transactions for which
the disclosure requirements under the Listing Rules have been
complied with.

Annual Report 2015/2016 &

Wi

1) % % % 19 A New Grace Gain#F & ° New
Grace GainBImt5 L4 ~ Bl ERFREE
DRIEEH40% - 30% &% 30% ° RIFES
REAEED - HhE  BlRERFREES
B #18 A New Grace Gaint A AR A 7]
PR AR - MiGRE - BIEERR
SHER—HEIERBRE - BEE  BEER
REEWIFWRBTRIFMATHEE BT
AL e

EEE = /\\

REARBET L HFEBEBRARB 2 EHME
AERBYEFHEERITRITENEL

N F IR
ZERBREAARGER  BECETIRE
AT —"F_A+NLBNTRFZE
AR BIVEH B3 S o

EERP REERE
REBEE-_ZE—RF=A=1+— FE -
REBAREFARIGAEEBEERY
96.3%(=—ZF— R F : %’786.5%)0%#:%}5
AR EBEEEFENS6.2%( — T —RF :
53.7%) °

REE— z—ﬂizﬂer—EutirngK
EERAARDEFALAGAEMALSBEYD
60.9% (=T —H%F : ’]658%) E—jv}
Fﬁfﬁzls%lﬁ@“’?%ﬁm 9% (ZE—RF :
4934.6%) °

Fﬁi_f—A¢EHE+—E¢¢E'$
EERAAEERSREREEREMKRAL
89.1%(—ZFE—HHF : £79.0%) ° s AHE
B AEBBENEANS1.4%(ZF—H
F  #128.5%) °

REEMA BIESS  WENBBALXN
Eﬂﬂxﬁ(?ﬁ%%ﬁﬁ%ﬂ%ﬁﬂi/&ﬂﬂxﬂﬁ%u

G

H 1k
Ry

o
2F

g

2F

J:E’]}\i)EAJ: I FERF - oL HER
FREARER °
A TR 5
REFRBE-_Z—RNE=A=1+—H8ILF

BRIV EXBB R SR E P IERERM
5F37 @?ET%EXF’EJ@/T%T\F%L R
5 MAEBEMZERZEST MRS
WEHTE -

039



040 K. H. Group Holdings Limited
BT R B AR AR

DIRECTORS’ REPORT
EEERE

Continuing Connected Transactions 1R E RS 5
During the year ended 31 March 2016, the Group had the following RBE-ZE—NE-A=+—H0ILFE &

continuing connected transactions:

SENFEREZIZIT ¢

During the year ended 31 March 2016, we had a sub-tenancy REBEEZZ—AR"F=ZA=+—HLEFE &
arrangement with Tactful Group (Holdings) Limited (“Tactful MEESEE(FER)AR AR ([ESER])

Holdings”). One of our controlling shareholders, Mr. Yeung, B—HEDHELTH - ZMMIERKREREZ 5%
owned 75% shareholding in Tactful Holdings. Accordingly, Tactful A ESIEIRTS% MR - Btk - 3t
Holdings is a connected person of our Company for the purposes REME  EERARNAANBEAL -
of the Listing Rules. Such transaction will constitute a continuing ZX SN ETEEER ETHANE14A31{F
connected transaction for our Company under the Listing Rules FENARNBN—BEEEESH(XS]) -
under Rule 14A.31 upon the Listing (the “Transaction”). Details of the T HRFEBWT

Transaction are as follows:

Details of the Lease

HAHS

Tenant

EHEA

Sub-tenant

SHR

Location of property

R E

Size of leased area in the property

MREKERX D

Term

#H1P

Monthly rent payable
SAEMES

Use of property
MEBAZE

Notice period

WEAAR

Tactful Group (Holdings) Limited
ESRE(ZER)BERAR

K. H. Foundations Limited
T b E AR A F)

10th Floor, Liven House, 61-63 King Yip Street, Kwun Tong, Kowloon,
Hong Kong
BB NEEEEWET61 2635 4 A E 1012

675.4 sq. m. (net)
675.4F 7 K(F)

1 December 2014 to 30 November 2016
TN F+-_A—HE-ZT—X"F+—A=1+H

HK$107,080 (inclusive of government rent, rates and management fee)
107,080/ T (BEMME - ZMREERE)

Office premises
NG

The sub-tenant is not permitted to terminate this agreement during the
term of this agreement

DHEPEZXHZEAEATER X
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Our Directors anticipate that the maximum amount of rent payable
to Tactful Holdings under the sub-tenancy agreement for the
years ending 31 March 2016, 2017 and 2018 shall not exceed the
proposed caps of approximately HK$1.3 million, approximately
HK$1.4 million and approximately HK$1.5 million, respectively. In
arriving at the above proposed annual caps, our Directors have
considered (i) the current rental fee paid by Tactful Holdings to
the property owner; (ii) the current rental fee paid by our Group to
Tactful Holdings; (iii) the area rented and occupied by our Group in
the property; and (iv) the estimated increase in rental fee payable by
Tactful Holdings to the property owner.

Implication under the Listing Rules

Since each of the applicable ratios calculated with reference to Rule
14.07 of the Listing Rules is expected to be less than 5% and the
annual consideration is less than HK$3,000,000, the Transaction
will constitute an exempt continuing connected transaction of our
Company under Rule 14A.76(1) of the Listing Rules. Accordingly,
the Transaction will be exempt from the reporting, annual review,
announcement, circular and independent Shareholders’ approval
requirements under Chapter 14A of the Listing Rules upon Listing.

Our Directors’ Confirmation

The independent non-executive Directors, after reviewing the sub-
tenancy agreement, confirm that the terms under the sub-tenancy
agreement are fair and reasonable and in the interests of our
Company and our shareholders as a whole, and the sub-tenancy
agreement has been entered into as part of our Group’s ordinary
and usual course of business, on an arm’s length basis by reference
to prevailing market rates and upon normal commercial terms. Our
Directors also confirm that they obtained and reviewed an opinion
from an independent valuer in respect of the rental fee of the sub-
tenancy agreement. The independent valuer is of the view that the
rental fee is comparable to the prevailing market rates for similar
premises in the vicinity.
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Market Capitalisation

As at 31 March 2016, the market capitalisation of the listed securities
of the Company was approximately HK$528 million based on the
total number of 400,000,000 issued shares of the Company and the
closing price of HK$1.32 per share.

Sufficiency of Public Float

Based on information that is publicly available to the Company and
within the knowledge of the directors, the Company has maintained
the prescribed public float under the Listing Rules from the Listing
Date and up to the date of this report.

Corporate Governance

Principal corporate governance practices adopted by the Company
are set out in the Corporate Governance Report on pages 18 to 26.

Permitted Indemnity Provision

The Company’s Articles provides that every Director is entitled to be
indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution
of duties of his/her office or otherwise in relation thereto provided that
such indemnity shall not extend to any matter in respect of fraud or
dishonesty which may attach to the Director.

The Company has taken out and maintained Directors’ liability
insurance throughout the year, which provides appropriate cover for
the Directors.

Events after the Reporting Period

There is no material subsequent event undertaken by the Company
or by the Group after 31 March 2016 and up to the date of this annual
report.

Auditor

The consolidated financial statements for the year ended 31 March
2016 have been audited by RSM Hong Kong, who will retire and,
being eligible, offer themselves for reappointment at the forthcoming
annual general meeting of the Company.

On behalf of the Board
Mr. Yu Shiu Tin Paul
Chairman

Hong Kong, 22 June 2016
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INDEPENDENT AUDITOR’S REPORT

B2 B ENR S

TO THE SHAREHOLDERS OF
K. H. GROUP HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of K. H.
Group Holdings Limited (the “Company”) and its subsidiaries set out
on pages 45 to 111, which comprise the consolidated statement
of financial position as at 31 March 2016, and the consolidated
statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Directors’ Responsibility for the Consolidated
Financial Statements

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.
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INDEPENDENT AUDITOR’S REPORT
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the financial position of the Company and its subsidiaries
as at 31 March 2016, and their financial performance and cash flows
for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

RSM Hong Kong
Certified Public Accountants
Hong Kong

Hong Kong, 22 June 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

V=P

EAERREMRE

For the year ended 31 March 2016
HE-_Z—R"FZA=1+T—HLFE

2016 2015
—E—R¥E —T—RF
Note HK$’000 HK$’000
B &E THET TFHET
Revenue ke 7 492,649 57,818
Cost of sales SHE AR (415,952) (286,977)
Gross profit EH 76,697 70,336
Other income =W N 8 3,532 749
Administrative expenses THAX (28,528) (14,024)
Profit from operations BERBRET 51,701 57,061
Finance costs BhE AR 10 (995) (778)
Profit before tax BRI AR T 50,706 56,283
Income tax expense Fr 5 % 5 2 11 (10,403) (9,702)
Profit and total comprehensive income EXAT)#E AELER
for the year attributable to owners RIREZEKSELEE
of the Company 12 40,303 46,581
HK$ HK$
#BIT BT
Earnings per share SERRT
- Basic —HK 16(a) 13.3 centsfill 15.5 centsfll

— Diluted —8E 16(b) N/AREHR N/A 3 A
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e ISR R

At 31 March 2016
R-ZB—ARF=A=+—H

2016 2015
—ZT—RE —ZT—hF
Note HK$’000 HK$’000
B &E FHT FHEIT
Non-current assets JERBNEE
Property, plant and equipment Wi - 23 KRR 17 46,406 39,925
Current assets mEEE
Inventories & 18 1,228 369
Trade and retention receivables Z 5 e YR8 K R IR
Eka 19 93,584 115,546
Gross amounts due from customers for  EREFE AL TIZRIE
contract work R 20 101,319 73,780
Prepayments, deposits and other TERNRIR - He REM
receivables FE W R IR 9,918 6,733
Due from ultimate holding company JE U B 44 A N &) R IE - 23
Pledged bank deposits BIIRIRITIFE K 21 12,378 21,783
Bank and cash balances HR1T MR & AR 21 71,208 5,936
289,635 204,170
Current liabilities mE& R
Trade and retention payables B 5 A A R R
E& 22 54,743 88,537
Gross amounts due to customers for ENEFAAITIZEFIE
contract work R 20 3,967 11,274
Accruals and other payables EstE A N H b e F0E 23 9,263 6,568
Due to directors e EEKIE = 4,487
Due to related companies FE 1 B8 R FIRIA = 11,622
Finance lease payables B E A E T RIA 24 17,445 18,428
Provisions B = 61
Current tax liabilities ENEATR 1B & & 6,475 1,832
Bank borrowings RITIE 25 56,618 38,764
148,511 181,573
Net current assets mENEERE 141,124 42,597
Total assets less current liabilities HEERTHAR 187,530 82,522




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R BRI R

At 31 March 2016
R-ZB—RF=A=+—H
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2016 2015
—E—R¥E —ET—hF
Note HK$’000 HK$’000
B &E THET TFHET
Non-current liabilities ERDAER
Finance lease payables BhE T S FE A 24 285 388
Deferred tax liabilities FELEHIBA R 27 3,192 1,587
3,477 1,975
NET ASSETS BERE 184,053 80,547
Capital and reserves EEREE
Share capital fi& s 28 4,000 =
Reserves 1 31 180,053 80,547
TOTAL EQUITY HaEE 184,053 80,547

Approved by the Board of Directors on 22 June 2016 and are signed

on its behalf by:

KERFERN T NFEFNA-+T-BH#LET

HIATEEAREE

Yu Shiu Tin Paul

Executive Director

HITEE

RIEX

Yeung Sau Ming Boris
BEY

Executive Director

HITEE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
R B ER

For the year ended 31 March 2016
BHE_Z—X"F=ZA=+—HULHFE

Attributable to owners of the Company

b 3/NCIE £ PN
Share Share Retained Total
capital premium profits equity

BFx RHEE GREEH EIEH

HK$'000 HK$'000 HK$000 HK$'000

FET FET FET FET
(note 28)  (note 31)
(MtzE28)  (M4EE31)

As at 1 April 2014 R-_ZT—NFMA—H = - 33,966 33,966
Total comprehensive income and FRNEEWE R ERE )
changes in equity for the year 4REE = = 46,581 46,581
As at 31 March 2015 RZE—RF=H
=+—H - — 80,547 80,547
As at 1 April 2015 RZE—RAFMA—H - - 80,547 80,547

Total comprehensive income for the FREHEINE 4258

year = = 40,303 40,303
Group Reorganisation EESEHA B = — _
Capitalisation issue of shares B AL BITRR 0 (Mi5E28)

(note 28) 3,000 (3,000) - -
Issue of new shares pursuant to BRI E M ARSI

placing and public offer A% (D 1,000 94,000 = 95,000
Cost of issuing new shares pursuant 8 1% fid & & /2 B 3% & 2517

to placing and public offer AR 2 P AR = (6,597) = (6,597)
Dividend paid BRI S - - (25,200)  (25,200)
Changes in equity for the year FRERE S 4,000 84,403 15,103 103,506
As at 31 March 2016 RZE—XRF=A

=+—H 4,000 84,403 95,650 184,053

*

Represents the amount less than HK$1,000. - &P H,000/8 7T ©
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CONSOLIDATED STATEMENT OF CASH FLOWS

nv'ﬁ Iﬁ;ﬁulbi%

For the year ended 31 March 2016
BHE_Z—X"F=ZA=+—HULHFE

2016 2015
—E—REFE =—FHF
Note HK$’000 HK$’000
B 5T THET T
CASH FLOWS FROM OPERATING EETEMSHERE
ACTIVITIES
Profit before tax B %4 Ba ) 50,706 56,283
Adjustments for: AT HBEEL AR
Depreciation e 4,591 3,408
Finance costs BB A 2,050 1,812
Interest income A B WA (63) (146)
Loss on disposals of property, plant and — HEY % « #4E Z %
equipment Jzgi] 15 15
Derecognition of financial guarantees SRR AR IEFERR (61) (41)
Operating profit before working capital LEECEPRIKE R
changes 57,238 61,131
(Increase)/decrease in inventories BFEOEM) R (859) 1,252
Decrease/(increase) in trade and B 5 rEUR kT8 I e U AR
retention receivables B, () 21,962 (62,709)
Increase in amounts due from EWEFPE L TEFIEA
customers for contract work 20 (27,539) (41,593)
Increase in prepayments, deposits and TEBNFIE e REAM
other receivables F‘?f%l%ﬁﬁi hn (3,185) (1,322)
(Decrease)/increase in trade and B 5 JE < 5RIE K PR AR
retention payables %(iﬂ?)/i hn (33,794) 41,344
Decrease in amounts due to customers BRI EF &4 TIET
for contract work Ve (7,307) (13,431)
Increase in accruals and other payables %%EEH HufE =
TEIE AN 2,695 846
Cash generated from/(used in) operations #& & Fr18,(FTA )RS 9,211 (4,282)
Income taxes paid EIFEH (4,155) (6,065)
Interest paid BATHLE (1,350) (1,294)
Finance lease charges paid ENREHES (700) (518)
Net cash generated from/(used in) KESEENATES,(FTR)
operating activities R& 55 3,006 (12,159)
CASH FLOWS FROM INVESTING BEEDHRERERE
ACTIVITIES
Interest received BUF & 63 146
Purchases of property, plant and BEME -« M NEE
equipment 88 (5,453) (11,205)
Proceeds from disposals of property, plant HE Y3 - #e2 X &G
and equipment Fri5 378 14 11
Decrease/(increase) in pledged bank BERBBITFERL
deposits ($Ehn) 9,405 (15)
Net cash generated from/(used in) & EEE,(FE)
investing activities RE 5 4,029 (11,063)
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CONSOUDATED STATEMENT OF CASH FLOWS
GEHERER

For the year ended 31 March 2016
BHE_Z—X"F=ZA=+—HULHFE

2016 2015
—RE —E—hF
Noﬁge HK$’000 HK$10070
B aE FHET FHET
CASH FLOWS FROM FINANCING MEEFHMRERERE
ACTIVITIES
(Repayment to)/advanced from related (MEEE A RER),
companies NGIEE (11,622) 11,814
Repayment from ultimate holding S ASYEIR A Rl R K
company 23 -
(Repayment to)/advanced from directors  ([AEEER) EE2HK (4,487) 10,445
Bank borrowings raised BEERITIERK 355,366 218,644
Repayment of bank borrowings EERITER (334,843) (226,436)
Proceeds from issue of shares pursuant to RIEEIE KA Eﬁ?’*’%ﬁ‘ﬁ
placing and public offer M&AD Fr 15 3/ 18 95,000 -
Share issuance costs IR 10 TR AR (6,597) -
Repayment of finance lease payables BEERMERSEMNIE (6,734) (3,853)
Dividend paid EIRAAR S (25,200) -
Net cash generated from financing BEEBFSH S FE
activities 60,906 10,614
NET INCREASE/(DECREASE) IN CASH R&RRLESE MM~
AND CASH EQUIVALENTS (D )R 67,941 (12,608)
Cash and cash equivalents at beginning of F#HE & MIREEEY
year 3,267 15,875
Cash and cash equivalents at end of year FRIRE MRS EHEEY 71,208 3,267
ANALYSIS OF CASH AND CASH BeRB&FHEMS R
EQUIVALENTS
Bank and cash balances IRITRIA &R 21 71,208 5,936
Bank overdrafts RITEX 25 = (2,669)

71,208 3,267
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

n‘/_ﬁ

B BHRRMEE

For the year ended 31 March 2016
BHE_Z—X"F=ZA=+—HULHFE

General Information

The Company was incorporated in the Cayman Islands with
limited liability under the Companies Law of the Cayman
Islands. The address of its registered office is at P.O. Box
1350, Clifton House, 75 Fort Street, Grand Cayman, KY1-
1108, Cayman Islands. The address of its principal place of
business is 10/F, Liven House, 61 King Yip Street, Kwun Tong,
Kowloon, Hong Kong. The Company’s shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) since 18 March 2016 (the “Listing”).

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 32 to the
consolidated financial statements.

Group Reorganisation and Basis of Preparation

These consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”). HKFRSs comprise
Hong Kong Financial Reporting Standards (“HKFRS”); Hong
Kong Accounting Standards (“HKAS”); and Interpretations.
These consolidated financial statements also comply with
the applicable disclosure provisions of the Rules Governing
the Listing of Securities on the Stock Exchange and with
the disclosure requirements of the Hong Kong Companies
Ordinance (Cap. 622).

In the preparation for the Listing, the Group has undergone
group reorganisation (“Group Reorganisation”) and the main
steps of the Group Reorganisation are summarised below:

New Grace Gain was incorporated under the laws of BVI
with limited liability on 15 June 2015 with an authorised
share capital of HK$10,000 divided into 10,000 shares
with a par value of HK$1.00 each, of which (i) 40 shares
were allotted and issued at par credited as fully paid to
Mr. Yeung Sau Ming Boris; (ii) 30 shares were allotted and
issued at par credited as fully paid to Mr. Lau Tai Wah
Gilbert; and (iii) 30 shares were allotted and issued at par
credited as fully paid to Mr. Yue Suen Leung, on 15 June
2015.
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2. Group Reorganisation and Basis of Preparation 2. &E &4 RFEHEE(E)

(continued)

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability on
23 July 2015. It had an authorised share capital of
HK$50,000 divided into 5,000,000 Shares with a par
value of HK$0.01 each. On the date of incorporation, the
Company allotted and issued one subscriber share for
cash at par to the initial subscriber, an independent third
party and 9,999 shares were allotted and issued at par
credited as fully paid to New Grace Gain. On the same
day, such subscriber share was transferred to New Grace
Gain.

K. H. Development was incorporated under the laws of
British Virgin Islands with limited liability on 13 August
2015 with an authorised share capital of US$50,000
divided into 50,000 shares with a par value of US$1.00
each, of which 100 shares were allotted and issued at par
credited as fully paid to the Company on 13 August 2015.

K. H. Development (as purchaser), Grace Gain (as
vendor) and Mr. Yeung Sau Ming Boris, Mr. Lau Tai
Wah Gilbert and Mr. Yue Suen Leung (as warrantors)
(“Controlling Shareholders”) entered into a sale and
purchase agreement on 18 December 2015, pursuant to
which K. H. Development acquired from Grace Gain one
share in the capital of K. H. Holdings, representing 100%
share capital of K. H. Holdings, and the consideration of
which was fully settled by K. H. Development allotting and
issuing 100 shares in the capital of K. H. Development
credited as fully paid to our Company as directed
by Grace Gain. After completion of this step, K. H.
Holdings has become a wholly owned subsidiary of K. H.
Development.
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For the year ended 31 March 2016
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Group Reorganisation and Basis of Preparation
(continued)

Upon completion of the Group Reorganisation, the Company
became the holding company of the companies now
comprising the Group on 25 January 2016.

As the Group Reorganisation is undertaken to incorporate the
Company as a holding company, the Group is a continuation
of the existing group. Accordingly, for the purpose of this
report, the consolidated financial statements of the Group has
been prepared in accordance with the principles of merger
accounting.

The consolidated financial statements of the Group have
been prepared as if the Group had always been in existence
throughout both years presented, or since the respective dates
of incorporation or establishment of the Group companies,
rather than from the date when the Company became the
holding company pursuant to the Reorganisation.

Adoption of New and Revised Hong
Kong Financial Reporting Standards and
Requirements

In the current year, the Group has adopted all the new and
revised HKFRSs issued by the HKICPA that are relevant
to its operations and effective for its accounting year
beginning on 1 April 2015. The adoption of these new
and revised HKFRSs did not result in significant changes
to the Group’s accounting policies, presentation of the
Group’s consolidated financial statements and amounts
reported for the current and prior year.
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3. Adoption of New and Revised Hong
Kong Financial Reporting Standards and
Requirements (continued)

The Group has not early applied new and revised HKFRSs
that have been issued but are not yet effective.

HKFRS 9 Financial Instruments’

HKFRS 15 Revenue from Contracts with
Customers'

HKFRS 16 Lease®

Amendments to HKAS 1 Disclosure Initiative?

Amendments to HKAS 27 Equity Method in Separate Financial
Statements?

Amendments to HKFRSs Annual Improvements to HKFRSs

2012-2014 Cycle?

! Effective for annual periods beginning on or after 1 January 2018,
with earlier application permitted.

2 Effective for annual periods beginning on or after 1 January 2016,
with earlier application permitted.

8 Effective for annual periods beginning on or after 1 January 2019.
Earlier application is permitted for entities that apply HKFRS 15
“Revenue from Contracts with Customers” at or before the date of
initial application of HKFRS 16.

The directors anticipate that the new and revised HKFRSs
will be adopted in the consolidated financial statements
when they become effective. The Group is in the process
of assessing, where applicable, the potential effect of all
new and revised HKFRSs that will be effective in future
periods but is not yet in a position to state whether these
new and revised HKFRSs would have a material impact on
its results of operations and financial position except as
set out below.
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For the year ended 31 March 2016
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3. Adoption of New and Revised Hong 3. EM¥HET REEE]
Kong Financial Reporting Standards and F =Pl F (78
Requirements (continued)

HKFRS 15 “Revenue from contracts with customers”
deals with revenue recognition and establishes principles
for reporting useful information to users of financial
statements about the nature, amount, timing and
uncertainty of revenue and cash flows arising from an
entity’s contracts with customers. Revenue is recognised
when a customer obtains control of a good or service
and thus has the ability to direct the use and obtain
the benefits from the good or service. The standard
replaces HKAS 18 “Revenue” and HKAS 11 “Construction
contracts” and related interpretations. HKFRS 15
is effective for annual periods beginning on or after
1 January 2018 and earlier application is permitted. The
Group is assessing the impact of HKFRS 15.

The requirements of Part 9 “Accounts and Audit” of the
new Hong Kong Companies Ordinance (Cap. 622) came
into operation during the financial year. Although the
Company is not incorporated in Hong Kong, the Listing
Rules require the companies to comply with the new Hong
Kong Companies Ordinance (Cap. 622). As a result, there
are changes to presentation and disclosures of certain
information in the consolidated financial statements.
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3. Adoption of New and Revised Hong 3. ¥4 EET&@@@
e S

Kong Financial Reporting Standards and
Requirements (continued)

The Stock Exchange in April 2015 released revised
Appendix 16 of the Rules Governing the Listing of
Securities in relation to disclosure of financial information
in annual reports that are applicable for accounting
periods ending on or after 31 December 2015, with earlier
application permitted. The Company has adopted the
amendments resulting in changes to the presentation
and disclosures of certain information in the consolidated
financial statements.

Significant Accounting Policies

These consolidated financial statements have been prepared
under the historical cost convention.

The preparation of the financial statements in conformity
with HKFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are
significant to the Financial Information are disclosed in note 5.

The significant accounting policies applied in the preparation of
these consolidated financial statements are set out below.

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made
up to 31 March. Subsidiaries are entities over which the
Group has control. The Group controls an entity when
it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect
those returns through its power over the entity. The Group
has power over an entity when the Group has existing
rights that give it the current ability to direct the relevant
activities, i.e. activities that significantly affect the entity’s
returns.
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4. Significant Accounting Policies (continued) 4., BAEFTHBERE)

When assessing control, the Group considers its potential AL AEFEEEE

voting rights as well as potential voting rights held by
other parties. A potential voting right is considered only if
the holder has the practical ability to exercise that right.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.

Intragroup transactions, balances and unrealised profits
are eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies
of subsidiaries have been changed where necessary
to ensure consistency with the policies adopted by the
Group.

() Functional and presentation currency

Items included in the consolidated financial
statements of each of the Group’s entities are
measured using the currency of the primary
economic environment in which the entity operates
(the “functional currency”). The consolidated
financial statements are presented in Hong Kong
dollars (“HK$”), which is the Company’s functional
and presentation currency.

(i) Transactions and balances in each entity’s
financial statements
Transactions in foreign currencies are translated into
the functional currency on initial recognition using
the exchange rates prevailing on the transaction
dates. Monetary assets and liabilities in foreign
currencies are translated at the exchange rates at
the end of each reporting period. Gains and losses
resulting from this translation policy are recognised
in profit or loss.

Non-monetary items that are measured at fair
values in foreign currencies are translated using the
exchange rates at the dates when the fair values are
determined.
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4. Significant Accounting Policies (continued)

(ii) Transactions and balances in each entity’s
financial statements (continued)
When a gain or loss on a non-monetary item
is recognised in other comprehensive income,
any exchange component of that gain or loss is
recognised in other comprehensive income. When a
gain or loss on a non-monetary item is recognised in
profit or loss, any exchange component of that gain
or loss is recognised in profit or loss.

Property, plant and equipment, held for use in the
production or supply of goods or services, or for
administrative purposes, are stated in the consolidated
statement of financial position at cost, less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. All
other repairs and maintenance are recognised in profit or
loss during the period in which they are incurred.

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost less
their residual values over the estimated useful lives on
a straight-line basis. The principal annual rates are as
follows:

Furniture and equipment 20%
Plant and machinery 7% to 20%
Motor vehicles 30%

The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at the end of
each reporting period.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in profit or loss.
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4. Significant Accounting Policies (continued)

The Group as lessee

U

(i)

Operating leases

Leases that do not substantially transfer to the
Group all the risks and rewards of ownership of
assets are accounted for as operating leases. Lease
payments (net of any incentives received from the
lessor) are recognised as an expense on a straight-
line basis over the lease term.

Finance leases

Leases that substantially transfer to the Group
all the risks and rewards of ownership of assets
are accounted for as finance leases. At the
commencement of the lease term, a finance lease is
capitalised at the lower of the fair value of the leased
asset and the present value of the minimum lease
payments, each determined at the inception of the
lease.

The corresponding liability to the lessor is included
in the statement of financial position as finance
lease payable. Lease payments are apportioned
between the finance charge and the reduction
of the outstanding liability. The finance charge is
allocated to each period during the lease term so as
to produce a constant periodic rate of interest on the
remaining balance of the liability.

Assets under finance leases are depreciated the
same as owned assets.

The Group as lessor

Leases that do not substantially transfer to the lessees
all the risks and rewards of ownership of assets are
accounted for as operating leases. Rental income from
operating leases is recognised on a straight-line basis
over the term of the relevant lease.
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4. Significant Accounting Policies (continued) 4., BAEFTHBERE)

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the first-
in, first-out basis. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.

Contract revenue comprises the agreed contract amount
and appropriate amounts from variation orders, claims
and incentive payments. Variations in contract work,
claims and incentive payments are included in contract
revenue to the extent that they have been agreed with the
customer and are capable of being reliably measured. If
the variations have not agreed with customer, variations
will be recognised only to the extent of contract cost
incurred that it is probable will be recoverable.

Contract costs incurred comprise direct materials, the
costs of subcontracting, direct labour and an appropriate
proportion of variable and fixed construction overheads.

The Group uses the “percentage-of-completion method”
to determine the appropriate amount of revenue to
recognise in a given period. When the outcome of a
construction contract can be estimated reliably and it is
probable that the contract will be profitable, revenue from
a fixed price contract is recognised on the percentage-
of-completion method, measured by reference to the
proportion of costs incurred to date to the estimated total
costs of the relevant contracts. Revenue from a cost plus
construction contract is recognised on the percentage-of-
completion method, by reference to the recoverable costs
incurred during the period plus the related fee earned,
measured by the proportion of costs incurred to date to
the estimated total costs of the relevant contract.

When the outcome of a construction contract cannot
be estimated reliably, revenue is recognised only to the
extent of contract costs incurred that are probable to be
recoverable. When it is probable that total contract costs
will exceed total contract revenue, the expected loss is
recognised as an expense immediately.
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4. Significant Accounting Policies (continued)

Construction contracts in progress at the end of the
reporting period are recorded at the amount of costs
incurred plus recognised profits less recognised
losses and progress billings, and are presented in the
consolidated statement of financial position as “Gross
amounts due from customers for contract work”. When
progress billings exceed costs incurred plus recognised
profits less recognised losses, the surplus is recorded in
the consolidated statement of financial position as “Gross
amounts due to customers for contract work”. Progress
billings not yet paid by customers are included in the
consolidated statement of financial position under “Trade
and retention receivables”. Amounts received before the
related work is performed are included in the consolidated
statement of financial position under “Accruals and other
payables”.

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when the
Group becomes a party to the contractual provisions of
the instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers
nor retains substantially all the risks and rewards of
ownership of the assets but has not retained control on
the assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the
sum of the consideration received and the cumulative gain
or loss that had been recognised in other comprehensive
income is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B MR

For the year ended 31 March 2016
HE-_Z—R"FZA=1+T—HLFE

4. Significant Accounting Policies (continued) 4., BAEFTHBERE)

Financial assets are recognised and derecognised on a
trade date basis where the purchase or sale of a financial
asset is under a contract whose terms require delivery of
the financial assets within the timeframe established by
the market concerned, and are initially measured at fair
value, plus directly attributable transaction costs.

The Group classifies its financial assets as loans and
receivable. The classification depends on the purpose for
which the financial assets were acquired. Management
determines the classification of its financial assets at initial
recognition.

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. These assets are carried at amortised
cost using the effective interest method (except for short-
term receivables where interest is immaterial) minus any
reduction for impairment or uncollectibility. Typically
trade and other receivables, bank balances and cash are
classified in this category.

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. If collection of trade and other
receivables is expected in one year or less (or in the
normal operating cycle of the business if longer), they are
classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less allowance for
impairment.
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NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS

For the year ended 31 March 2016

HE-ZT
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4. Significant Accounting Policies (continued)

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents represent cash at
bank and on hand, demand deposits with banks and
other financial institutions, and short-term highly liquid
investments which are readily convertible into known
amounts of cash and subject to an insignificant risk of
change in value. Bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash
management are also included as a component of cash
and cash equivalents.

Financial liabilities and equity instruments are classified
according to the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument under HKFRSs.
An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. The accounting policies adopted for
specific financial liabilities and equity instruments are set
out below.

() Borrowings
Borrowings are recognised initially at fair value, net
of transaction costs incurred, and subsequently
measured at amortised cost using the effective
interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least twelve months
after the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R BB IRAR MR

For the year ended 31 March 2016
HE-_Z—R"FZA=1+T—HLFE

4. Significant Accounting Policies (continued)

(i)

(iii)

Trade and other payables

Trade and other payables are recognised initially
at their fair value and subsequently measured at
amortised cost using the effective interest method
unless the effect of discounting would be immaterial,
in which case they are stated at cost.

Equity instruments

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct
issue costs.

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is
probable that the economic benefits will flow to the Group
and the amount of revenue can be measured reliably.

U]

(i)

(iii)

Construction contract income

Revenue from construction contracts is recognised
based on the stage of completion of the contracts as
detailed in note 4(f) above.

Rental income
Rental income is recognised on a straight-line basis
over the lease term.

Interest income
Interest income is recognised on a time-proportion
basis using the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B MR

For the year ended 31 March 2016
HE-_Z—R"FZA=1+—HLFE

4. Significant Accounting Policies (continued)

U]

(i)

(iii)

Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as a
result of services rendered by employees up to the
end of the reporting period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by
the Group and employees are calculated as a
percentage of employees’ basic salaries. The
retirement benefit scheme cost charged to profit or
loss represents contributions payable by the Group
to the funds.

Termination benefits

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw
the offer of those benefits and when the Group
recognises restructuring costs and involves the
payment of termination benefits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR AR RE

For the year ended 31 March 2016
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4. Significant Accounting Policies (continued)

The Company operates a share option scheme and
issues equity-settled share-based payments to eligible
employees (including directors). Equity-settled share-
based payments are measured at the fair value (excluding
the effect of non-market based vesting conditions) of the
equity instruments at the date of grant. The fair value
determined at the grant date of the equity-settled share-
based payments is expensed on a straight-line basis over
the vesting period, based on the Group’s estimate of
shares that will eventually vest and adjusted for the effect
of non-market based vesting conditions.

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which
are assets that necessarily take a substantial period
of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets, until
such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on
that asset. The capitalisation rate is the weighted average
of the borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other than
borrowings made specifically for the purpose of obtaining
a qualifying asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2016
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4. Significant Accounting Policies (continued)

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit recognised in
profit or loss because of items of income or expense
that are taxable or deductible in other years and items
that are never taxable or deductible. The Group’s liability
for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding
tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all
taxable temporary differences and deferred tax assets
are recognised to the extent that it is probable that
taxable profits will be available against which deductible
temporary differences, unused tax losses or unused tax
credits can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.
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For the year ended 31 March 2016
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4. Significant Accounting Policies (continued)

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised, based on tax rates that
have been enacted or substantively enacted by the end
of the reporting period. Deferred tax is recognised in
profit or loss, except when it relates to items recognised
in other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other
comprehensive income or directly in equity.

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and
the Group intends to settle its current tax assets and
liabilities on a net basis.

The carrying amounts of non-financial assets are reviewed
at each reporting date for indications of impairment
and where an asset is impaired, it is written down as an
expense through the consolidated statement of profit
or loss to its estimated recoverable amount unless the
relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation
decrease. The recoverable amount is determined for an
individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other
assets or groups of assets. If this is the case, recoverable
amount is determined for the cash-generating unit to
which the asset belongs. Recoverable amount is the
higher of value in use and the fair value less costs of
disposal of the individual asset or the cash-generating
unit.
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4. Significant Accounting Policies (continued)

Value in use is the present value of the estimated future
cash flows of the asset/cash-generating unit. Present
values are computed using pre-tax discount rates that
reflect the time value of money and the risks specific to
the asset/cash-generating unit whose impairment is being
measured.

Impairment losses for cash-generating units are allocated
first against the goodwill of the unit and then pro rata
amongst the other assets of the cash-generating unit.
Subsequent increases in the recoverable amount caused
by changes in estimates are credited to profit or loss to
the extent that they reverse the impairment unless the
relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a
revaluation increase.

At the end of each reporting period, the Group assesses
whether its financial assets are impaired, based on
objective evidence that, as a result of one or more events
that occurred after the initial recognition, the estimated
future cash flows of the (group of) financial asset(s) have
been affected.

For trade receivables that are assessed not to be impaired
individually, the Group assesses them collectively for
impairment, based on the Group’s past experience of
collecting payments, an increase in the delayed payments
in the portfolio, observable changes in economic
conditions that correlate with default on receivables, etc.

Only for trade receivables, the carrying amount is reduced
through the use of an allowance account and subsequent
recoveries of amounts previously written off are credited
against the allowance account. Changes in the carrying
amount of the allowance account are recognised in profit
or loss.
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4. Significant Accounting Policies (continued) 4., BAEFTHBERE)

For all other financial assets, the carrying amount is
directly reduced by the impairment loss.

For financial assets measured at amortised cost, if the
amount of the impairment loss decreases in a subsequent
period and the decrease can be related objectively to an
event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed (either
directly or by adjusting the allowance account for trade
receivables) through profit or loss. However, the reversal
must not result in a carrying amount that exceeds what
the amortised cost of the financial asset would have been
had the impairment not been recognised at the date the
impairment is reversed.

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the
expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more future events are also disclosed as contingent
liabilities unless the probability of outflow is remote.
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4.

Significant Accounting Policies (continued)

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the consolidated financial statement.
Events after the reporting period that are not adjusting
events are disclosed in the notes to the consolidated
financial statements when material.

Dividends are recognised as liabilities when they are
declared (i.e. the dividends are appropriately authorised
and no longer at the discretion of the equity). Typically,
dividends are recognised as liabilities in the period in
which their distribution is approved at the shareholders’
annual general meeting. Interim dividends are recognised
when paid.

Critical Judgements and Key Estimates

In the process of applying the accounting policies, the directors
have made judgements relating to revenue recognition of
construction contracts that have the most significant effect
on the amounts recognised in the consolidated financial
statements relating to accounting for variation orders of
construction contracts.

The Group makes claims for additional work performed, which
may arise either under specific circumstances provided for
under the contracts, or due to variations made to the contract
specifications by customers. Where the amounts of such claims
have not been formally agreed at the end of the reporting
period, the amount recoverable as estimated by management
is included in the contract value in determining the estimated
recoverable amount.
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5. Critical Judgements and Key Estimates 5.
(continued)

The key assumptions concerning the future, and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are discussed below.

(@) Revenue and profit recognition of construction
contracts
As disclosed in note 4(f) to the consolidated financial
statements, revenue recognition on a construction
contract is dependent on management’s estimation
of the total outcome of the construction contracts,
as well as the work done to date. The management
reviews and revises the estimates of contract revenue,
contract costs, variation orders and provision for claims,
prepared for each construction contract as the contract
progresses. Budgeted construction costs are prepared
by the management on the basis of quotations provided
by contractors, suppliers or vendors involved and the
experience of the management. In order to keep the
budgets accurate and up-to-date, the management
conducts periodic reviews on the budgets by comparing
the budgeted amounts to the actual amounts incurred.
When the final cost incurred by the Group is different
from the amounts initially budgeted, such differences
will impact revenue and the profit or loss recognised on
the contracts. The provision for claims is determined
on the basis of the delay in the number of workdays
of the completion of the construction works which is
highly subjective and is subject to negotiation with the
customers. Management conducts periodic review of the
provision amount.

Significant judgment is required in estimating the contract
revenue, contract costs, variation works and provision
for claims which have an impact on the percentage of
completion of contracts and profit or loss recognised.
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5. Critical Judgements and Key Estimates
(continued)

(b)

(c)

Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual
values and related depreciation charges for the Group’s
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives
and residual values of property, plant and equipment of
similar nature and functions. The Group will revise the
depreciation charge where useful lives and residual values
are different to those previously estimated, or it will write-
off or write-down technically obsolete or non-strategic
assets that have been abandoned or sold.

The carrying amount of property, plant and equipment
as at 31 March 2016 was HK$46,406,000 (2015:
HK$39,925,000).

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of
the trade and other receivables and gross amounts due
from customers for contract work, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts
requires the use of judgement and estimates. Where the
actual result is different from the original estimate, such
difference will impact the carrying value of the trade and
other receivables, gross amounts due from customers for
contract work and doubtful debt expenses in the year in
which such estimate has been changed.

As at 31 March 2016 and 2015, no impairment loss for
bad and doubtful debts was made.

5.
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5. Critical Judgements and Key Estimates
(continued)

(d)

(e)

Income taxes

Significant estimates are required in determining the
provision for income taxes. There are many transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the
period in which such determination is made. During the
year, HK$10,403,000 (2015: HK$9,702,000) of income
tax was charged to profit or loss based on the estimated
profit.

Provision for claims on construction work

As disclosed in the note 34(b) to the consolidated
financial statements, the Group had disputes with a
subcontractor for certain construction works. The Group
has assessed the maximum liability on the claims would
be approximately HK$7,734,000.

When accounting for provision for claims on construction
work and other items, the Group has taken internal and
external advice in considering known claims and actions
made by or against the Group. It carefully assesses the
likelihood of success of a claim or action. Appropriate
provisions are made for claims or actions against the
Group on the basis of likely outcome, but no provisions
are made for those which in the view of management are
unlikely to succeed. In making its judgements, the Group
assessed the Group’s liability and obligations under the
terms of subcontracting agreement, supporting evidence
of work done and the basis of charge of related works.
Provision on possible obligations, if appropriate, are made
based on management’s best estimates and judgements.

As at 31 March 2016 and 2015, no provision for claims
was made.

5.
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6. Financial Risk Management 0.

The Group’s activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest
rate risk. The Group’s overall risk management programme
focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s financial
performance.

The Group has minimal exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in the functional
currencies of the Group entities, Hong Kong dollars. The
Group currently does not have a foreign currency hedging
policy in respect of foreign currency transactions, assets
and liabilities. The Group monitors its foreign currency
exposure closely and will consider hedging significant
foreign currency exposure should the need arise.

The Group’s credit risk is primarily attributable to its
pledged bank deposits, bank and cash balances, trade
and retention receivables and other receivables. In
order to minimise credit risk, the directors review the
recoverable amount of each individual trade debt regularly
to ensure that adequate impairment losses are recognised
for irrecoverable debts. In this regard, the directors
consider that the Group’s credit risk is significantly
reduced.

The Group has policies in place to ensure that sales are
made to customers with an appropriate credit history.
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6.

BT

RNEZR=+—HIFE

Financial Risk Management (continued)

As at 31 March 2016, there were 3 customers (2015: 2
customers) which individually contributed over 10% of the
Group’s trade and retention receivables. The aggregate
amounts of trade and retention receivables from these
customers amounted to 74% (2015: 68%) of the Group’s
total trade and retention receivables as at 31 March 2016.

The credit risk on pledged bank deposits and bank and
cash balances is limited because the counterparties are
banks with high credit ratings assigned by international
credit rating agencies.

The Group’s policy is to regularly monitor current
and expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its liquidity
requirements in the short and longer term.

The following tables show the remaining contractual
maturities at the end of each reporting period of the
Group’s liabilities, based on undiscounted cash flows
(including interest payments computed using contractual
rates or, if floating, based on rates current at the end of
the reporting period) and the earliest date the Group can
be required to pay.

Specifically, for bank borrowings and finance lease
payables which contain a repayment on demand clause
which can be exercised at the bank’s sole discretion, the
analysis shows the cash outflow based on the earliest
period in which the entity can be required to pay, that is
if the lenders were to invoke their unconditional rights to
call the loans with immediate effect. The maturity analysis
for other finance lease payables is prepared based on the
scheduled repayment dates.

6.
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6. Financial Risk Management (continued) 6. FEEREIE(E)
The maturity analysis of the Group’s financial liabilities NEBLHEE Ez #4) R BLIR IR
based on contractual undiscounted cash flows is as EREMINEBERSFTHT -
follows:
On Within Between Between
demand 1year 1to2years 2to5years Total
BREX 15/ 1E26 2F55% ot

HK$°000 HK$°000 HK$°000 HK$’000 HK$°000
T THET TET TERT TET

At 31 March 2016 AZB—-R
=ZR=t+-H

Financial liabilities subject ERRBEERRE
to a repayment on demand BRHENAR

clause
Bank borrowings RITER 56,618 - - = 56,618
Finance lease payables BEHEENIIE 17,316 = = = 17,316

Financial liabilities not subject BAZBRMRER
to a repayment on demand REGRHSH

clause RfE
Trade and retention payables BHRNTIER
JERRE® - 45,624 9,119 - 54,743
Accruals and other payables [EFTERAREM
B R - 9,263 - - 9,263

Finance lease payables REREEMNTE - 142 142 153 437
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6. Financial Risk Management (continued) 6. HERERER(E)
On Within Between Between
demand 1year 1to2years 2105 years Total
REX 1R 1226 2E5F st

HK$'000  HK$'000  HK$'000  HK$O000  HK$'000
TR TR THET TER TR

At 31 March 2015 N_E—LF
ZA=t+-H

Financial liabilities subject ERRBEERRE
to a repayment on demand BRHENAR

clause
Bank borrowings BITEX 38,764 = = = 38,764
Finance lease payables BEHEREM

A 18,286 = = = 18,286

Financial liabilities not subject BAZBRRER
to a repayment on demand REGRHSH

clause RfE

Trade and retention payables B o RNTENRE

HRES - 80,872 7,665 - 88,537
Accruals and other payables [EFTERREME

3E - 3,269 - - 3,269
Financial guarantee liabilities WBEREE 10,666 - = = 10,666
Finance lease payables REREEMS

A - 142 142 246 530
Due to directors ERNEERE 4,487 = = = 4,487
Due to related companies [ R 1 B

B0 11,622 = = = 11,622
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6. Financial Risk Management (continued) 6. HERERER(E)

The table that follows summarises the maturity analysis
of bank borrowings and finance lease payables with a
repayment on demand clause based on agreed scheduled
repayments set out in the loan agreements. The amounts
include interest payments computed using contractual
rates. As a result, these amounts are greater than the
amounts disclosed in the “on demand” time band in the
maturity analysis above. Taking into account the Group’s
financial position, the directors do not consider that it
is probable that the bank will exercise its discretion to
demand immediate repayment. The directors believe that
such bank borrowings and finance lease payables will be
repaid in accordance with the scheduled repayment dates
set out in the loan agreements.

TREAERERBEERT K
HEBEEERBHHARENX
BEGINBITERILRBRERE
FEN RIBAEL B BIEE R AT -
BHERERERAEAOMNEFE
A BNR - Bt - BERIER
R EXFRENBIRIERDHTA [12
Z K R EEE T AT TR FIA
R RAEENMBARARE - B
ERBIRITTIRAEITEERG
RERNEER EFHE A
BRITER LB ERE RN RIA
RiIZRERGZMENBEEEER
HEMEST -

Within Between Between
1year 1to2years 2to5years Total
1R 1225 2F5F 5t
HK$’000 HK$’000 HK$’000 HK$'000
T THL FET TEx
At 31 March 2016 RIB-RE
=R=+—H
Bank borrowings RITER 56,820 - - 56,820
Finance lease payables B EEN IR 8,081 6,533 3,463 18,077
At 31 March 2015 A_E-HEF
=R=1+—H
Bank borrowings BITER 36,472 1,122 1,403 38,997

Finance lease payables MERERENTIE 6,509 6,485 6,369 19,363
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E-2-FZA=t-ALFE

Financial Risk Management (continued) 6. HERERER(E)
As at 31 March 2016, the Group’s finance lease payables RZE—XR"FE=ZA=+—H " ' =&
of HK$414,000 (2015: HK$530,000) bear interests at SEZEEMEAENRERE
fixed interest rate and therefore are subject to fair value B FRTE B 4140008 L (=&

interest rate risk.

— A% : 530,000 7T) - AmmE
SR EFERR

The Group's exposure to cash flow interest rate risk AREBMBERBIBITER * 555
arises from its bank deposits, trust receipt loans, bank WEER - - RB17EX - B1TE
overdrafts, bank loans, factoring loans and the remaining T REEFMBTHREHERE
finance lease payables and therefore bear interests at NRENHHRE S RENEERE
variable rates varied with the then prevailing market MmESRNT IR ZE TR S -
condition.

At 31 March 2016 and 2015, if interest rates at that date RZBE-—RERZZE-—HF=A
had been 50 basis points lower or higher with all other =+—H BEAEHMTEZERE
variables held constant, there is no significant change to EHETE  MZ BRI

the profit after tax for the year.

L FIB0BES « %4 [ HORR B o
ER TR B EEALS -

2016 2015
—Z—RE —E—hF
HK$’000 HK$’000
T#ET FET
Financial assets: SMEE :
Loans and receivables (including cash BEREkENRZE (821
and cash equivalents) ReRIBEEED) 185,200 147,525
Financial liabilities: eMAR:
Financial liabilities at amortised cost R AT R € Bl
=K 138,354 165,495
Financial guarantees B IS PE IR = 61

138,354 165,556
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6. Financial Risk Management (continued) 6. HBEREIE(E)
The carrying amounts of the Group’s financial assets rEEMEERS BB BEN S
and financial liabilities as reflected in the consolidated BRI R BRI EEA
statement of financial position approximate their ZEMAFEREE -

respective fair values.

7. Revenue 7. Uk
An analysis of the Group’s revenue is as follows: AEBRZEHTHT

2016 2015
—ZT—RE —E—RHEF
HK$’000 HK$’000
THT FHET
Construction contract income EESHKA 492,649 357,313

8. Other Income 8. HMUA
2016 2015
—E—REFE —T—HF
HK$’000 HK$'000
FTHT FHET
Interest income FLEMA 63 146
Rental income on machinery and warehouse ##§ & & & S WA 1,534 48
Sales of scrapped materials SHERER 1,267 378
Others Htt 668 177

3,532 749
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Segment Information

Operating segments are identified on the basis of internal
reports about components of the Group that are regularly
reviewed by the chief operating decision maker in order
to allocate resources to the segment and to assess its
performance.

As the Group is principally engaged in the provision of
foundation services in Hong Kong, which are subject to similar
business risks, and resources are allocated based on what is
beneficial to the Group in enhancing the value of the Group as
a whole, the Group’s chief operating decision maker considers
the performance assessment of the Group should be based
on the profit before tax of the Group as a whole. Therefore,
management considers there to be only one operating segment
under the requirements of Hong Kong Financial Reporting
Standard 8 “Operating Segments”.

All non-current assets and Group’s revenue from external
customers during the years ended 31 March 2016 and 2015 are
located in Hong Kong.

The Group’s customer base for whom transactions have
exceeded 10% of its revenue during the years ended 31 March
2016 and 2015 is set out as below:

%)

R

BE#

AEBRTIBRERARETHEHAE
BARBANABREETHLEED
2B Ao ER&FFHEERR

AR AKEEEREENFRIBER
% ERBEUEKRERE - BERERY
RAANEEERBEEENNFREADE -
AEBTIBRERRERRAEENR
B E RN AR B R IR B E U (F
he Bt ERERR  REZEVH
HELERNESH EENEINRTE - &
RE—(EEEDHE -

REEZZ—R"FER-_ZT—R1F=A
=t+—HIEFE  FTEERBEERAK
EERAINBREEHWEHMRES °

REEZZ—R"FER-_ZT—R1F=A
=t+—HILFE HEBEBRALNEE
10%WERSGNFFRSHNOT ¢

2016 2015
—E—RE —_ET—hEF
HK$’000 HK$’000
THET T

Construction business segment BREHST
Customer 1 ZEA1 276,725 -
Customer 2 2FE2 121,886 191,896
Customer 3 =253 - 38,817
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10. Finance Costs 10. BERKA

2016 2015

—E—REF —T-hF

HK$’000 HK$’000

T#ET FHET

Finance lease charges MEMRES 700 518
Interest on bank borrowings IRITERAF S 1,350 1,294
2,050 1,812

Less: Amount attributable to contract work g : EEETIZEG S5 (1,055) (1,084)
995 778

11. Income Tax Expense 1. FEHRAX

2016 2015

—RE —ET-RF

HK$’000 HK$'000

THET FHET

Current tax — Hong Kong Profits Tax BVEARR I8 — BB S

Provision for the year FAEE 8,798 8,115
Deferred tax (note 27) BIER A (P27 ) 1,605 1,587
10,403 9,702

Hong Kong Profits Tax has been provided at a rate of 16.5% ERNEHTIE165%(ZF—RF :
(2015: 16.5%) on the estimated assessable profit for the year 16.5% )M EREE T —"F=A
ended 31 March 2016. =+ —BIEFENGERRTOGE N

B -
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11. Income Tax Expense (continued) BhFA< (&)
The reconciliation between the income tax expense and the mﬁﬂgzgﬁi[ﬁ,ﬁﬁﬁu i A SR A BB TS
product of profit before tax multiplied by the Hong Kong Profits TR%R TS RFEME BRI -

Tax rate is as follows:

2016 2015

—E—REF —E—hF

HK$’000 HK$’000

FHET FHET

Profit before tax B 551 AT 4 ) 50,706 56,283
Tax at the domestic income tax rate of 1#16.5% Ky At BT 1S B B 3

16.5% SEHFIA 8,366 9,287

Tax effect of income that is not taxable BARTMA BT ?/ = (10) (17)

Tax effect of expenses that are not A HEA TR G E

deductible 1,605 3
Tax effect of temporary differences not AERER ARG E

recognised 299 27

Tax effect of tax losses not recognised RIERRIBEENH ST E 163 422

Tax reduction W (20) (20)

Income tax expense FTiS i = 10,403 9,702
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12. Profit for the Year 12. F W& F
The Group’s profit for the year is stated after charging/ REBERRENE B (GTA) TH&
(crediting) the following: I8 -
2016 2015
—E—REF —E—RF
Note HK$’000 HK$’000
B 5E FTHET TET
Auditor’s remuneration % BB 357 B 1,150 100
Costs of construction materials BEMBAR (a) 137,700 87,985
Depreciation e (o) 4,591 3,408
Listing expenses FmX 8,736 2,565
Loss on disposals of property, plant HEYE  WELEE
and equipment mE1E () 15 15
Operating lease charges LEHERT (d)
— Hire of plant and equipment — MRS R ERE 8,746 3,644
- Land and buildings — Tt REF 1,863 1,908
10,609 ORS52,
Derecognition of financial guarantees  BA &R IETER (61) (41)
Note: BiEE -
(a) The amounts included in cost of sales. (a) ZEFEEFT ABEKA
(b) The amounts included in cost of sales for the years ended 31 March 2016 (b) ZeBEFABE-ZT—R"EER= A—ﬁ
and 2015 amounted to HK$4,304,000 and HK$3,205,000 respectively. FZA=+—"BULFENHEEKR -

/34,304,0007% 7T % 3,205,000/ 7T

(©) The amounts included in cost of sales for the years ended 31 March 2016 (c) ZEHOFABE-E—R"ER=-F—F
and 2015 amounted to HK$3,000 and HK$9,000 respectively. FZA=+T—HILEFENHEKE 55l
/53,0007 7T 59,000/ 7T ©

(d) The amounts included in cost of sales for the years ended 31 March 2016 (d) ZeBEOABE T —R"ER=_F—
and 2015 amounted to HK$8,746,000 and HK$3,713,000 respectively. FZA=+—RIEFENHEKRAE » 55l
748,746,000/ 7T 3,713,000 7T ©
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13. Employee Benefits Expense

13. BRE®AMFAX

2016 2015
—E—R¥E —ET—0F
Note HK$’000 HK$’000
B 5T FTHET TET
Employee benefits expense EERINAZ(BIEES
(including directors’ emoluments): ) -
Salaries, bonuses and allowances e o~ TEAL KORRL 44,771 26,105
Retirement benefits scheme RIRAEFIGT B 3K
contributions (@) 1,488 863
(b) 46,259 26,968
Note: BisE
(a) Retirement benefits scheme contributions: (a) RORAEFIFT B
The Group operates a mandatory provident fund scheme (the “MPF REBRBRE BB GBS EEOI 5
Scheme”) under the Hong Kong Mandatory Provident Fund Schemes FEEEGEREERARFIIERESE
Ordinance for all qualifying employees in Hong Kong. The Group’s (M8t E )RR - AEBMBES
contributions to the MPF Scheme are calculated at 5% of the salaries and EEHEMEHREREEHF SR TERS%T
wages subject to a monthly maximum amount of HK$1,500 per employee o HEEEEENEAKSHNER1,500
(HK$1,250 for the period from 1 June 2012 to 31 May 2014) and vest fully BT(ZE——F~A—HE=-ZT—NFH
with employees when contributed into the MPF Scheme. A=+—HBH8HEA1,25087) ' MR BIE
SRt BTG - ERABEBEERE -
(b) The amounts included in cost of sales for the years ended 31 March 2016 (b) ZEeBEEFABE_ZT—R"FR=F -0

and 2015 amounted to HK$37,132,000 and HK$20,511,000 respectively.

FZAZT—ALEFENEERE - D5
#37,132,000/& 7T % 20,511,000/ 7T ©
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13. Employee Benefits Expense (continued) 13. EERHMHAZ (&)
Note: (continued) MizE (&)
(© Five highest paid individuals: (©) R sE=mFMAL :
The five highest paid individuals in the Group during the year included 1 FANAMNERFMATRRFE1R(ZS
(2015: 1) director whose emolument is reflected in the analysis presented —REF1R)EF - A B RMEMT
in note 14. The emoluments of the remaining 4 (2015: 4) individuals are set 14D A c B R4B(ZZT—HF : 48)
out below: ATHBeESINT

2016 2015

ZE—RE —T—hHF

HK$’000 HK$’000

THET FAT

Basic salaries, bonuses and allowances BEAXEE - A RER 5,524 4,157

Retirement benefits scheme contributions RURE R T &I 3R 72 71

5,596 4,228

The emoluments fell within the following bands: BRTIHBENME

2016 2015

ZE-RE —T—hF

number of person number of person

Band of emoluments (HK$) &R GET) AB A

HK$500,001 to HK$1,000,000 500,001 7c2 1,000,000 7T - 1

HK$1,000,001 to HK$1,500,000 1,000,001 7c 21,500,000/ 7T 2 3

HK$1,500,001 to HK$2,000,000 1,500,001 77T 22,000,000/ 7T 2 —
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14. Benefits and Interests of Directors 14, EFRMN RERE
The emoluments of every director is set out below: SZEENMEEIOT

Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
HEEER(TRELTEEAMBLARE ) BARBEERKZHE

Estimated  Retirement

Performance  money value henefit
related of other scheme

Fees Salaries bonuses benefits  contributions Total
R@flz  EHETE

ik g RO fteHAE & #it

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR

(note i
(K
Executive directors (note i): BTEE ()
Mr. Yu Shiu Tin, Paul ARARE(LE)
(Chairman) - 1,287 200 - - 1,437
Mr. Yeung Sau Ming, Boris BAREL - ™ 200 - 13 954
Ms. Chan Lai Kuen REfLL - 282 150 - 11 443
Independent non-executive BUFHTES (M)
directors (note ii):
Mr. Chan Kee Huen, Michael Rl e 6 o - - - 6
Mr. Cheng Yan Kee HRELE 6 - - - - 6
Mr. Cheung Chi Fal, Frank FHELE 6 - - - - 6
Professor Chung Hung Kiwan, ERHHE
Barnabas 6 - - - - 6
Total for 2016 2 EGE 24 2,260 550 - 24 2,858
Certain comparative information of directors’ emoluments RIRRIE A R REH (E32F)
for the year ended 31 March 2015 disclosed in BEEHE—_T—HFE=A=+—H
accordance with the predecessor Hong Kong Companies IFEEEEMemE THRER
Ordinance (Cap. 32) have been restated in order to BEEY - LNETHEBRAIK
comply with the scope and requirements of the new Hong Bl (2E622F ) K EE R TE °

Kong Companies Ordinance (Cap. 622).



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B MR

For the year ended 31 March 2016

B

BT

NEZR=+—HIFE

14. Benefits and Interests of Directors (continued)

14, EFBH NMER
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(&)

Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
RIREZ(MRARALEMBLARE) L BARKE 1R EL e

Estimated Retirement
Performance  money value benefit
related of other scheme
Fees Salaries bonuses benefits  contributions Total
ARl RUEAHE
ik ge KRR HEREE 3 &t
HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T Thn Thn Thnr Thn
(note il
(HzEii)
Directors: EE:
Mr. Yu Shiu Tin, Paul REXEA - 920 - - il 931
Mr. Yeung Sau Ming, Boris BRRSL - 91 - - 10 101
Ms. Chan Lai Kuen BERILT - 6 = = = 6
Total for 2015 “S-RFMG - 1,017 - - 21 1,038
Note: BEE -

(i) Appointed on 23 July 2015.

(i) Appointed on 19 February 2016.

)

Estimated money values of other benefits include cash allowances.

No share options or any other forms of share-based
payments were granted to the directors during the year
(2015: Nil).

There was no arrangement under which a director waived
or agreed to waive any remuneration during the year
(2015: Nil).

No significant transactions, arrangements and contracts
in relation to the Group’s business to which the Company
was a party and in which a director of the Company and
the director’s connected party had a material interest,
whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

R-ZZE—HAF+tA-+=BHEZ
F -
(ii) RZB—XRFE-_A+NLBAEHE -

HppRfl it eHEBERERS
2RAL

(ii)

FR WERZEERHERESK
TREMGEANBRBHR(ZE
—RF |,

FAR-UBREETWEXFRBRE
ERHFMOZH(ZF—HF
&) -

ARBRERAEEEBT L
MARBEEREENEETE
ERHAENETHAE AL
RERIFAEMREREDEFED
BEXRS - BHRAEH -
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15. Dividends 15. & &
2016 2015
—RE —T—hfF
HK$°000 HK$’000
THET FHET
Special dividend paid ERA AR B 25,200 -

During the year ended 31 March 2016, the Group declared
and paid special dividend of HK$25,200,000 to its then
shareholder.

The Board does not recommend the payment of final dividend
to shareholders for the year ended 31 March 2016.

16. Earnings Per Share

The calculation of the basic earnings per share is based
on the following:

RBE-_ZE—XNXF=ZA=+—HLHF
g AN%IW,\EEHﬁ‘JHx%*&&&H
1 RIIR% B.25,200,000# 7T °

EEETEFABRRRNEE_T—X
FZA=+T—RHIFEHRBRE -

16. BRZE T

FRERRN LA TG

2016 2015
—E—RE —E—hF
HK$°000 HK$’000
THT FHTT
Earnings B
Earnings for the purpose of calculating STEERERENZ BF
basic earnings per share 40,303 46,581
2016 2015
—E—REFE —ZE—hHF
’000 ‘000
T TR
Number of shares B8 H
Weighted average number of ordinary SAESRERENZ
shares for the purpose of calculating TR ANAE 15 B
basic earnings per share (note) (Be3E) 304,098 300,000

Note: In determining the number of shares in issue, the total of
300,000,000 shares issued (10,000 shares issued on the
incorporation of the Company and 299,990,000 shares issued on
capitalisation issue (note 28) were deemed to have been in issue
since 1 April 2014.

No diluted earnings per share are presented as the
Company did not have any dilutive potential ordinary shares
during the two years ended 31 March 2016 and 2015.

Mzt REBETEEEITRHMEER B
T-—HFEFMNA—BUKX &
300,000,000 A& A% 7 ( A A R A] 5%
i A 32 B B % 47 10,000 A% A% 13 K
RE KRBT (M E28) BF B 31T
299,990,000 B& 15 ) AR A E BE1T ©

tt\\

N
A

EEE/Q\ZJX AREE T —RER

—AF=A=1+—HI-ME
EﬁIﬁTE1T/aE?§E7§% BT
W EZ 5| G REEAF -
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17. Property, Plant and Equipment 17. M5~ a8 MR
Furniture and Plant and Motor
equipment machinery vehicles Total
RARRKE HERE RE @t
HK$'000 HK$'000 HK$'000 HK$'000
AL TAT TAT TAT
Cost [57%.3
As at 1 April 2014 R-E—NFNA—H 631 18,278 385 19,294
Additions NE 306 28,783 688 29,777
Disposals/write off HE /i (65) = (19 (84)
As at 31 March 2015 and RZE-RF=A=1t-HR
1 April 2015 “E-RENA—H 872 47,061 1,054 48,987
Additions NE 357 10,690 54 11,101
Disposals/write off & /HisA (298) (392) (238) (928)
As at 31 March 2016 RZE—RF=F=1t—H 931 57,359 870 59,160
Accumulated depreciation ZiE
As at 1 April 2014 RZZE-MEM”A—H 364 5,176 172 5,712
Charge for the year ERTH 139 3,054 215 3,408
Disposals/write off HE /i (45) - (13) (58)
As at 31 March 2015 and RZE-RE=A=+—-HR
1 April 2015 —E-RFNA—H 458 8,230 374 9,062
Charge for the year FAYM 161 4,170 260 4,591
Disposals/write off & /Hish (298) (390) (211) (899)
As at 31 March 2016 RZE—"F=A=1t—H 321 12,010 423 12,754
Carrying amount IREE
As at 31 March 2016 R=ZE—~F=ZA=+—H 610 45,349 447 46,406
As at 31 March 2015 RZE-RF=FR=1t—H 414 38,831 680 39,925

At 31 March 2016, the carrying amount of property, plant and
equipment held by the Group under finance leases amounted to
HK$31,049,000 (2015: HK$26,341,000).

R-ZZE—XRE=ZA=1+—8  &AEEBIA
BERSFENYE BB RRENE
{8 431,049,000 L (=& — R F :
26,341,000/ 7T) °
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18. Inventories 18. ¥ &
2016 2015
S A
HK$°000 HK$’000
F&T TFET
Construction materials BEME 1,228 369
19. Trade and Retention Receivables 9. B WA K EIWRE 2
2016 2015
—E—-REF —E-RF
Note HK$’000 HK$’000
B 5E FET FET
Trade receivables =) AE e (a) 49,484 78,823
Retention receivables FE YR [E & (b) 44,100 36,723
93,584 115,546
Note: B aE
(a) The Group’s trade receivables represent progress billings receivables from (a) NEE K E 5 MWK EBAE P ER

contract customers. The general credit terms of trade receivables were
within 14 days to 45 days. Application for progress payment of contract
works is made on a regular basis. The Group seeks to maintain strict
control over its outstanding receivables. Overdue balances are reviewed

regularly by directors.

The ageing analysis of trade receivables, based on the progress payment,

EER - BHEKT

Emﬁﬁ%L%ﬁm

ii45%ﬂﬂ BHTIRERENRIDEH S
o ANER B 5 R UK (o] e R IR M i B
ﬁ*#" - BETFHRATMAPEL o

MT?—%M&EFH RAREENE 5 UK

is as follows: DT
2016 2015
—EB-RE —FT—hF
HK$’000 HK$’000
FET FAT
0 to 30 days 0&30H 29,733 65,480
31 to 60 days 31HZ=60H 14,020 18,343
Over 60 days 60B A 5,731 -
49,484 78,823
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19. Trade and Retention Receivables (continued)

Note: (continued)

(@)

(continued)

As part of its normal business, the Group entered into a trade receivable
factoring arrangement and transferred certain trade receivables to a
bank. If the trade receivables are not paid at maturity, the bank has the
right to request the Group to pay the unsettled balance. As the Group
has not transferred the significant risks and rewards relating to these
trade receivables, it continues to recognise the full carrying amount
of the receivables. Cash received from the bank are recognised as
factoring loans and are disclosed in note 25 to the consolidated financial
statements.

As at 31 March 2016, the carrying amount of the trade receivables that
have been transferred but have not been derecognised amounted to
HK$23,930,000 (2015: HK$21,046,000). The carrying amount of the
factoring loans financed as at 31 March 2016 is HK$26,730,000 (2015:
HK$11,201,000) and unutilised factoring loan facilities from the bank
amounting to HK$11,270,000 (2015: HK$6,689,000).

As at 31 March 2016, trade receivables of HK$19,774,000 (2015:
HK$13,343,000) were past due but not impaired respectively. These relate
to a number of independent customers for whom there is no recent history
of default. The ageing analysis of these trade receivables is as follows:

J=y

et

(/\‘/\

e

=

(@)
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2 ZEWHIE K EWRES

(%)

EAAREBN My AEETYES
FENGRIRRIZER F - S EE T B S EUGK
HEET —HKRIT - WZFE P EUR
WARE AN - BIRITHERERANEE
SRR G o ARNAEE Y E R
ZEESREFBEBNEKRRR KM
o HEEERLERKRSUAN 2R
B BRTERHREHRB/REETR R
WBENFA B RKMTE25

MR-B—XE=A=+—8 DEEEY
RRIEEROEZEBKENERER
23,930,000/ 70 ( = — R4 : 21,046,000
BIL)  c RZE—ARNF=ZA=+—8 ' &
AR I E F A AR M & 426,730,00078 7T (=
T—AHF : 11,201,000 L) * REKBERTT
B RENFARIZE AL E /11,270,000 7T
—ZT A% :6,689,000/87T) °

R-ZB—XE=A=+—8 DHAHEY
RIRERE 5 EIWRKIE A19,774,0007% 7T
—ZT— R4 13,343,000 ) c ZEB 5
FE W R IB S I % & 43 B HE R SR R M B L
BF - %S85 RIGENREDTIT

2016 2015

—E-XRE —E—REF

HK$’000 HK$’000

FET FHT

Less than 3 months DIABE B 19,443 13,343
3 to 6 months 3Z61EA 331 -
19,774 13,343

The carrying amounts of the Group’s trade receivables are denominated in
Hong Kong dollars.

AEEEB S REFANKREET B T
&
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19. Trade and Retention Receivables (continued) E\imf:% X I8 N IR E &

Note: (continued)

=

et : ()

(b)  Retention receivables represent certified contract payments in respect ) EURRESERBSETIEMIMANER
of works performed, for which payments are withheld by customers for BIRMK  ERFHRERE RS XM
retention purposes, and the amount retained is withheld on each payment HEFFEI IE BN SRS 2ERES
up to a maximum amount calculated as a prescribed percentage of the REENETADHAE - BREEHBMAR
contract sum. The retention receivables should be released to the Group [C34 ﬁ’g%ﬂ%[ﬁ]ﬁﬁélﬁ Bk (A& 45
pursuant to the provisions of the relevant contracts after the completion of KiE12BR) A BB TAKE -

the projects (i.e. 12 months after the completion of the contracts).

As at 31 March 2016, retention receivables of HK$6,720,000 (2015: R-ZE—RNEZA=+—H BBHAEH
HK$2,568,000) were past due but not impaired respectively. These relate R ORE B e YR [El & 46,720,000/8 T (=
to a number of independent customers for whom there is no recent history T—FHF :2,568,00087T) ° %5 EWIRE
of default. The ageing analysis of these retention receivables is as follows: EHRZH[EAPERCHENBLIEE -
ZERBRE SRR AITAOT
2016 2015
—E-XRE —E=—hE
HK$’000 HK$’000
FET FAT
3 to 6 months 3%61EA 1,070 =
Over 6 months 6f& B A £ 5,650 2,568
6,720 2,568
As at 31 March 2016, the amount of retention receivables expected to RZE—XRE=ZA=+—8 - Bix#
be recovered after more than twelve months was HK$17,342,000 (2015: 8 + BARABKEMHERKRRE S A
HK$25,761,000). 17,342,000/ L (=ZZF — AR F : 25,761,000
BT) °
The carrying amounts of the Group’s retention receivables are RNEB EYRE S M IREEEJIZETTEHE ©

denominated in Hong Kong dollars.

20. Gross Amounts due from/(to) Customers for  20. fEUk ( JZH)XJE‘ A4 T2

Contract Work

IR AR ER

2016 2015
= —F-hF
HK$’000 HK$’000
FET T
Contract costs incurred plus recognised HEZHIEEENELD
profits less recognised losses to date RS INE R MR E
wRERE 1,114,674 845,350
Less: Progress billings W EE R (1,017,322) (782,844)
97,352 62,506
Gross amounts due from customers JEWE P AN TIRNIEEEE
for contract work 101,319 73,780
Gross amounts due to customers ENEEAY TIRIBEEE
for contract work (3,967) (11,274)

97,352 62,506
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21. Pledged Bank Deposits and Bank and Cash 21. MBI ERUREITR
Balances | &R

2016 2015

—EB-RE —E—RF

HK$°000 HK$’000

FHET FAT

Pledged bank deposits EHERIRITIFR 12,378 21,783

Bank and cash balances RIT RIS LY 71,208 5,936

83,586 27,719

The Group’s pledged bank deposits represent deposits
pledged to banks to secure banking facilities granted to the

Group as set out in note 25 to the consolidated financial

statements.

Pledged bank deposits and bank and cash balances are

AEENE EMBITHFRIEER TIRT
MTFR - AMERAEEERRITREDN
HH (RN R M BHRRMEE25)

BUATEREHENSERRITERIAL

denominated in the following currencies: MITRIBSERDOT -

2016 2015
—E—RE —ET—AF
HK$’000 HK$’000
THxT FHT
Hong Kong dollars BT 83,401 10,135
Renminbi AR 185 17,584
83,586 27,719

22. Trade and Retention Payables 22. B EMNFIEREMNMRES
2016 2015
—E-REF —T—hEF
Note HK$°000 HK$’000
iz FET FHET
Trade payables B 5 EN A (a) 41,599 76,074
Retention payables FERHRE S (b) 13,144 12,463

54,743 88,537
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22. Trade and Retention Payables (continued)

23. Accruals and Other Payables

(@)

Note:

2. B ENARENENRESR

7 :i:
(%&)
BiEE -
The aging analysis of trade payables, based on the date of receipt of (@) Z S RN FERWEE Y, R B SRR
goods/services, is as follows: lﬁA ST -
2016 2015
—E-XE —T—hEF
HK$’000 HK$’'000
FET FHET
0 to 30 days 0&30H 24,998 46,970
31 to 60 days 31HZE60H 11,5637 16,305
61 to 90 days 61HE90H 333 8,065
Over 90 days 90H B F 4,731 4,734
41,599 76,074
The carrying amounts of the Group’s trade payables are denominated in AEEE S EMNZIBENEREEEDZRS T
Hong Kong dollars. =R
As at 31 March 2016, the amount of retention payables expected (b) RZZTE—XR"F=ZA=+—8 " EiFBR

to be due after more than twelve months was HK$9,119,000 (2015:

HK$7,665,000).

The carrying amounts of retention payables are denominated in Hong

Kong dollars.

BT_EARARIANENRESLEAR

9,119,000/ T (=& —

7)) @

L : 7,665,000

e RE & 1O BRE B T8 LAt E

23. EFTE R K EAB RN A

2016 2015

—NE —T—AF

HK$’000 HK$’000

F&T TET

Accruals ezt &R 8,828 2,318
Other payables Eﬁﬁf‘é‘ﬁm 435 4,250
9,263 6,568

The carrying amounts of accruals and other payables are
denominated in Hong Kong dollars.

FEETE R R EMEN AN REETZ

FETLRETE °
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24. Finance Lease Payables 24. EMRERNMNFRIEA
In the consolidated statement of financial position, obligations WEEIEARRER  SIAERERKEER
under finance leases due for repayment after one year which HAR—FRIBEENMEREET
contain repayment on demand clause were classified as current EEESEARBDARE BMEMEET
liabilities. The maturity of obligations under finance leases are EENREBERIOT ¢
as follows:
Minimum lease Present value of minimum
payments lease payments
REEEMNRK BEEEMNRNEAE
2016 2015 2016 2015
X ZEZ—HF ZB-RF ZT—hF
HK$’°000 HK$’000 HK$’°000 HK$’000
FET FET FET FET
Within one year —EW 8,223 6,651 7,730 6,070
In the second to fifth “ERF(BEER
years, inclusive ﬁﬁi) 10,291 13,242 10,000 12,746
18,514 19,893 17,730 18,816
Less: Future finance B RREEE
charges (784) (1,077) N/AFEH N/AT @ A
Present value of HESTMIHRE
lease obligations 17,730 18,816 17,730 18,816

Less: Amount due for S AR 218 B AR
{E

settlement within BT RRIE (AR
12 months (shown FEFEIEBETIIR)
under current
liabilities) (17,445) (18,428)
Amount due for AR 21E B & 2| BRE R
e

7
-
i)

settlement after i
12 months 285 388
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24. Finance Lease Payables (continued) 24, MEMHERNFKIBE(E)
It is the Group’s policy to lease certain of its property, plant AEBNBRRAESEREHREHRET
and equipment under finance leases. The average lease term M - MR MRS o EHHEA4F(Z
is 4 years (2015: 4 years). At 31 March 2016, the average T—RF:4F) R _T—XFE=H
effective borrowing rate was 3.47% (2015: 3.70%). As at 31 =+—H  EHEBREZFERE3.47%
March 2016, finance lease payables of HK$414,000 (2015: ZE—RHF :3.70%) c RZE—F
HK$530,000) bear fixed interest rate at the contract date and —A=+—H8 BEHEERMNRES
thus expose the Group to fair value interest rate risk. The 414,000 0 (—Z— R : 530,000/%8
remaining finance lease payables are arranged at floating rates TT ) IR BENEEFN RS -
and expose the Group to cash flow interest rate risk. All leases LAREEEEATERNERR © 8
are on a fixed repayment basis and no arrangements have been TpﬂéﬁﬁfﬁF’iﬁmlﬁhﬁ‘?@f‘hﬁ%% :
entered into for contingent rental payments. At the end of each SAKEHBESRMNERE - FrAHE
lease term, the Group has the option to purchase the property, ERETEERELESE  MIEFRINA
plant and equipment at nominal prices. MEMNHRETLEALEE - REHEEIER
o ASENEEREREEBRESRY
E: G
None of the portion of finance lease payables due for HERERKEZBIERAN —F%IEE
repayment after one year which contains a repayment on EENEARDABHNREHERNK
demand clause and that is classified as a current liability is TEFEH AR —FEREE -
expected to be settled within one year.
All finance lease payables are denominated in Hong Kong AR E RS ENZES S TTEHE -
dollars.
The Group’s finance lease payables are secured by corporate NEBHREHEEEMNRIERANT S
guarantees executed by the Company. SN EIERER
25. Bank Borrowings 25. IRITIEK
2016 2015
At —hf
HK$’000 HK$’000
FHExT T
Bank loans RITE 13,334 3,414
Trust receipt loans EFEIEER 16,554 21,480
Factoring loans REBER 26,730 11,201
Bank overdrafts RITEX = 2,669
56,618 38,764
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25. Bank Borrowings (continued)

In the consolidated statement of financial position, bank
borrowings due for repayment after one year which contain
repayment on demand clause were classified as current
liabilities. Based on the scheduled repayment set out in the
banking facility agreements, the maturity of obligations under
bank borrowings was as follows:

Annual Report 2015/2016 3t  ()QQ

25. SRITRE(AE)

REAMBIRAERAN - REREREE
BERAR—F R HEENRITIERW
PEAERBARE - BIBRITRERZA
HMBEEE  BITERBEBTEENE
B R ¢

2016 2015

—E—RE —ET—hHEF

HK$’000 HK$’000

FExT FHET

On demand or within one year BENKRH—FNA 56,618 36,353
In the second year F_F - 1,045
In the third to fifth years, inclusive F-ERTF(BEERMT) - 1,366
56,618 38,764

None of the portion of bank borrowings due for repayment after
one year which contains a repayment on demand clause and
that is classified as a current liability is expected to be settled
within one year.

The average interest rates payable at the end of the reporting
period were as follows:

HERBREEGRAR —FRIME
BADHEARBABNRITERBLHE
AR—FRNEE -

RERE RO TR RMT

2016 2015

—E—REF —ET—AF

Bank loans RITER 2.91% 4.00%
Trust receipt loans SR E R 4.17% 3.59%
Factoring loans REBE 2.11% 2.06%
Bank overdrafts RITHEX N/ARE B 5.25%

All bank borrowings are denominated in Hong Kong dollars and
are arranged at floating rates and expose the Group to cash
flow interest rate risk.

The security of the Group’s bank borrowings are disclosed in
note 26(a) to the consolidated financial statements.

P SRATIE R B TEAHE R 7 7
Ri 8 SAREERRSRAEE

LA
oo
ZoN

o

AEERITERNERREREE I
&M FE26(a) HFE ©
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HEZT—

RNEZR=+—HIFE

26. Credit Facilities

(a)

At 31 March 2016, the Group had available and unutilised
facilities from banks amounting to HK$25,116,000 (2015:
HK$13,051,000). Certain of these facilities are secured
by:

(i)  The Group's trade receivables of HK$23,930,000
(2015: HK$21,046,000);

(i) The Group’s pledged bank deposits of

HK$12,378,000 (2015: HK$21,783,000);

(i) The Group’s property, plant and equipment of

HK$31,049,000 (2015: HK$26,341,000);

(iv)  Corporate guarantees executed by the Company.
Except for finance lease payables amounted to
HK$414,000 (2015: HK$530,000), the Group’s term
loan agreements contain clauses which give the lenders
the right at their sole discretion to demand immediate
repayment at any time irrespective of whether the Group
has complied with the covenants and met the scheduled
repayment obligations.

The Group regularly monitors its compliance with loan
covenants, is up to date with the scheduled repayments
of the term loans and does not consider it probable
that the banks will exercise their discretion to demand
repayment for so long as the Group continues to meet
these requirements. Further details of the Group’s
management of liquidity risk are set out in note 6(c) to the
consolidated financial statements.

206.

SERE

(a)

R-_E—RNE=ZA=+—H " &«
EENHAERRBARITRE
£25,116,0008 (= — R F :
13,051,000/7T) - AT EME
5 AT RIBE AR

() AXEBEHERKRKE
23,930,000 T (=T —H
F : 21,046,000/ 7T) :

AEEZBEBIRTHER
12,378,000 T (—Z & — &
£ 121,783,000/ 7T) ¢

(ii

REE Y - S REE
31,049,000/ 0 (= —H
£ 1 26,341,000/ 7T)

(i)

(iv) ANREERYZARER -
B AH4140008 L(ZF — 5
 : 530,000/ 70 ) @t & & fE S
BN NEBEHER M
HHR - THASEREEEST
RELERERITHEENERE
T ZMEERGETERADE
WIEHERZRAEEENRERD
REF

AEEEHEREREGEETEH
AR5k - BE B AT HEEREE R

B A

EX IRRRAEAEEERE
NEZERE - BIRIT KA B

TTEEZREROBIGE - B
AEERPECRBRERNE—
TEB BRI W B HmRME
6(c) °
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26. Credit Facilities (continued) 26. EER®t é“( =)

(b) At 31 March 2016, the Group had other facilities from b) RZZE—RF=ZA=+—H8' ' &
an insurance company for the issuance of performance SEHIEAPTEXBREPRHERE
bonds during its ordinary course of business. Certain of HRFE  EmMEEKRE —RIRK
these performance bonds are secured by: BARMEMBE - ZFRBAR

B BIATRIBEAER

(i)  The Group's other receivables of HK$5,116,000 (i)
(2015: HK$3,027,000);

AKEEZ H b ERKE
5,116,000 L (—Z & — &
£ 1 3,027,000/ 7T) :

(i)  Corporate guarantees executed by the Company. iy AR

27. Deferred Tax

The following are the deferred tax liabilities recognised by the
Group.

RIS 2 NEER -

27. EIEFLIA
AEBBERELHEBENT -

Accelerated
tax depreciation

IEBIBRE

HK$’000

T

As at 1 April 2014 R-ZE—MFEA—H =

Charge for the year (note 11) FRZ (M) (1,587)
As at 31 March 2015 and 1 April 2015 RZE—RF=A=1+—8K

Charge for the year (note 11) FARSEH (M) (1,605)

As at 31 March 2016 R-—FE—"F=A=1+—H (3,192)

As at 31 March 2016, the Group has unused tax losses of R-FB-—R"EF=ZA=1+—8 X&H

HK$8,732,000 (2015: HK$8,002,000) available for offset
against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams.
Unrecognised tax losses may be carried forward indefinitely.

At 31 March 2016, the aggregate amount of temporary
differences associated with accelerated tax depreciation
for which deferred tax liabilities have not been recognised
is HK$6,928,000 (2015: HK$6,979,000). No liability has
been recognised in respect of these differences because
it is probable that such differences will not reverse in the
foreseeable future.

AIEEE R RGO KRB AT IES
TE?%8732000/%57E(_§ A F
8,002,000/ 7T ) ° FRR AR 2w M A
TR - M EmIERIELERBEAE - R
R TEE B ER AL E o

MN-ZT—RE=A=+—8 - EiRHE
RELERTEABENMRBBINESHEN
s = BB AR £ %8 56,928,0008 L (=
T—A4F :6,979,000/87T) - ANZE
EBEAAA LSRR RAGHRER - R
ERZSEREREE -
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28. Share Capital 28. &7
Number of
shares Amount
BRiAEH &8
Note 000 HK$’000
B =E F A& FHET
Authorised: EE
Ordinary shares of HK$0.01 each FIXEEC.0O1BTZ
TEAR
Upon incorporation R ALY (@) 5,000 50
Increase in authorised share capital VA E B AN HE AN (b) 9,995,000 99,950
As at 31 March 2016 RZE—RF=H
=r—F 10,000,000 100,000
Issued and fully paid: EZTRHE -
Ordinary shares of HK$0.01 each FEE.01E T2
LA
Upon incorporation SR AVAC S (@) 10 -
Issue of shares through placing and & iBEAE R AR E 1T
public offer A& 17 (© 100,000 1,000
Capitalisation issue of shares B BITIRD (d) 299,990 3,000
As at 31 March 2016 RZZE—RF=A
=+—H 400,000 4,000

Represents the amount less than HK$1,000.

The Company was incorporated under the laws of Cayman Islands
with limited liability on 23 July 2015 with an authorised share capital of
HK$50,000 divided into 5,000,000 ordinary shares with a par value of
HK$0.01 each, of which 10,000 ordinary shares were allotted and issued
at par credited as fully paid to New Grace Gain Limited (“Shareholder”), a
company incorporated in British Virgin Islands, on the same date.

Pursuant to the written resolution passed on 19 February 2016 by the
Shareholder, the authorised ordinary share capital of the Company
was increased from HK$50,000 to HK$100,000,000 by the creation of
9,995,000,000 ordinary shares of HK$0.01 each, such new shares ranking
pari passu in all respects with the existing shares of the Company.

On 17 March 2016, 100,000,000 ordinary shares were allotted and issued
at price of HK$0.95 each following the Listing.

On 18 March 2016, 299,990,000 ordinary shares were allotted and
issued at par to the Shareholder by way of capitalisation of the sum of
HK$2,999,900 standing to the credit of the share premium account of the
Company.

HEEEA I ,0008 7T °

ARABIRZZE—RAFEA=-+=AREHA
ERELRAMKLAE—REBRAR ' &
SRR A A50,0007 7T + 9 A5,000,0000%
SREE0.01E T E @A - 10,000
ARSI ER R ) @R R B R EER
2% K 377 FNew Grace Gain Limited ( [f%
] ) °New Grace Gain Limited&—% A
AREBERZESTMR B AR

BRERER=—ZT—"F_A+NLBBBEN
EERER - BiBIER9,995,000,000/ &
EEO.O1E T L @A - ARBAETE
AR AN 350,000/ 7038 2 100,000,000
L RETRMES T EEAQRRER
DEHREHAL

RZFB-RF=A+LtHB RELmiK
ERER0.958 T 2 B8 5% RET
100,000,000/ ¥ &% °

RZF—XR"F=A+NB ' XRFRHUER
317 B £ 52,999,900/ T R E A
ARG HEEER - REAERRRE S R
77299,990,0000% & 3#@ A% °
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28. Share Capital (continued) 28.

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern
and to maximise the return to the shareholders through the
optimisation of the debt and equity balance.

The Group reviews the capital structure frequently by
considering the cost of capital and the risks associated with
each class of capital. The Group will balance its overall capital
structure through the payment of dividends, new share issues
and share buy-backs as well as the issue of new debts,
redemption of existing debts or selling assets to reduce debts.

The Group monitors capital on the basis of the gearing ratio,
which is the total borrowings divided by the total equity of the
Company. The total borrowings include finance lease payables
and bank borrowings.

The gearing ratios at the end of the reporting period were as

Annual Report 2015/2016 3t 103

A (48)
AEBERARN A BERRELEER
BEEEBE) REBELERRA
ATEBRTLARRRHESER -

AEEEBEEERKAREZSHERN
HEB M RRRAEERRARE - A%
B A BT AE  BITHR R B
BIA R ETHER  BRRAESHK L
EEENRLBEN T A FERERBE
ARIRHE o

AEERBEEEARLRERERN B
ERELL R BARR BN E K AERERR AR
HARER - ERARERERERERNK
T R ARITIESK o

RFERRNEERBLLRMT ¢

follows:
2016 2015
—E-XF —ZET—hF
HK$’000 HK$’000
FExT FHET
Bank borrowings RITIEK 56,618 38,764
Finance lease payables B E M & e IR 17,730 18,816
Due to directors JERTEEIE = 4,487
Due to related companies ANk NGB - 11,622
Total debts RIETS 74,348 73,689
Total equity P 4R EE 184,053 80,547
Gearing ratio BEAMBLE 40.4% 91.5%
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28.

29.

Share Capital (continued)

The externally imposed capital requirements for the Group are:
(i) in order to maintain its listing on the Stock Exchange it has to
have a public float of at least 25% of the shares; and (ii) to meet
financial covenants attached to the bank borrowings.

The Group receives a report from the share registrars weekly
on substantial share interests showing the non-public float
and it demonstrates continuing compliance with the 25% limit
throughout the year. As at 31 March 2016, 25% (2015: Nil) of
the shares were in public hands.

Breaches in meeting the financial covenants would permit
the bank to immediately call borrowings. There have been no
breaches in the financial covenants of any bank borrowings for
the years ended 31 March 2016 and 2015.

Share-Based Payments

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants include the full-time or
part-time employee of the Company or any member of the
Group, including any executive, non-executive Directors and
independent non-executive Directors, advisors, consultants,
other contractors, business partners of the Company or any
Subsidiaries. The Scheme became effective on 19 February
2016 and, unless otherwise cancelled or amended, will remain
in force for 10 years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at any time. The maximum number of shares
issuable under share options to each eligible participant in the
Scheme within any twelve months period is limited to 1 per
cent of the shares of the Company in issue at any time. Any
further grant of shares options in excess of this limit is subject
to shareholders’ approval in a general meeting.

28.

29.

AR (&)
SNERREAIN A RENERZERBHER
BRBEBRDBBIDH25% MR
HR B FTH) ETHAL ¢ R (i) R 3R1T
tE R AT O B 7 22

AEBBRRERNBRECRE LA
THERBRHRENERNRMN R R
& ZREETAEENBEFEAR
BB T2B5%MRE - R_F—RF=A
=t—H ARBFERE/ERMNHI26%
—E-RF:F)o

REHRMBRER - RITEEL MR
RIS - BE-F—<FR-F—AF
A=+ —ALEE  LWEREAR
TEROBERE -

{7 1~ 5K

ARRABRY —ABBRE S ([ %3

gl FERRAKEREXNNELR
BHaER2SEERHERH DR - &
BR2EEBEARRRANEEEMAK
BRAAMEBGRBIES - BRARA
A KB AR TT - FITE
ERBUIFHITES - B - A

HMETHA  ZBEERH - ZETEIE
RZT—RE_A+TABER - RIFE
AITHHERER - BRI BZAREF+
FARFBEEN °

RIBZ A IR AT R 2 RITRERB A
ZE=HE B RTEREEFNARRNE
B2 E BTN 10% - REA+ =
BAMEAR  REZTERTEEER
SHEZBREN TRITZRRRNE
BIARR B ERFRE BTN Z21%
BIR o BHBB IR H 2 T B
RAEBRRNBRAS LHE -
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29. Share-Based Payments (continued)

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an independent
non-executive director of the Company, or to any of their
associates, in excess of 0.1% of the shares of the Company in
issue at any time or with an aggregate value (based on the price
of the Company’s shares at the date of the grant) in excess of
HK$5 million, within any twelve months period, are subject to
shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within
21 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors, and commences after a certain vesting period and
ends on a date which is not later than five years from the date of
the offer of the share options or the expiry date of the Scheme,
if earlier.

The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) the closing
price of the Company’s shares as stated in the daily quotation
sheets issued by the Stock Exchange on the offer date of the
share options; (ii) the average closing price of the Company’s
shares as stated in the daily quotation sheets issued by the
Stock Exchange for the five trading days immediately preceding
the offer date; and (iii) the nominal value of the Company’s
shares on the offer date, when applicable.

Share options do not confer rights on the holder to dividends or
to vote at shareholders’ meetings.

During the year ended 31 March 2016, no share option granted
under the Share Option Scheme.
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30. Statement of Financial Position and Reserve  30. N2 R AR A&k R 7 &
Movement of the Company EJ)
At 31 March
R=A=+—H
2016
—ZT-RF
Note HK$’000
B 5 FET
Non-current assets ERBEE
Investment in a subsidiary RSB R AKE =
Current assets REEE
Prepayments, deposits and other TERRIE - Be REMERGRIE
receivables 62
Due from a subsidiary JEUR B B A B FRIE 88,119
Bank and cash balances IRITRE & 263
88,444
Current liabilities mEAR
Accruals and other payables FEFTE A R HE A FER FUIE 65
Due to a subsidiary JE A B BB A B R IE =
65
Net current assets mBEERE 88,379
Total assets less current liabilities HEERTDARE 88,379
NET ASSETS BERE 88,379
Capital and reserves EEX R
Share capital f% 7R 28 4,000
Reserves E & 30(b) 84,379
TOTAL EQUITY EREH 88,379
Represents the amount less than HK$1,000. * E& 51,000/ 7T °
Approved by the Board of Directors on 22 June 2016 and REZFER _T—RF~A
are signed on its behalf by: ij%t: A#t/ETHATESEKE
¥ :
Yu Shiu Tin Paul Yeung Sau Ming Boris
REX BEH
Executive Director Executive Director

HITEF HITEF



Annual Report 2015/2016 3% 17

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR AR RE

For the year ended 31 March 2016
BHE_Z—XF=ZA=t+—HULHFE

30. Statement of Financial Position and Reserve
Movement of the Company (continued)

30. A2 A B B AR M 3R R ok 1
(&)

Share Accumulated

premium losses Total equity
B in iR E RitBiR RaeaE
HK$’000 HK$’000 HK$’000
FHETT T T
(note 31)
(M$3E31)
Capitalisation issue of shares & A&{L 21T
(note 28) (F¥3E28) (3,000) - (3,000)
Issue of new shares pursuant 1RIFEIE R AR E
to placing and public offer BITHIR D 94,000 - 94,000
Cost of issuing new shares RIFELE R ARESE
pursuant to placing and BATHRAD Z AN
public offer (6,597) - (6,597)
Total comprehensive income  F R 24258
for the year - (24) (24)
Changes in equity for the year F ARz E) 84,403 (24) 84,379
As at 31 March 2016 RZ-ZF—RF
=A=+—H 84,403 (24) 84,379
31. Reserves 31. [EE

The amounts of the Group’s reserves and the movements
therein are presented in the consolidated statement
of profit or loss and other comprehensive income and
consolidated statement of changes in equity on pages
45 and 48 of the consolidated financial statements
respectively.

21&% EEEsELEEEH D RN
RABIERERFEASNASHNEA
BREkEMEAMKRERARES
HEREHR2H -
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E-FF=A=t-ALEE

31. Reserves (continued) 31. FE(E)
Under the Companies Law of the Cayman Islands, the BERSHESATNE - AAAR
funds in the share premium account of the Company DREBEEMNESAHSIKFAR
are distributable to the shareholders of the Company AR EEEEEYRKE R
provided that immediately following the date on which the Hifg - ARRIEBRENEEER
dividend is proposed to be distributed, the Company will HEEBBEFEIHNER
be in a position to pay off its debts as they fall due in the
ordinary course of business.
Share premium represents premium arising from the issue BHaEEASREREMDEE
of shares at a price in excess of their par value per share M ERETIRODTESRRE
and after deduction of capitalisation issue and issuance I 2 AENBRE AL BT AR 0 %
costs of shares. TR ©
32. Subsidiaries 32. 1B 7]
Particulars of the principal subsidiaries as at 31 March 2016 are R-ZE—RNEZA=1+—HNEZEKE
as follows: NAFEWT -
Percentage of
Place of Date of Issued and ownership interest/
incorporation/ incorporation/ paid up voting power/ Principal
Name establishment establishment capital profit sharing activities
BRTR EEERREE/
=g MR RIAE MR KBS BERAE AEEF A D TEEH
Direct Indirect
B Lif 3
K. H. Development Holdings British Virgin Islands 13 August 2015 Us$100 100% - Investment holding
Limited RERIES —Z-RFN\A+=H 100%7T KREZR
K. H. Civil Engineering Limited Hong Kong 5 March 2001 HK$100 = 100%  Provision of foundation
services
ST T ATRRARAR Bt —TE-4=/AH 1007 7T o E PR L e
K. H. Foundations Limited Hong Kong 4 January 1985 HK$22,962,000 - 100%  Provision of foundation
services
ST EBRRE EE —NWA\EFE—-A@EA 22,962,000/ 7T h ELBR A LR
K. H. Holdings Limited Hong Kong 15 September 2006 HK$1 = 100%  Investment holding
HITERARA A Bk —EERFNATEA 18T REER
K. H. Machinery Limited Hong Kong 23 January 2007 HK$3,000 - 100%  Leasing of machinery
FATERER R BE T+ F-AZ+=H 3,000/ 7T A E
K. H. Piling & Engineering Limited ~ Hong Kong 8 November 2012 HK$100 = 100% Inactive
FIITE TR AA BB —ZT——F+—ANH 1007 7T PR
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33. Notes to the Consolidated Statement of Cash 33.
Flows

Additions of property, plant and equipment for the year
ended 31 March 2016 amounted to HK$5,648,000 (2015:
HK$18,572,000) were financed by finance leases.

34. Contingent Liabilities 34.

(@) At the end of the reporting period, the Group has provided
guarantees to banks and insurance companies as follows:

Annual Report 2015/2016 3t 1()Q

HE_E—XRFE=A=1+—BHIt&EE -
& 58 /55,648,000 L (—E—H4&F :
18,572,000/ 870 ) M 2 - #eS R
RNELRERERNES -
WARBE

ASSNEC G B

(@ RBEEHKR AEEERZRIE
TRERRBEARIREMTHER

2016 2015

ZE-AF TN

HK$’000 HK$’000

FExT FET

Guarantees on performance bonds for  AREESNBHIFES

construction contracts AR 19,155 41,777

(b)  During the year ended 31 March 2016, a subcontractor b) REBEEZZT—X"F=H=+—H
claimed against the Group for certain construction works. IEEE - —E0BEEE TREE

The Group and the subcontractor agree to resolve their
disputes by arbitration or by other means of dispute
resolution. The Group assessed the maximum liability on
the claim would be approximately HK$7,734,000.

The management, after taking external legal advice,
consider that it is pre-mature to assess the outcome for
the said claim. Accordingly, no provision has been made
for the claim.

Pursuant to the deed of indemnity, the Controlling
Shareholders have irrevocably and unconditionally, jointly
and severally, agreed to indemnify the Group against,
among others, all loss and damages arising from the
disputes.

THERAASERERE - A&
BRZOPHEREERAMEIE
At s R NEAEA D -
AEBTENERREETY
7,734,000/ 7T °

EEEEEZBIEERERELRR
75 0 AHE B R B A 4 R A B
R ANECR o Ei - AR RE
AHIE AR -

REEBERERE  ZRERE
N TT I A A 2 2K R K A R
RE - st(EF e Bl mE
EH—RARBERERAE
B{ELRE -
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35. Capital Commitments 35. BN
The Group’s capital commitments at the end of the reporting NEBRNREEA RO ERAEDT -
period are as follows:
2016 2015
—EB-AF .
HK$°000 HK$’000
FHET FHT
Property, plant and equipment BEIAERBENYE
Contracted but not provided for RN 2,960 3,102
36. Lease Commitments 36. THEFE

At the end of the reporting period, the total future minimum
lease payments under non-cancellable operating leases are
payable as follows:

RBERR - TARHKLHEE TR
ARFREEEMR@AROT

2016 2015

—E-REF —E—RF

HK$’000 HK$’000

FET FHIT

Within one year —F R 897 1,445
In the second to fifth years inclusive FIERF(BIEERME) - 857
897 2,302

Operating lease payments mainly represent rentals payable
by the Group for its office and certain warehouses. Leases
are negotiated for an average term of two years and rentals
are fixed over the lease terms and do not include contingent
rentals.

REHENAREREARERPAE
ETEERMNNES - BOLHERT
BAYMRE  HEXEMABEERL T
BREIAEE -
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37.
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Related Party Transactions 37. B TR B
(@) In addition to those related party transactions and (@) MREGEMBmMEKREMMATEEN
balances disclosed elsewhere to the consolidated B A R P MR  REER
financial statements, the Group had the following FRLERE T ETATIRS
transactions with its related parties during the year:
2016 2015
—E-RE —E—hF
HK$°000 HK$’000
FExT FHEIT
Rental income received from a WELE — X EEE A al gy
related company RPN 48 48
Secondment fees charged by a — R A ) U ELAY
related company EHE 608 3,529
Rental expenses charged by a — R A ) UELAY
related company HeMx 1,285 1,173
Management fees charged by a — XA &) BERAY
related company &1 = 142
Mr. Yeung Sau Ming Boris, a director of the Company, has RAREBGFPHLERZETH
beneficial interest in these related companies. BAREEES R o
(b) Compensation of key management personnel of the b) AEBETEZEEABETMH :
Group:
2016 2015
—EB-RF —_T—hEF
HK$°000 HK$’000
FExT FHT
Short term employee benefits EHEEERET 8,099 4,835
Pension scheme contributions RIRET 20 95 87
Total compensation paid to key MEBERAB IR
management personnel 4R EE 8,194 4,922

Further details of employees’ and directors’ emoluments
are included in note 13 and note 14 respectively to the
consolidated financial statements.

BERAREREEMENE—ZFH
BORERERE M HRKRMEE13

KfizE14 o
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A summary of the results and of the assets and liabilities of the Group
for the last four financial years is set out below:

AEBEENEMBFEENFEREERR
EEHINT

Results E
2016 2015 2014 2013
ZE—-XRE —T—0HF —ET-MWFE —T—=%F
HK$’000 HK$’000 HK$’000 HK$’000
F#E&RT FET TFET FET
Revenue W25 492,649 o7 1S 233,608 174,673
Cost of sales SHE AR (415,952)  (286,977) (187,814)  (152,587)
Gross profit EF 76,697 70,336 45,794 22,086
Other income H A 3,532 749 2,043 1,904
Administrative expenses THAX (28,528) (14,024) (10,668) (9,223)
Other operating expenses HEMgeEmsy = = (125) (353)
Profit from operations KBTS % T 51,701 57,061 37,044 14,414
Finance costs BRE B AR (995) (778) (526) (339)
Profit before tax & F B & ) 50,706 56,283 36,518 14,075
Income tax expense ISR (10,403) (9,702) (6,329) (2,471)
Profit and total comprehensive KAEHEE ANELFR
income for the year attributable to % 7| & 2 E a5 4258
owners of the Company 40,303 46,581 30,189 11,604
Asset and liabilities BERAMR
Total assets BEHE 336,041 264,095 164,297 85,476
Total liabilities BfEERE (151,988)  (183,548)  (130,331) (81,699)
Net assets BEFE 184,053 80,547 33,966 3,777
Equity attributable to equity ARBEDRFEA
holders of the Company FE(LiE = 184,053 80,547 33,966 3,777
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