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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to
accommodate small and mid-sized companies to which
a higher investment risk may be attached than other
companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing
in such companies and should make the decision to invest
only after due and careful consideration.

Given that the companies listed on GEM are generally small
and mid-sized companies, there is a risk that securities
traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board and no
assurance is given that there will be a liquid market in the
securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock
Exchange take no responsibility for the contents of this report, make
no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of this
report.

This report, for which the directors (the “Directors”) of KML
Technology Group Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in
compliance with the Rules Governing the Listing of Securities on
the GEM of the Stock Exchange (the “GEM Listing Rules”) for the
purpose of giving information with regard to the Company. The
Directors of the Company, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief the information
contained in this report is accurate and complete in all material
respects and not misleading or deceptive, and there are no other
matters the omission of which would make any statement herein or
this report misleading.

This report, in both English and Chinese versions, is available on the
Company’s website at www.kml.com.hk.
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Revenue of the Group for the year ended 31 March 2018 amounted
to approximately Hong Kong dollars (“HK$”) 194.0 million,
representing an increase of approximately HK$22.9 million or 13.4%
as compared with approximately HK$171.1 million for the year
ended 31 March 2017.

Gross profit of the Group for the year ended 31 March 2018
amounted to approximately HK$56.0 million (2017: approximately
HK$55.5 million).

The net loss of the Group for the year ended 31 March 2018
amounted to approximately HK$2.1 million (2017: net profit
approximately HK$13.3 million). The net loss of the Group is mainly
due to the listing expenses of approximately HK$15.8 million
incurred by the Company during the year.

The board of directors (the “Board”) does not recommend the
payment of a final dividend for the year ended 31 March 2018 (2017:
Nil).
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Chairman’s Statement
TREWME

Dear Shareholders,

On behalf of the Board of KML Technology Group Limited (the
“Company”) and its subsidiaries (collectively the “Group”), | am
delighted to present the first annual report of the Company for the
year ended 31 March 2018.

The Group has been providing electrical and mechanical (“E&M”)
engineering solutions and services, with a primary focus on
Transportation Mission Critical System Solutions in Hong Kong for
over 40 years. On 16 October 2017, the shares of the Company
were successfully listed on the GEM of The Hong Kong Stock
Exchange (the “Listing”).

The Group was founded in 1977 and has gained vast experience
in the E&M engineering industry. Our vertically-integrated business
model allows us to benefit from going through all stages of a variety
of technology savvy solutions and services value chain, as well
as enjoy the synergy arising from our coordinated efforts across
different business sub-segments. Leveraging on our expertise
on conceptual design and fabrication, equipment assembly,
installation, system integration, testing and commissioning and
maintenance of E&M works, revenue control and ticketing systems,
our group is well positioned to become one of the key players in
realizing the Smart City Strategy advocated by the HK Government,
in particular, the mobile and cashless payment arena. Our Group
believes that excelling our experience and expertise will enable our
Group’s continuous business growth. In the coming year, our Group
expects there will be increasing business opportunities from the
maintenance service sector in particular in relation to ePayment,
ticketing systems and railway signalling.

Besides, our Group has been keeping a close eye on the
Government directives in respect of the Guangdong-Hong Kong-
Macao Bay Area Development (the “Bay Area”) coupled with
the imminent openings of the HK-Zhuhai-Macau Bridge and the
Express Rail Line connecting HK with the National High Speed Rail
Network in Mainland China. Our Group believes the key cooperation
areas of the Bay Area including (i) to promote the infrastructure
connectivity; (i) to build a technology and innovation hub of global
scale; (iii) to jointly build a quality living circle to provide an ideal place
for living, working and travelling; and (iv) to build a cluster of modern
industries at strategic locations; will weather an economic climate
that will provide immense business opportunities favourable to our
Group in the years to come; as a result of (i) promotion of innovation
and technology development; and (i) facilitating and elevating the
flow of people, goods, funds and information between Hong Kong
and other prominent cities in the Bay Area. Our Group will certainly
adopt proactive business strategy to embrace the new challenges
ahead when more details are available.

On behalf of the Board, | would like to thank the professional parties
involved, customers, working partners and employees for their
contribution to our successful Listing. This is an important and
remarkable milestone of the Group’s development.

KML Technology Group Limited
Luk Kam Ming

Chairman and Executive Director

Hong Kong, 19 June 2018
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I\/Ianagement Discussion and Analysis

EEETWR DN

BUSINESS REVIEW

The Group has been providing E&M engineering solutions
and services, with a primary focus on Transportation Mission
Critical System Solutions in Hong Kong for over 40 years. We
mainly undertake projects that are related to the design, supply,
installation, fabrication and/or maintenance of, among others, the
following, depending on our customers’ needs:

i) Automatic fare collection system at railway stations;

(ii) Electronic payment and ticketing system;

(iii) Road and tunnel toll collection system;

(iv)  Traffic control and surveillance system; and

(v) Railway signalling communication and control system.

We also undertake other E&M engineering solutions and services,
comprising:

(i) Security and access control system;

(ii) Railway station E&M engineering services and architectural
works;

(i) Rolling stock refurbishment and renovation works; and
(iv)  Trackside and depot E&M engineering works.
Qur customers comprise mainly transportation companies and

other engineering companies in Hong Kong and Taiwan, and also
various governmental departments of the Hong Kong.
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Management Discussion and Analysis

BEENWR D

With technical knowledge in the areas of electrical, mechanical
and electronic engineering, and a strong focus on product design
and research and development, and through our vertically-
integrated business model that combines design and fabrication,
equipment assembly and system implementation, we are an
E&M engineering solutions and services provider in Hong Kong
who is capable of independently providing a full suite of custom-
built products and services. We provide services and technical
support to our customers on system solutions, equipment
assembly and installation, network optimization, inspection and
testing. We possess technologies and know-how in the Hong
Kong Transportation Mission Critical System Solution market and
have strong system integration capabilities. Our comprehensive
offerings enable us to provide our customers with a complete
and convenient one-stop solution, which reduces their operation
and management costs and mitigates the incompatibility risks
of different E&M engineering systems. In turn, our vertically-
integrated business model enhances our ability to customize our
products and services to address customers’ needs and become
more competitive in bidding for new projects. In addition, our
business model also promotes the synergies among our individual
products and services, reduces our marketing costs and lays a
solid foundation for us to develop our maintenance services after
our systems and equipment are put into operation. During the
year ended 31 March 2018, our Group has undertaken over 200
projects. Some of the major projects include:

(i) Design, supply and installation of the “Stop-and-go”
electronic payment system which allows motorists to use
contactless smart cards and credit cards as alternative
payment methods at tolled tunnels and bridges owned by
the Hong Kong Government;

(ii) Refurbishment of KTT trains including (a) replacement of
passenger seat assembly components; (b) replacement
of carpets in the train compartments with floor mats; (c)
replacement of pipework; and (d) upgrade of toiletry facilities
components;

(iii) Provision and installation of turnstile systems including
upgrade of payment systems at various ferry piers in
Hong Kong;

(iv) Installation and testing of railway signalling system for
the high speed rail including cabling and site acceptance
test for signalling equipment room and trackside field
equipment; and

(v) Installation and testing of railway signalling system for the
Shatin-Central-Link.

KMLTechnology Group Limited ® Annual Report 2017/18
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Management Discussion and Analysis

BEEN Wk D

Revenue of the Group for the year ended 31 March 2018
amounted to approximately HK$194.0 million (2017:
approximately HK$171.1 million) while gross profit of the Group
for the year ended 31 March 2018 amounted to approximately
HK$56.0 million (2017: approximately HK$55.5 million)

The net loss after tax of the Group for the year ended 31 March
2018 amounted to approximately HK$2.1 million (2017: net
profit after tax of approximately HK$13.3 million). The reason for
turning from profit to loss is mainly due to the listing expenses of
approximately HK$15.8 million incurred by the Company during
the year. Should this non-recurring listing expenses be excluded,
the net profit before tax of the Group for the year ended 31 March
2018 would amount to approximately HK$16.6 million.

OUTLOOK

Modernisation and Upgrading of Transportation System

To keep pace with the growing transport needs, modernization,
upgrading and expansion projects are being launched. It is
expected that there will be increasing opportunities for the
Transportation Mission Critical System Solutions market in the
coming years mainly from projects in relation to (i) railway signaling
communication and control system relating to the expansion of
Hong Kong International Airport into a Three Runway system; (i)
road and tunnel toll collection system replacement or upgrade at
various government tunnels; (i) automatic fare collection system
upgrade in Taiwan railway and metro; and (iv) upgrade of the
electrical system, air-conditioning system and fire services system
in the Hong Kong metro.

Vision of Smart City

To foster the knowledge economy, enhance quality of life and
create a vibrant eco-system by using information technology and
promoting more effective resource management, the development
of a smart city is the vision of the Hong Kong society. Application
of Internet of Things (loT) at the Group’s future products and
services aims to tie in this trend. The technology will also enhance
the reliability and maintainability of the Group’s products and
services.

Given our Group’s extensive experience in automatic fare
collection system and toll collection, the Group will devote
more resources in the application and integration of different
technologies such as quick response code (“QR Code”) and
different emerging payment methods to our products and services
in response to the evolving market conditions as well as changing
customers’ requirements. Our Group believes our city embracing
mobile payment technology will bring benefits to the government,
economy and individuals in the long run.
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Management Discussion and Analysis

BEENWR D

FINANCIAL REVIEW

Revenue

The Group’s revenue increased from approximately HK$171.1
million for the year ended 31 March 2017 to approximately
HK$194.0 million for the year ended 31 March 2018, representing
a growth of approximately 13.4%. Such increase was mainly
contributed by the contracts awarded during the years ended 31
March 2016 and 2017 which have substantial work completed
during the year ended 31 March 2018.

Cost of Sales and Gross Profit

The majority of the Group’s cost of sales comprised (i) material
and equipment; (i) direct labour; and (i) sub-contracting cost.
The cost of sales increased by approximately 19.4% from
approximately HK$115.6 million for the year ended 31 March 2017
to approximately HK$138.0 million for the year ended 31 March
2018. The gross profit of the Group increased by approximately
0.8% from approximately HK$55.5 million for the year ended 31
March 2017 to approximately HK$56.0 million for the year ended
31 March 2018.

Administrative Expenses

The Group’s administrative expenses increased by approximately
2.3% from approximately HK$39.2 million for the year ended 31
March 2017 to approximately HK$40.1 million for the year ended
31 March 2018, which is mainly due to the maintenance cost
relating to the listed entity.

(Loss) profit attributable to the owners of the Company

The Group recorded a loss attributable to the owners of the
Company of approximately HK$2.1 million for the year ended 31
March 2018 (2017: profit approximately HK$13.3 million). The
result turning from profit to loss is mainly due to the Company’s
incurrence of the listing expenses of approximately HK$15.8
million for the year ended 31 March 2018.

KMLTechnology Group Limited ® Annual Report 2017/18
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Management Discussion and Analysis

BEEN Wk D

FINANCIAL POSITION

Liquidity, Financial Resources and Capital Structure
Historically, the Company has met the liquidity and capital
requirements primarily through operating cash flows and capital
contribution from its shareholders.

The Company requires cash primarily for working capital needs.
As at 31 March 2018, the Company had approximately HK$60.2
million in (i) bank balances and cash; and (i) time deposits with
original maturity over three months (2017: approximately HK$58.6
million), representing an increase of approximately HK$1.6 million
as compared to that as at 31 March 2017.

On 16 October 2017 (the “Listing Date”), the ordinary shares
of the Company (the “Shares”) were listed on GEM by way of
share offer (the “Share Offer”) and completed the Share Offer
of its 100,000,000 Shares, comprising 50,000,000 Shares
offered by the Company for subscription and 50,000,000 Shares
offered by the Company for placing, with a par value of HK$0.01
each at offer price of HK$0.6 per Share for the net proceeds of
approximately HK$36.0 million. The Company believed that the
funding from the Share Offer on the GEM would allow the Group
to access the capital market for raising funds in the future. There
has been no change on the capital structure of the Group since
the Listing Date and up to the date of this report (i.e. 19 June
2018) (the “Date of this Report”). The capital of the Company only
comprises of ordinary shares.

Capital Expenditure

The Group purchased property, plant and equipment amounting
to approximately HK$1.9 million for the year ended 31 March
2018 which comprised acquisition of furniture, fixtures and office
equipment (2017: approximately HK$1.6 million).

Final Dividend
The Board does not recommend the payment of a final dividend
for the year ended 31 March 2018 (2017: Nil).

Employees and Remuneration Policies

As at 31 March 2018, the Group employed 212 employees (2017:
216 employees). The Group’s remuneration policies are in line with
the prevailing market practice and are determined on the basis of
performance, qualification and experience of individual employee.
On top of basic salaries, bonus may be paid with reference to
the Group’s performance as well as individual’s performance.
Other staff benefits include provision of retirement benefits,
medical benefits and life insurance benefits. Share options may
also be granted to eligible employees by reference to the Group’s
performance as well as the individual contribution.
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Management Discussion and Analysis

BEEN R D

Comparison of Business Objectives with Actual Business
Progress

An analysis comparing the business objectives as set out in
the Company’s prospectus dated 29 September 2017 (the
“Prospectus”) with the Group’s actual business progress for the
period from the Listing Date to 31 March 2018 is set out below:
Business strategy Actual business progress up to 31 March
2018

Expand and enhance our E&M engineering  The Group has purchased several fibre cable
technical capabilties by: testing related equipment.

() Increasing our productivity through ~ The Group has enhanced our insurance
the purchase of new machineries and ~ coverage and employee remuneration
equipment; packages, including (i) upgrading of employees’

medical insurance plan; (i) purchasing of the

(i) Improving our material handiing and ~ Group’s professional indemnity insurance plan;
field service capacity; (ii) purchasing of the Group's product liability

insurance plan; and (iv) providing funds for the

(i) Purchasing and implementing employees’ performance bonus scheme.
information technology solutions; and

The Group is in the process of identifying

() Retaining our talents and enhancing ~ potential material handling and storage facilties.

the risk mitigation measures.

Deepen our penetration of the E&M  The Group has (i) arranged our employees

engineering industry with special focus on  to participate in exhibitions, conference and

the Transportation Mission Critical System  symposiums; and (i) been making an effort to

Solutions market by strengthening our  increase business exposure in Taiwan.

research and development capabilities and

increasing our brand awareness through ~ The Group is in the process of (i recruiting

marketing efforts through: additional research and development staff; and
(i) approaching suppliers offering human face

() Expanding our office space and work  recognition software.

area;

(i) Increasing our marketing efforts and
business exposure; and

(i) Enhancement of our research and
development capabilties.

Strengthen our financial capabilities to  The Group has strengthened our financial

undertake larger-scale E&M engineering  capabilities to undertake large-scale E&M

projects in the future. engineering projects through the provision of
performance guarantees.
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Management Discussion and Analysis

BEEN Wk

Use of Proceeds from the Listing

On 16 October 2017, the Shares were listed on GEM by way of
Share Offer. The Group intends to apply the proceeds from the
Listing in accordance with the proposed applications set out in
the section headed “Future Plans and Use of Proceeds” in the
Prospectus.

As set out in the Prospectus, the business objectives and
strategies of the Group are: (i) expand and enhance our E&M
engineering technical capability; (i) deepen our penetration of
the Hong Kong E&M engineering industry with special focus on
the Transportation Mission Critical System Solutions market by
strengthening our research and development capabilities and
increasing our brand awareness through marketing efforts; and (i)
strengthen the Group’s financial capabilities to undertake larger-
scale E&M engineering projects in the future.

After deduction of all related listing expense and commissions, the
net proceeds from Listing amounted to approximately HK$36.0
million. Up to 31 March 2018, the Group has utilized HK$5.4
million of the net proceeds from Listing as follows:

Expand and enhance our E&M engineering
technical capabilities

EHARERERE

RZT—+tF+ATRE  ROUKROEESFREGEM £ o &
SEBE LTS FORIZARERA [RRET I RS FIRRE]
—EIFRE R B E AR o
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P E TRRRATBE S ¢ (i) BRIE R R P AT R EE N BB E T
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BERESFORTRMIS)HZEE i) 1858 A% B B RAER
ABIETIRIER WIREE S -

EMBAERBLETRXRMESER - LT SHIEFELR36.0
BEEL HEZZ-N\FZA=+—8 FAEECHHELWHR
BRIBFES4BESTHT ¢

Planned use

of net proceeds
as stated in the  Actual use of net
Prospectus up to proceeds up to
31 March 2018 31 March 2018

Deepen our penetration of the Hong Kong E&M
engineering industry with special focus on the
Transportation Mission Critical System Solutions
market by strengthening our research and
development capabilities and increasing our
brand awareness through marketing efforts

Strengthen our financial capabilities to undertake
larger-scale E&M engineering projects in the future

Total

BEE-E-N\E
=A=+-H HEE-ZE-N\HE
BRERFH =ZA=+-—H
P8 EFE Fri8s BT
[EE ke HWEKRAZR
HK$’000 HK$°000
FTHET THT
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BiEER R I EEE )
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(BRI INRBRARRGREASR
%) K2 ER
1,400 27
1o R EE H B REHATILE
TREENHMHEN 5,000 5,000
&t 11,844 5,445
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Management Discussion and Analysis

BEEN R D

GEARING RATIO

The ratio was not applicable for the year ended 31 March 2018 as
no borrowing was incurred (2017: not applicable).

FOREIGN EXCHANGE EXPOSURE

We conducted business with customers, suppliers and
subcontractors located in Hong Kong, the People’s Republic
of China (the “PRC”) and overseas. The Group’s exposure to
the currency risk mainly arises from the fluctuation of Renminbi
(“RMB”), Euro (“EUR”), New Taiwan Dollar (“NTD”) or United States
dollars (“USD”). The Group currently does not have any hedging
policy in place for its foreign currency exposure. The management
will consider hedging significant currency exposure should the
need arise.

TREASURY POLICIES

The Group has adopted a prudent financial management
approach towards its treasury policies and thus maintained a
healthy liquidity position throughout the year ended 31 March
2018. The Group strives to reduce exposure to credit risk by
performing ongoing credit assessments and evaluations of the
financial status of its customers. To manage liquidity risk, the
Board closely monitors the Group’s liquidity position to ensure that
the liquidity structure of the Group’s assets, liabilities and other
commitments can meet its funding requirements from time to time.

SIGNIFICANT INVESTMENTS AND FUTURE PLANS FOR
MATERIAL INVESTMENTS AND CAPITAL ASSETS

The Group did not hold any significant investments in equity
interest in any other companies as at 31 March 2018. Except
for those included in the section headed “Future Plans and Use
of Proceeds” for inclusion in the Prospectus, the Group had no
definite future plans for material investments and capital assets.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES, ASSOCIATES OR JOINT VENTURES

Apart from the reorganisation in relation to the Listing as disclosed
in the Prospectus, there were no other significant investments
held, material acquisitions or disposals of subsidiaries, associates
or joint ventures during the year ended 31 March 2018.

PLEDGES OF ASSETS

As at 31 March 2018, the Group has a pledged bank deposit at
HK$5.0 million (2017: Nil).

COMMITMENTS

The operating lease commitments of the Group were primarily
related to the leases of its office premises and the workshops.
The Group’s future operating lease commitments amounted
to approximately HK$10.2 milion as at 31 March 2018 (2017:
approximately HK$6.2 million).
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Management Discussion and Analysis

BEEN WKk

CONTINGENT LIABILITIES

As at 31 March 2018, the Group did not have any significant
contingent liabilities (2017: Nil).

PRINCIPAL RISKS AND UNCERTAINTIES

For the year ended 31 March 2018, the following principal risks of
the Group were identified:

0} we depend on a limited number of customers for a
significant part of our businesses, and the loss of our major
customers could adversely affect our businesses and
financial position;

(ii) Personal injuries, property damages or fatal accidents may
occur at our work sites which may materially and adversely
affect our business operations as well as financial position;

(i) Majority of our Group’s revenue is derived from E&M
engineering solutions and services, which are non-recurrent
in nature. It is difficult to accurately forecast our future
performance;

(iv) If we fail to meet the requirements of our contracts or
quality standards of our services, we may face litigation, be
required to pay damages and additional costs which may
adversely affect our business and reputation; and

(v) Our success and business operations rely on certain key
personnel and our ability to attract and retain talented
staff. If we are unable to retain them, our business may be
severely disrupted and our operations, financial results and
future prospects may be adversely affected.

For other risks facing the Group, please refer to the section
headed “Risk Factors” in the Prospectus.

Our Risk Control Mechanism

Our Group has adopted a three-tier risk management approach
to identify, assess, mitigate and handle risks. At the first line
of defence, operating units are responsible for identifying and
monitoring risks associated with each business. The management,
as the second line of defence, defines rules and models, provides
technical support, develops new systems and oversees portfolio
management. It ensures that risks are within acceptable range and
that the first line of defence is effective. As the final line of defence,
the risk management committee of the Company (the “Risk
Management Committee”), with the professional and independent
advice from the internal audit function ensures the first and second
line of defence are effective through constant inspection and
monitoring.

The Group maintains a risk register to keep track of all identified
major risks of the Group. The risk register provides the Board, the
Risk Management Committee and management with a profile of
its major risks and records management’s action taken to mitigate
the relevant risks. The risk register will be reviewed and monitored
at least annually. The review process ensures that the Group
proactively manages the risks faced by it.
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EXECUTIVE DIRECTORS

Mr. Luk Kam Ming (F£887), aged 71, is an Executive Director
and the chairman of our Board. Mr. KM Luk founded our Group
and joined us when he was appointed as a director of KML
Engineering Limited (“KML Engineering”) in August 1977. Mr.
Luk is responsible for overall strategic planning and development
of our Group, and oversees the financial management and
planning of our Group. He is also the chairman of the Nomination
Committee, and a member of the Remuneration Committee.

Mr. KM Luk has more than 50 years of experience in the
E&M engineering industry, with a focus on the development
of automatic fare collection and railway transportation control
systems. In August 1977, Mr. Luk founded KML Engineering, the
principal subsidiary of our Group as a contractor for providing
services in the fields of electrical power engineering, signalling and
communication engineering, and computer-based toll collection
systems, etc.

Mr. KM Luk obtained an ordinary certificate in electrical
engineering in June 1965 and an ordinary certificate in mechanical
engineering in June 1966 from City Guilds of London Institute,
the United Kingdom. He also obtained a higher national
certificate of electrical and electronic engineering awarded by
The Institution of Electrical Engineers (currently known as the
Institution of Engineering and Technology) and the Institution of
Electronic and Radio Engineers in conjunction with the Scottish
Education Department in August 1967, and a certificate of a
one-year full-time course in electrical engineering from Paisley
College of Technology, the United Kingdom, in October 1968.
In July 1996, he obtained a continuing education certificate in
occupational safety and health from the City University of Hong
Kong, Hong Kong. He completed a diploma course in marketing
and international business in November 1995 and a diploma
course in management communication in February 1998 from the
Chinese University of Hong Kong, Hong Kong. He was awarded
the Professional Diploma in Corporate Governance & Directorship
jointly by the Hong Kong Institution of Directors and Hong Kong
Productivity Council in September 2003.

Mr. KM Luk was registered as a Chartered Engineer (CEng) by
The Institution of Electronic and Radio Engineers, the United
Kingdom, in November 1973, and a Chartered Engineer by
the Council of Engineering Institutions, the United Kingdom, in
December 1974. He was admitted a member and registered as
a Chartered Electrical Engineer by The Institution of Electrical
Engineers (currently known as the Institution of Engineering and
Technology), the United Kingdom, in June 1974 and registered as
a Chartered Engineer by the Council of Engineering institutions,
the United Kingdom, in December 1974. He was also admitted
as a member of the Hong Kong Institution of Electrical Engineers
in July 1975, a member of Institution of Railway Signal Engineers
in December 1988, and a member of Hong Kong Association of
Energy Engineers in 2009. He was nominated as the Country Vice
President of Institution of Railway Signal Engineers for Hong Kong,
China in March 2011.

Mr. KM Luk is the father of Mr. Luk Kwai Lung (“Mr. KL Luk”) and
Mr. Luk Yin Cheung (“Mr. YC Luk”), both our Executive Directors.
Mr. KM Luk is also the spouse of Ms. Leung Kwok Yee (“Madam
Leung”), our Controlling Shareholder, and the father-in-law of Ms.
Woo Siu Wai, our company secretary.
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Mr. Chan Chak Lun Philip (FRZB), aged 56, is an Executive
Director and our chief executive officer. Mr. Chan is responsible for
overseeing the daily operations and overall general management
of our Group. Mr. Chan is also a member of the Risk Management
Committee.

Mr. Chan has more than 30 years of experience in E&M
engineering, specialised in designing and developing automatic
fare collection and railway transportation control systems. Prior to
joining our Group, Mr. Chan was worked s in United Dockyards
from July 1981 to September 1984 and in G.E.C (Hong Kong)
Limited from November 1984 to August 1985. He joined KML
Engineering in October 1987 as a mechanical engineer and
was subsequently promoted to manager of mechanical division
in January 1991 and general manager of advanced products
department in May 2002. He became the operation director of
KML Engineering from October 2009 to March 2017 and has been
the managing director since April 2017. He has been a member of
The Hong Kong Institute of Directors in April 2018.

Mr. Chan has been a director of KML Engineering since June
1991. He is a technical director and one of the authorised
signatories appointed by KML Engineering for its qualification as
a Registered Minor Works Contractor for Type A and Type C of
Class Il & lll under the Buildings Ordinance since September 2011.

Mr. Chan obtained a degree of Bachelor of Engineering with first
class honours in mechanical engineering from the University of
Newcastle, the United Kingdom, in July 1987, and a degree of
Master of Science in Engineering from The University of Hong
Kong, Hong Kong, in November 1993.

Mr. Chan was admitted as graduate of the Hong Kong Institution
of Engineers in March 1988, and a member of The Institution
of Electrical Engineers (currently known as the Institution of
Engineering and Technology), the United Kingdom, and registered
as a Chartered Engineer (CEng) by the Engineering Council (UK)
in April 2003. He was elected as a member of the Institution of
Mechanical Engineers, the United Kingdom, in October 2016. He
has been a member of The Hong Kong Institute of Directors in
April 2018.

Mr. Luk Kwai Lung (BE & &), aged 41, is an Executive
Director. Mr. KL Luk is responsible for overseeing the business
development and marketing of our Group. Mr. KL Luk has been
a director of KML Technology Limited (“KML Technology”) and
KML Engineering since February 2012 and November 2015
respectively. Mr. KL Luk is one of the authorised signatories
appointed by KML Engineering for its qualification as a Registered
Minor Works for Type A of Class Il & lll under the Buildings
Ordinance since September 2011. Mr. KL Luk is also a member of
the Risk Management Committee.

Mr. KL Luk joined our Group in January 2003 and developed
comprehensive experiences in process management in various
departments in KML Engineering. He was promoted to installation
manager in April 2015 and deputy managing director in December
2015. Mr. KL Luk also acted as the project manager for various
projects undertaken by our Group in the past eight years.
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Mr. KL Luk obtained a degree of Bachelor of Science in hotel
administration from University of Nevada, Las Vegas, the United
States, in December 2000, a degree of Master of Science in
administrative studies from Boston University, the United States,
in May 2002, and a degree of Master of Science in engineering
business management from the Hong Kong Polytechnic
University, Hong Kong, in November 2010. He has been a
member of The Hong Kong Institute of Directors in November
2017.

Mr. KL Luk is a son of Mr. KM Luk, our founder, Executive Director
and chairman of our Board, and the elder brother of Mr. YC Luk,
an Executive Director. Mr. KL Luk is the elder son of Madam
Leung, our Controlling Shareholder, and the brother-in-law of Ms.
Woo Siu Wai, our company secretary.

Mr. Luk Yin Cheung (BEE#), aged 39, is an Executive Director.
Mr. YC Luk is responsible for overseeing the operation support
of our Group, including sourcing and project administration of
our Group. Mr. YC Luk has been a director of KML Technology
and KML Engineering since February 2012 and November
2015 respectively. Mr. YC Luk is also a member of the Risk
Management Committee.

Mr. YC Luk joined our Group in June 2006. In the past 10 years,
Mr. YC Luk has gained vast experience in providing training
on occupation safety, purchasing, inventory and logistics
management in the E&M engineering industry.

Mr. YC Luk graduated with a degree of Bachelor of Business
Administration from The University College of the Cariboo,
Canada, in December 2002. He was awarded the Postgraduate
Diploma in Marketing by The University of Hong Kong School of
Professional and Continuing Education in association with the
Chartered Institute of Marketing, Hong Kong, in March 2007.
He was elected an affiliate member of The Chartered Institute of
Logistics and Transport in Hong Kong in May 2016 and was a
member of The Hong Kong Institute of Directors in November
2017. To promote the occupational safety of our Group, Mr. YC
Luk also was awarded a Diploma in Occupational Health and
Safety by the Li Ka Shing Institute of Professional and Continuing
Education, The Open University of Hong Kong in January 2017.

Mr. YC Luk is a son of Mr. KM Luk, our founder, Executive
Director and chairman of our Board, and the younger brother of
Mr. KL Luk, an Executive Director. Mr. YC Luk is the younger son
of Madam Leung, our Controlling Shareholder, and the spouse of
Ms. Woo Siu Wai, our company secretary.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lau On Kwok (%% El), aged 51, was appointed as an
Independent Non-executive Director on 20 September 2017. Mr.
Lau is the chairman of the Audit Committee and a member of the
Remuneration Committee.

Mr. Lau has extensive experience in the fields of financial
management, corporate governance and direct investment. He
started his career as accounting professional in an international
accountancy firm. Mr. Lau was an executive director at China
Assets Investment Management Limited andwas also the
company secretary and a member of investment committee of
China Assets (Holdings) Limited, a company listed on the Stock
Exchange (stock code: 170) from April 2004 to December 2010.
He was a director of Shandong Lukang Pharmaceutical Company
Limited, the shares of which are listed on the Shanghai Stock
Exchange (stock code: 600789), from May 2007 to April 2012.
From May 2009 to January 2011, Mr. Lau was an independent
non-executive director of Sheng Yuan Holdings Limited, a
company listed on the Stock Exchange (stock code: 0851).
He was employed by Sheng Yuan Asset Management Limited
from January 2011 to August 2014, where his last position was
executive director. He also assumed the duties of the managing
director of Sheng Yuan Investment Advisors Limited from January
2011 to December 2013. Mr. Lau has been the company
secretary and financial controller at Winshine Science Company
Limited, a company listed on the Stock Exchange (stock code:
209), since November 2014.

Mr. Lau obtained a degree of Bachelor of Arts in accounting and
financial analysis from University of Newcastle upon Tyne in June
1990 and a degree of Master of Science in financial management
from University of London in December 1998. He also obtained a
Diploma on Practices in Chinese Laws and Regulations affecting
Foreign Business jointly awarded by Southwest University of
Political Science and Law and the Hong Kong Management
Association in December 1999.

Mr. Lau has been an associate member of the Hong Kong Institute
of Certified Public Accountants since July 1995 and a fellow of
The Association of Chartered Certified Accountants, the United
Kingdom, since May 2000.

Mr. Law Wing Chi Stephen (K %&), aged 48, was appointed as
an Independent Non-executive Director on 20 September 2017.
Mr. Law is the chairman of the Risk Management Committee, and
a member of each of the Audit Committee and the Nomination
Committee.

Mr. Law has extensive experience in financial management and
professional accounting. He was the chief finance officer of
Diamondlite Limited, one of the leading jewellery manufacturer in
the PRC. Having started his career as a professional accountant
in an international accountancy firm, Mr. Law has undertaken
key financial management positions in companies engaged in a
variety of industries. Mr. Law has been an executive director and
company secretary of Kai Yuan Holdings Limited, a company
listed on the Stock Exchange (stock code: 1215), since May 2011
and February 2014 respectively and is also currently their chief
financial officer.
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Mr. Law obtained a degree of Bachelor of Arts in Accountancy
from the City University of Hong Kong, Hong Kong, in November
1993. Mr. Law has been an associate member of the Hong Kong
Institute of Certified Public Accountants since April 1997.

Dr. Tse Chi Kong (#&HI), aged 53, was appointed as an
Independent Non-executive Director on 20 September 2017. Dr.
Tse is the chairman of the Remuneration Committee, a member of
each of the Audit Committee and the Nomination Committee.

From September 1991 to April 2005, Dr. Tse worked as a
lecturer, assistant professor, associate professor and professor
in the department of electronic and information engineering (“EIE
Department”) of the Hong Kong Polytechnic University, Hong
Kong. Dr. Tse was the head of EIE Department from August 2005
to December 2012. Since May 2005, He has also been the chair
professor of electronic engineering in the EIE Department. Dr.
Tse has been appointed as a member of the research projects
assessment panel of Innovation and Technology Fund, a fund
administered by the Innovation and Technology Commission of
the Government of Hong Kong, for a term from January 2017
to December 2018. He was re-appointed as a member of the
Quality Education Fund Steering Committee, which advises
the government of Hong Kong on the policies and procedures
governing the operation of the Quality Education Fund, in January
2017 for a term of two years. Dr. Tse is currently a member of the
council of the Confucius Institute of Hong Kong, an institute under
the faculty of humanities of the Hong Kong Polytechnic University,
Hong Kong and a member of the board of governers of the Hong
Kong Sinfonietta.

Dr. Tse obtained a degree of Bachelor of Engineering in March
1988 and a degree of Doctor of Philosophy from The University of
Melbourne, Australia, in October 1991.

Dr. Tse has been elected to the grade of fellow of the Institute
of Electrical and Electronic Engineers, Inc., New York, since
2006. Dr. Tse has been a Chartered Professional Engineer with
Engineers Australia since February 1994 and a Fellow of Engineers
Australia, since September 2009.
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SENIOR MANAGEMENT

Mr. Hui Wah Pui (EFE1E), aged 60, is a director of KML
Engineering and is responsible for providing general advice
relating to formulation of solutions, technical and commercial
feasibility, and planning and implementation of our projects. Mr.
Hui joined our Group in October 1983 He subsequently serves
KML Transtech Limited in August 2000, as the president until July
2002 and re-joined KML Engineering in August 2002. He has been
appointed as a director of KML Engineering since October 2009.

Mr. Hui has more than 30 years of experience in the field of railway
and transportation technology.

Mr. Hui obtained a Higher Certificate in Electrical Engineering
(Distinction) (Part-time Day Release) from the Hong Kong
Polytechnic, (currently known as The Hong Kong Polytechnic
University) Hong Kong, in November 1979.

Mr. Hui was admitted as a member of the Institution of
Engineering and Technology, the United Kingdom, and registered
as a Chartered Engineer by the Engineering Council, the United
Kingdom, in July 2001. He was admitted as member of the Hong
Kong Institution of Engineers, Hong Kong, in May 2010 and
is currently admitted to the discipline in Electrical and Control,
Automation & Instrumentation. He was registered as a Registered
Professional Engineer in October 2016 by the Hong Kong
Engineers Registration Board under the Engineers Registration
Ordinance (Chapter 409 of the Laws of Hong Kong).

Ms. Wai Hang Ying Helen (% %), aged 43, is a director of
KML Engineering. Ms. Wai joined our Group in December 1997
and has been responsible for overall administration, human
resources and risk management of our Group. Ms. Wai has been
a director of KML Engineering since October 2009.

Ms. Wai obtained a degree of Bachelor of Arts in public and social
administration in December 1996 and a Degree of Master of Arts
in professional accounting and information systems in November
2003, both from the City University of Hong Kong. She was also
awarded the Graduate Diploma of Financial Services by Deakin
University, Australia, in October 2009. Ms. Wai was admitted as a
fellow Certified Insurance Professional by the Australian and New
Zealand Institute of Insurance and Finance in August 2009.

Mr. Tung Tsz On (E¥ %), aged 49, is the chief engineer of our
Group. Mr. Tung is responsible for research and development,
planning and formulation and supervising the implementation of
our projects with provision of day-to-day technical and expert
advice to our Group. Mr. Tung is one of the authorised signatories
of KML Engineering for its qualification as a Registered Minor
Works Contractor for Type A and Type C of Class Il & lll under the
Buildings Ordinance since September 2011.
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Mr. Tung joined our Group in February 2003 as a system engineer
and was promoted to the position of chief engineer in April 2010.
Mr. Tung has more than 10 years of experience in design and
management of E&M engineering projects covering a variety of
systems such as automatic control system, car park system,
security system and point of sales system etc. He has expertise
in handling maintenance work for electronic systems, as well as
participating in development and implementation of automatic fare
collection systems.

Mr. Tung obtained an Advanced Diploma in network engineering
granted by the Hong Kong Productivity Council in December
2000.

Ms. Law Shuk Ming (2 Bf), aged 47, is our chief accountant,
being responsible for day-to-day accounting and financial
reporting of our Group. Ms. Law joined our Group in May 1995
and was subsequently promoted to senior accounting officer and
chief accountant in April 2013 and November 2017, respectively.

Ms. Law obtained a degree of Bachelor of Business Administration
from Capstone University, the United States, in November 2007.
Ms. Law completed the Accounting Technician Examination by
Hong Kong Institute of Accredited Accounting Technicians in
December 2005.

COMPANY SECRETARY

Ms. Woo Siu Wai (#&57F), aged 38, is our company secretary,
responsible for company secretarial matters, human resources
and administrative duties. Ms. Woo joined our Group in April 2011
and was subsequently promoted to administration manager in
October 2016.

Before joining our Group, Ms. Woo worked at Success Light
Investment Limited from February 2004, and last held the position
of company secretarial assistant in the finance department before
her departure in April 2011.

Ms. Woo obtained a degree of Bachelor of Arts from the faculty
of social sciences of the University of Victoria, Canada, in
October 20083, and a degree of Master of Science in Professional
Accounting and Corporate Governance from City University
of Hong Kong, Hong Kong, in November 2008. Ms. Woo was
admitted as an associate of the Hong Kong Institute of Chartered
Secretaries and an associate of the Institute of Chartered
Secretaries and Administrators in August 2010.

Ms. Woo is the spouse of Mr. YC Luk, our Executive Director, the
daughter-in-law of Mr. KM Luk, our Controlling Shareholder and
Executive Director, the daughter-in-law of Madam Leung, our
Controlling Shareholder, and the sister-in-law of Mr. KL Luk, our
Executive Director.

COMPLIANCE OFFICER
Mr. Luk Yin Cheung (BEZ &), aged 39, has been appointed as

the compliance officer of our Company. His biography is set out in
the subsection headed “Executive Directors” in this section.
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Report of Directors
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The Board is pleased to present its report together with the
audited consolidated financial statements of the Group for the year
ended 31 March 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and its
subsidiaries are principally engaged in the provision of electrical
and mechanical engineering solutions and services. Analysis of
the principal activities of the Group during the year ended 31
March 2018 is set out in the note 6 to the consolidated financial
statements.

RESULTS

The results of the Group for the year ended 31 March 2018 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 69 of this annual report.

FINAL DIVIDENDS

The Board did not recommend the payment of a final dividend for
the year ended 31 March 2018 (2017: nil).

BUSINESS REVIEW

A review of the business of the Group as at 31 March 2018 and
a discussion on the Group’s future business development are set
out in the paragraphs headed “Business Review” and “Outlook”
under the section headed “Management Discussion and Analysis”
of this annual report respectively. Descriptions of possible risks
and uncertainties that the Group may be facing are provided in
paragraphs headed “Principal Risks and Uncertainties” under the
section headed “Management Discussion and Analysis” of this
annual report. An analysis of the Group’s performance during the
year using financial key performance indicators is provided in the
Financial Highlights on page 5 of this annual report.

In addition, discussions on the Group’s environmental policies
and performance, important relationships with its stakeholders
and compliance with relevant laws and regulations are contained
and available in this Report of Directors. The above discussions
constitute part of this Report of Directors.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group recognises that all employees have the social obligation
to preserve and enhance the quality of the environment. We
strive to protect the environment in the course of our business
activities by preventing pollution, reducing adverse impact on
climate change and enhancing sustainable development. These
policies are supported by our employees and are implemented
effectively. At the same time, the Group recognises the importance
of compliance with regulatory requirements and applicable laws
and regulations. During the year ended 31 March 2018, the
Group has complied in material respects with environmental
laws and regulations including Air Pollution Control (Construction
Dust) Regulation, Waste Disposal (Chemical Waste) (General)
Regulation of Waste Disposal Ordinance, Waste Disposal (Charges
for Disposal of Construction Waste) Regulation, Noise Control
Ordinance, Noise Control (General) Regulation and Noise Control
(Hand Held Percussive Breakers) Regulations.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group recognises the importance of compliance with
regulatory requirements and the risks of non-compliance with the
applicable laws and regulations. The major laws and regulations
relating to the Group’s business and operations include the
Electricity Ordinance, Security and Guarding Services Ordinance,
Building (Minor Works) Regulation, Construction Industry Council
Ordinance and the Subcontractor Registration Scheme. During
the year ended 31 March 2018 and up to the Date of this Report,
the Group has complied in material respects with the relevant laws
and regulations that have a significant impact on the business and
operation of the Group. There was no material breach or non-
compliance with the applicable laws and regulations by the Group
during the year ended 31 March 2018 and up to the Date of this
Report. And the Group has complied with all relevant requirements
including financial, technical, management and personal criteria
applicable to each respective laws and regulations.
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RELATIONSHIP WITH KEY STAKEHOLDERS

Employees

As at 31 March 2018, the Group employed 212 employees.
We maintained a good working relationship with our employees
and we did not experience any labour disputes during the year
ended 31 March 2018. Recruitment in the E&M engineering
service industry is highly competitive, especially with respect to
the recruitment of qualified engineering staff. We believe we are
hiring high-quality employees in the market by offering competitive
wages and benefits and comprehensive training opportunities. We
have facilitated the recruitment through a variety of channels, such
as newspapers, internet websites, recruitment agencies, career
talks and internal referrals. We believe our continuous efforts will
help us attract suitable personnel.

Customers

Qur customers comprise mainly transportation companies and
other engineering companies in Hong Kong and Taiwan and also
various departments of the Hong Kong Government. We maintain
business relationship with our top one customer since year 1978.
We usually enter into agreements with our customers on project
basis and the majority of such contracts have term over one year.
Most of our project contracts are fixed price contracts. The lump
sum price is usually determined based on factors including project
requirements and estimated cost of materials, labour and time
required for completion of the projects.

Suppliers

The Group sources equipment, parts and components from
our suppliers. The principal materials and equipment used by
our E&M engineering business include steel and copper parts,
switchboards, and various mechanical equipment. Most of these
materials and equipment are sourced from local suppliers or
imported mainly from Germany, Taiwan and the PRC.

FINANCIAL SUMMARY

A summary of the Group’s results, assets and liabilities for the last
three financial years is set out on page 116 of this annual report.
This summary does not form part of the audited consolidated
financial statements.

USE OF NET PROCEEDS FROM LISTING

The net proceeds from the Listing of the Company on
the GEM of the Stock Exchange on the Listing Date (after
deducting underwriting fees and related expenses) amounted
to approximately HK$36.0 million. As at 31 March 2018, the
Company had used approximately HK$5.4 of the net proceeds for
the purposes as disclosed in the Prospectus, representing 15.0%
of the net proceeds for the Listing.
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MAJOR CUSTOMERS, SUPPLIERS AND
SUBCONTRACTORS

Major Customers

For the year ended 31 March 2018, the Group’s sales to its five
largest customers accounted for 85.5% (2017: 87.5%) of the
Group’s total revenue and our single largest customer accounted
for 57.6% (2017: 61.0%) of the Group’s total revenue.

Major Suppliers

For the year ended 31 March 2018, the Group’s five largest
suppliers accounted for 40.2% (2017: 39.2%) of the Group’s total
purchases and our single largest supplier accounted for 20.9%
(2017: 15.1%) of the Group’s total purchases.

Major Subcontractors
For the year ended 31 March 2018, the Group’s five largest
subcontractors accounted for 92.2% (2017: 73.0%) of the
Group’s total subcontracting cost and our single largest
subcontractor accounted for 32.8% (2017: 26.4%) of the Group’s
total subcontracting cost.

During the year ended 31 March 2018, none of the Directors
or any of their close associates or any Shareholders (which, to
the best knowledge of the Directors, own more than 5% of the
number of issued shares of the Company) had any interest in the
Group'’s five largest customers, suppliers and subcontractors.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the

Company and the Group during the year ended 31 March 2018
are set out in note 13 to the consolidated financial statements.

SHARE CAPITAL
Details of movements in the share capital of the Company during

the year ended 31 March 2018 are set out in note 22 to the
consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year ended 31 March 2018 are set out on page
71 in the consolidated statement of changes in equity.
DISTRIBUTABLE RESERVES

As at 31 March 2018, the Company’s reserves available for
distribution, amounted to approximately HK$57.9 million (2017:
approximately HK$85.1 million).

BANK LOANS AND OTHER BORROWINGS

The Company and the Group did not have any bank loans and
other borrowings during the year ended 31 March 2018.
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DIRECTORS

The Directors of the Company during the year ended 31 March
2018 and up to the date of this annual report are:

Executive Directors
Mr. Luk Kam Ming (Chairman)
(appointed on 9 June 2017)
Mr. Chan Chak Lun, Philip (Chief Executive Officer)
(appointed on 9 June 2017)
Mr. Luk Kwai Lung
(appointed on 5 May 2017)
Mr. Luk Yin Cheung
(appointed on 5 May 2017)

Independent Non-executive Directors
Mr. Lau On Kwok
(appointed on 20 September 2017)
Mr. Law Wing Chi, Stephen
(appointed on 20 September 2017)
Dr. Tse Chi Kong
(appointed on 20 September 2017)

In accordance with article 83(3) of the Articles of Association of the
Company (the “Articles of Association”), any Director appointed
to fill a casual vacancy on the Board shall hold office until the first
general meeting of the Shareholders after his appointment and
be subject to re-election at such meeting, or as an addition to
the existing Board shall hold office only until the next following
annual general meeting of the Company and shall then be eligible
for re-election. Accordingly, all Directors shall hold office until the
forthcoming annual general meeting (“AGM”). All of the above
retiring Directors, being eligible, will offer themselves for re-election
at the AGM.

Details of the Directors to be re-elected at the AGM are set out in
the circular to be despatched to the Shareholders.

DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the
Company are set out on pages 16 to 22 of this annual report.

CONFIRMATION OF INDEPENDENCE OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Company has received an annual confirmation of
independence pursuant to rule 5.09 of the GEM Listing Rules
from each of the independent non-executive Directors and the
Company considers such Directors to be independent during
the period from the Listing Date to 31 March 2018 (the “Relevant
Period”) and remain so as at the date of this annual report.
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DIRECTORS’ SERVICE CONTRACTS AND LETTERS OF
APPOINTMENT

Each of the executive Directors has signed a service contract
with the Company for a term of three years commencing from
the Listing Date, which may be renewable subject to both parties’
agreement.

Each of the independent non-executive Directors has signed a
letter of appointment with the Company for a term of three years
commencing from the Listing Date, which may be renewable
subject to both parties’ agreement.

None of the Directors has a service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

No Director or his connected entity had a material interest, either
directly or indirectly, in any transaction, arrangement or contract of
significance to the business of the Group to which the Company,
or any of its subsidiaries or fellow subsidiaries was a party during
the Relevant Period.

CONTRACTS OF SIGNIFICANCE

Saved as disclosed in this annual report, during the Relevant
Period, no contract of significance in respect of provision of
services or otherwise was entered into between the Company
or it subsidiaries and the controlling shareholders or his/her/its
subsidiaries.

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 Relevant Period and up to
the date of this annual report.

EMOLUMENT POLICY

A remuneration committee was set up for reviewing the Group’s
emolument policy and structure for all remuneration of the
directors and senior management of the Group, having regard
to the Group’s operating results, individual performance of the
directors and senior management and comparable market
practices.

Details of the emoluments of the Directors, and five highest paid

individuals during the year ended 31 March 2018 are set out in
note 8 to the consolidated financial statements.

RETIREMENT AND EMPLOYEE BENEFITS SCHEME
Details of the retirement and employee benefits scheme of the

Company are set out in note 25 to the consolidated financial
statements.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITION IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 March 2018, the interests and short positions of
the Directors and the chief executive of the Company in the
Shares, underlying Shares and debentures of the Company or
its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (“SFQO”)) which have been
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have under
such provisions of the SFO), which were recorded in the register
required to be kept pursuant to Section 352 of the SFO; or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Rules 5.46 to 5.67 of the GEM Listing Rules were
as follows:

EERIBTRAESRRND - HEROREEENEZR LR

RIZ-NF=ZA=1+—R  EFZRARFIBTHRAERAEAR
RIS EARES AR (F% R EF LB EA(TEF LR E ) EXV
BBt - ABRERR D R EHEE T A RIRCGE H RS (&HDEXVER
78N RAME AR B R MR MoK R (RERE(ES
EHEGEIDBERGXRAREFERNEZIAR)  HBAEL
RBCRE 7 R I E 15 P1) 56 362 RF E M B R - SRIBGEM £
MARAIZES.46 £5.67 RASTTHMEARB R ANER AR
LU

Approximate
percentage of

Long/short Shareholding in

Name Capacity/nature of Interest Number of Shares position @ the Company (%)
REQTH

HE B, REntE R EE "AE KBS FREBAE DT
Mr. KM Luk Beneficial owner; interest of spouse 162,000,000 L 40.5
FEE AR AL EmMAA  IBER
Mr. KL Luk @ Interest in controlled corporation 138,000,000 L 34.5
BEFR 4R ZiEAE RS
Mr. YC Luk @ Interest in controlled corporation 138,000,000 L 34.5
BEEE LR R AE R
Notes: Hist -

(1) Mr. KM Luk directly holds 105,000,000 Shares. Since Mr. KM Luk is
the spouse of Madam Leung, Mr. KM Luk is deemed to be interested
in all the Shares in which Madam Leung is interested or deemed to be
interested under the SFO, which is 57,000,000 Shares.

@) Each of Mr. KL Luk and Mr. YC Luk owns one common share in KML
Holdings Limited (“KML Holdings”), representing 50% of the issued
share capital of KML Holdings carrying voting rights. Mr. KL Luk and
Mr. YC Luk are deemed to be interested in all Shares in which KML
Holdings is interested or deemed to be interested under the SFO, which is
138,000,000 Shares.

3) The Letter “L” denotes the entity/person’s long position in the Shares.

Save as disclosed above, as at 31 March 2018, none of the
Directors or the chief executive of the Company had or was
deemed to have any interest or short position in the Shares,
underlying Shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) that was
required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to
have taken under such provisions of the SFO), or required to be
recorded in the register required to be kept under Section 352 of
the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing
Rules.

(1) BERE RS A B EHER 105,000,000 BRR 17 o I REERE BF 75 4 BRZ 1 HYHE
18 EESE B A A1 AR R L I B B IRIE 75 R R 1RO 4R
(EE B RS BTE R 7 (F157,000,000 B8A%15) i B #E2s

@) BEFERIELEREEESEESEHET —RKML Holdings Limited ([KML
Holdings.]) &:#% (15 KML Holdings fi1 %18 Z#E2 B %77 AK#150%) °
[EF RS R EE S AR KML Holdings HEB 125 S IR 1F 855 R ATE 1%
Bl R 1A 1R B9 AT B AR (7 (BT 138,000,000 R A& 17) # 1 #E 7 ©
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 March 2018, to the best knowledge of the Directors,
the following persons (not being a Director or chief executive of
the Company) had interests or short positions in the Shares or
underlying Shares which fall to be disclosed to the Company and
the Stock Exchange under the provisions of Divisions 2 and 3 of
Part XV of the SFO as recorded in the register required to be kept
by the Company pursuant to section 336 of the SFO:

TERRRRMD  HEROREEINESZRAA

RoF—/\E=A=+—A  REFFRA  UTAL(LHFEF
SARFEBTHA B RAR ARG RABBR A AR AR IE
CGEF RS HD)E 36 AT RN EMATHNREGES R
B EODEXVBE 2 & 35 MHSTERAR ARE R BB
HAKR -

Approximate

Number of percentage of

Shares held/ Long/short Shareholding in

Name Capacity/nature of Interest interested © position © the Company (%)

®EBeRER RADTMW
e AR B HtE HRHEE © BREHKEO BREATEIE (%)
KML Holdings Beneficial owner 138,000,000 L 34.5
KML Holdings E=mAA
Madam Leung @ Beneficial owner; interest of spouse 162,000,000 L 40.5
R+ @ BERBEAA  RE#ER
Ms. Chan Patricia © Interest of spouse 138,000,000 L 34.5
PBRINEE 22 £+ O [IRL
Ms. Woo Siu Wai @ Interest of spouse 138,000,000 L 34.5
KRB 2 iRt
Notes: Htat -

(1) Each of Mr. KL Luk and Mr. YC Luk owns one common share in KML
Holdings, representing 50% of the issued share capital of KML Holdings
carrying voting rights. Mr. KL Luk and Mr. YC Luk also own approximately
50% and approximately 50%, respectively, of the issued preferred shares
in KML Holdings which do not carry voting rights but only rights to
dividends.

@) Madam Leung is the spouse of Mr. KM Luk. By virtue of the SFO, Madam
Leung is deemed to be interested in all the Shares in which Mr. KM Luk is
interested or deemed to be interested under the SFO, and vice versa.

3) Ms. Chan Patricia is the spouse of Mr. KL Luk. By virtue of the SFO, Ms.
Chan Patricia is deemed to be interested in all the Shares in which Mr. KL
Luk is interested or deemed to be interested under the SFO.

4) Ms. Woo Siu Wai is the spouse of Mr. YC Luk. By virtue of the SFO, Ms.
Woo Siu Wai is deemed to be interested in all the Shares in which Mr. YC
Luk is interested or deemed to be interested under the SFO.

(5) The Letter “L” denotes the entity/person’s long position in the Shares.

Save as disclosed above, as at 31 March 2018, the Directors
were not aware of any persons (who were not Directors or chief
executive of the Company) who had an interest or short position
in the Shares or underlying Shares of the Company which would
fall to be disclosed to the Company and the Stock Exchange
under Divisions 2 and 3 of Part XV of the SFO, or which would be
required, pursuant to Section 336 of the SFO, to be entered in the
register referred to therein.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this annual report, at no time
during the Relevant Period was the Company or any of its
subsidiaries a party to any arrangement that would enable the
Directors to acquire benefits by means of acquisition of shares in,
or debentures of, the Company or any other body corporate, and
none of the Directors or any of their spouses or children under
the age of 18 were granted any right to subscribe for the equity
or debt securities of the Company or any other body corporate or
had exercised any such right.

SHARE OPTION SCHEME

In order to recognise and acknowledge the contributions that the
directors and employees of the Group have made or may make to
the Group, the Company approved and adopted the share option
scheme pursuant to the written resolutions of the Shareholders
passed on 20 September 2017 (the “Share Option Scheme”).

(i) The Board may, at its absolute discretion and on such
terms as it may think fit, grant an option to subscribe any
director or employee of the Group, from time to time on the
basis of his/her contribution or potential contribution to the
development and growth of the Group.

(ii) The maximum number of Shares in respect of which
options may be granted under the Share Option Scheme
must not in aggregate exceed 40,000,000 Shares,
representing 10% of the total number of Shares in issue
as at the date of this annual report. From the date of the
adoption of the Share Option Scheme and up to 31 March
2018, no option had been granted pursuant to the Share
Option Scheme.

@iy  The total number of Shares issued and to be issued upon
exercise of options granted to any participant (including
both exercised an outstanding options) under the Share
Option Scheme, in any 12-month period up to the date
of grant shall not exceed 1% of the Shares in issue. Any
further grant of options in excess of such limit must be
separately approved by Shareholders in general meeting
with such grantee and his/her close associates abstaining
from voting.

(ivy  An option may be exercised in accordance with the terms
of the Share Option Scheme at any time during a period as
the Board may determine which shall not exceed 10 years
from the date of grant subject to the provisions of early
termination thereof.

(v) An offer for the grant of options must be accepted within
three business days from the date of offer. The amount
payable by the eligible persons of an option to the Company
on acceptance of the offer for the grant of an option is
HK$10.
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(v)  The subscription price of a Share in respect of any particular
option granted under the Share Option Scheme shall be
a price solely determined by the Board and notified to an
eligible person and shall not be less than the highest of:
(i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant
of the option, which must be a business day; (i) the
average closing prices of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five business
days immediately preceding the date of grant of the option;
and (jii) the nominal value of a Share on the date of grant of
the option.

(vl  The Share Option Scheme will remain in force for a
period of 10 years commencing on the Listing Date and
shall expire at the close of business on the business day
immediately preceding the 10th anniversary thereof unless
terminated earlier by the Shareholders in a general meeting.

No option has been granted by the Company under the Share
Option Scheme during the Relevant Period. The Company did
not have any outstanding share options, warrants derivatives or
securities which are convertible or exchangeable into the Shares
as at 31 March 2018 and up to the Date of this Report.

EQUITY-LINKED AGREEMENTS

Saved for the Share Option Schemes as set out in this annual
report, no equity-linked agreement that would or might result in
the Company issuing Shares, or that requiring the Company to
enter into an agreement that would or might result in the Company
issuing Shares, was entered into by the Company during the year
or subsisted at the end of the year.

DEBENTURES ISSUED

The Company did not issue any debentures for the year ended 31
March 2018.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the Relevant Period, neither the Company nor any of
its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of
Association or the laws of the Cayman Islands that would oblige
the Company to offer new Shares on a pro rata basis to the
existing Shareholders.
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NON-COMPETITION UNDERTAKING

Pursuant to the deed of non-competition dated 20 September
2017 (the “Deed of Non-competition”) entered into by the Group
and Mr. KM Luk, Madam Leung, Mr. KL Luk, Mr. YC Luk and
KML Holdings (collectively, the “Controlling Shareholders”) and as
covenators (collectively, the “Covenators”), each of the Covenators
has irrevocably and unconditionally undertaken to and covenanted
with the Company (for itself and as trustee for its subsidiaries) that,
subject to the exceptions as described in the Prospectus, during
the period that the Deed of Non-Competition remains effective,
he/she/it shall not, and shall procure that his/her/its associates
(other than any members of the Group) will not, during the term of
the Deed of Non-Competition, directly or indirectly, either for his/
her/its own account or in conjunction with or on behalf of or for
any other person, firm or company, whether for profit, reward or
otherwise, (i) carry on, participate in, be interested or engaged in,
or acquire or hold any right or interest (in each case whether as a
shareholder, partner, agent, consultant, employee or otherwise)
directly or indirectly in any business which is or likely to be in
competition with the business currently from time to time engaged
by the Group (the “Restricted Business”) in Hong Kong, Taiwan
and any other country or jurisdiction which any member of the
Group provides such services and/or in which any member of
the Group carries on its business currently and from time to time
(the “Territory”); (i) solicit, interfere with or endeavour to entice
away from any member of the Group any person, firm, company
or organisation who to his/her/its knowledge is now or has been
a customer, supplier, subcontractor or employee of any member
of the Group in the past twelve months before such proposed
engagement or employment; or (i) without prior written consent
of the Company, make use of any information pertaining to the
business, which have or may have come to his/her/its knowledge
in his/her/its capacity as a Controlling Shareholder and/or Director
for any purpose of his/her/its capacity as a Controlling Shareholder
and/or Director for any purpose of his/her/its engaging, investing
or participating in any Restricted Business in the Territory. For
details of the above, please refer to the Prospectus.

The Company has received confirmations from the Controlling
Shareholders confirming their compliance with the Deed of Non-
competition during the Relevant Period for disclosure in this annual
report.

The independent non-executive Directors have reviewed the Deed
of Non-competition during the Relevant Period and based on
the information and confirmation provided by or obtained from
the Controlling Shareholders and they were satisfied that the
Controlling Shareholders have duly complied with the Deed of
Non-competition during the Relevant Period.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

Save as disclosed in this annual report, during the Relevant
Period, none of the Directors or their respective associates had
engaged in or had any interest in any business which competes or
is likely to compete, either directly or indirectly, with the businesses
of the Group.
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CONNECTED TRANSACTIONS

During the Relevant Period, the Group entered into certain
connected transactions with the connected persons of the
Company, namely K M L Limited and Logistic Industrial Supply
Company Limited.

NON-EXEMPT CONTINUING CONNECTED
TRANSACTION

Tenancy Agreement

KML Engineering, a wholly-owned subsidiary of the Company,
as tenant entered into the tenancy agreement on 12 September
2017 (the “Tenancy Agreement”) with K M L Limited as landlord,
pursuant to which K M L Limited agreed to lease to KML
Engineering the Premises and certain parking spaces (as detailed
in the Prospectus). The Directors believe that the entering of this
Tenancy Agreement is necessary for the continuous use of the
premises and parking spaces by KML Engineering and the growth
and operations of the Group.

K M L Limited is a company incorporated in Hong Kong and
owned as to 78.2% by Golden Sail International Limited (“Golden
Sail”), which is wholly-owned by a trustee for a family trust
where the beneficiaries include Mr. KM Luk and Madam Leung.
Therefore, K M L Limited is an associate of each of Mr. KM Luk
and Madam Leung, and hence is a connected person of the
Company.

The principal terms of the Tenancy Agreement are set out below:

i) The term of the Tenancy Agreement is for a fixed term
commencing on the Listing Date and expiring on 31 March
2020 unless terminated earlier upon certain events of
default as provided in the Tenancy Agreement.

(ii) From the Listing Date to 31 March 2018, the monthly
rent of HK$371,000 per calendar month payable by KML
Engineering (exclusive of management fees, government
rates and rent and outgoings).

(i) The maximum aggregate rent payable by KML Engineering
under the Tenancy Agreement for the year ended 31 March
2018 sets out as below:

Maximum aggregate rent S5 ey k|

The actual aggregate rent payable by KML Engineering under the
Tenancy Agreement for the year ended 31 March 2018 amounted
to HK$2.0 million.
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During the Relevant Period, the independent non-executive
Directors have reviewed the aforesaid continuing connected
transactions and confirmed that the transactions have been
entered into:

(i) in the ordinary and usual course of business of the Group;
(ii) on normal commercial terms; and

(iii) in accordance with relevant agreement governing them on
terms that are fair and reasonable and in the interests of the
Shareholders as a whole.

The external auditor of the Company (the “Auditor”) has performed
the audit procedures regarding the continuing connected
transactions entered into by the Group during the Relevant Period
and based on its work, the Auditor provided the Board with a
letter confirming that, with respect to the aforesaid continuing
connected transaction:

(i) the transactions have been approved by the Board;

(ii) the transactions were entered into, in all material respects,
in accordance with the relevant agreements governing the
transactions; and

@iy  the aggregate amounts of the transactions have not
exceeded the relevant caps as set by the Company.

The related party transactions as disclosed in Note 24 to the
consolidated financial statements constituted as connected
transactions or continuing connected transactions as defined in
Chapter 20 of the GEM Listing Rules and in compliance with the
disclosure requirements under Chapter 20 of the GEM Listing
Rules.

Save as disclosed in this annual report, during the Relevant
Period, the Company had no connected transactions or continuing
connected transactions which fell to be disclosed in accordance
with the provisions under Chapter 20 of the GEM Listing Rules in
relation to the disclosure of connected transactions and continuing
connected transactions.
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MATERIAL LEGAL PROCEEDINGS

For the year ended 31 March 2018, the Company was not
engaged in any litigation or arbitration of material importance
and no litigation or claim of material importance is known to the
Directors to be pending or threatening against the Company.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles, Directors and senior officers of the
Company shall be entitled to be indemnified out of the assets of
the Company against all losses or liabilities which he may sustain
or incur in or about the execution of the duties of his office or
otherwise in relation thereto, and no Director or officer shall be
liable for any loss, damages or misfortune which may happen
to or be incurred by the Company in the execution of the duties
of his office or in relation thereto. The Company has arranged
appropriate Directors and officers liability insurance coverage for
the Directors and officers of the Company since the Listing Date.

SUBSEQUENT EVENTS

Since 31 March 2018 to the Date of this Report, there was no
important events affecting the Group.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
had, together with the management and the Auditor, reviewed the
accounting principles and policies adopted by the Group and the
consolidated financial statements for the year ended 31 March
2018.

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 38 to 51 of this annual
report.

The compliance officer of the Company is Mr. Luk Yin Cheung,
whose biographical details are set out on page 18 of this annual
report. The company secretary is Ms. Woo Siu Wai who satisfies
the qualification requirements under Rules 5.14 and 11.07 of the
GEM Listing Rules as the company secretary of the Company. Ms.
Woo’s biographical details are set out on page 22 of this annual
report.
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INTERESTS OF COMPLIANCE ADVISER

As notified by the Company’s compliance adviser, Kingsway
Capital Limited (“Kingsway Capital”), neither Kingsway Capital
nor any of its directors or employees or close associates had
any interest in the share capital of the Company or any member
of the Group (including options or rights to subscribe for such
securities) or otherwise in relation of the Company which is
required to be notified to the Company pursuant to Rule 6A.32
of the GEM Listing Rules and all Directors and the Controlling
Shareholders and their respective close associates as referred to
in Rule 11.04 of the GEM Listing Rules (except for the compliance
adviser service provided by Kingsway Capital as at the Date of this
Report).

SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and to the
best knowledge of the Directors, at least 25% of the Company’s
total issued shares, the prescribed minimum percentage of public
float approved by the Stock Exchange and permitted under the
GEM Listing Rules, was held by the public at all times during the
Relevant Period and up to the date of this annual report.

AUDITOR

Deloitte Touche Tohmatsu was appointed as the Auditor for
the year ended 31 March 2018. The accompanying financial
statements prepared in accordance with Hong Kong Financial
Reporting Standards have been audited by Deloitte Touche
Tohmatsu.

On behalf of the Board

KML Technology Group Limited
Luk Kam Ming

Chairman and Executive Director

Hong Kong, 19 June 2018
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CORPORATE GOVERNANCE PRACTICE

The Group is committed to maintaining high standards of
corporate governance to safeguard the interests of the
Shareholders and to enhance corporate value and accountability.
The Company has adopted the Corporate Governance Code (the
“CG Code”) as set out in Appendix 15 to the GEM Listing Rules as
its own code of corporate governance. During the Relevant Period,
the Company has applied the principles as set out in the CG Code
contained in Appendix 15 to the GEM Listing Rules which are
applicable to the Company and has complied with the CG Code.

THE BOARD

Responsibilities

The Board is responsible for the overall leadership of the Group,
oversees the Group’s strategic decisions and monitors business
and performance. The Board has delegated the authority and
responsibility for day-to-day management and operation of the
Group to the senior management of the Group. To oversee
particular aspects of the Company’s affairs, the Board has
established four Board committees including the Audit Committee,
the remuneration committee (the “Remuneration Committee”), the
nomination committee (the “Nomination Committee”) and the Risk
Management Committee (together, the “Board Committees”). The
Board has delegated to the Board Committees responsibilities as
set out in their respective terms of reference.

All Directors had carried out duties in good faith and in compliance
with applicable laws and regulations, and have acted in the
interests of the Company and the Shareholders at all times.

The Company has arranged appropriate liability insurance in
respect of legal action against the Directors. The insurance
coverage will be reviewed on an annual basis.

Board Composition
The Board comprises four executive Directors and three
independent non-executive Directors as follows:

Executive Directors:

Mr. LUK Kam Ming

Mr. CHAN Chak Lun Philip
Mr. LUK Kwai Lung

Mr. LUK Yin Cheung

Independent Non-executive Directors:
Mr. LAU On Kwok

Mr. LAW Wing Chi Stephen

Dr. TSE Chi Kong

The biographies of the Directors are set out under the section
headed “Directors and Senior Management” of this annual report.
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During the Relevant Period, the Board has met at all times the
requirements under Rules 5.05(1) and 5.05(2) of the GEM Listing
Rules relating to the appointment of at least three independent
non-executive Directors with at least one independent non-
executive Director possessing appropriate professional
qualifications or accounting or related financial management
expertise.

The Company has also complied with rule 5.05A of the GEM
Listing Rules relating to the appointment of independent non-
executive Directors representing at least one-third of the Board.

The Company believes that the diversity of Board members will
be immensely beneficial for the enhancement of the Company’s
performance. Therefore, the Company has adopted a Board
diversity policy to ensure that the Company will, when determining
the composition of the Board, consider Board diversity in
terms of, among other things, age, cultural and educational
background, professional experience, skills and knowledge. All
Board appointments will be based on merits, and candidates will
be considered against objective criteria, having due regard for the
benefits of diversity of the Board.

The Company has received the confirmation from each of the
independent non-executive Directors about his independence
pursuant to Rule 5.09 of the GEM Listing Rules, the Company
considers each of them to be independent.

Save as disclosed in the Directors’ biographies set out in the
section headed “Directors and Senior Management” in this annual
report, none of the Directors have any personal relationship
(including financial, business, family or other material or relevant
relationship) with any other Directors and the chief executive of the
Company.

All Directors, including independent non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient
and effective functioning. Independent non-executive Directors
are invited to serve on the Audit Committee, the Remuneration
Committee, the Nomination Committee and the Risk Management
Committee.

As regards the CG Code provision requiring directors to disclose
the number and nature of offices held in public companies or
organisations and other significant commitments as well as the
identity of the public companies or organisations and the time
involved to the Company, the Directors have agreed to disclose
their commitments and any subsequent change to the Company
in a timely manner.
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INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT

Each newly appointed Director is provided with necessary
induction and information to ensure that he/she has a proper
understanding of the Group’s operations and businesses as well
as his/her responsibilities under relevant statues, laws, rules and
regulations. The Company also provides regular updates on latest
development and changes in the GEM Listing Rules and other
relevant legal and regulatory requirements from time to time. The
Directors are also provided with regular updates on the Group’s
performance, position and prospects to enable the Board as a
whole and each Director to discharge his duties.

Directors are encouraged to participate in continuous professional
development seminars to develop and refresh their knowledge
and skills. The company secretary of the Company has from time
to time updated and provided the Directors with written training
materials relating to the roles, functions and duties of a director of
a listed issuer on GEM of the Stock Exchange.

The professional trainings of the Directors during the year ended
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31 March 2018 are as follows: T

Directors Type of trainings
= IR
Executive Directors HITES

Mr. LUK Kam Ming PR AR A A B
Mr. CHAN Chak Lun Philip PROERESTAE A B
Mr. LUK Kwai Lung EER A AB
Mr. LUK Yin Cheung EEELE A B
Independent Non-Executive Directors BYFHITES

Mr. LAU On Kwok B ZB & A B
Mr. LAW Wing Chi Stephen wXERAE A B
Dr. TSE Chi Kong A AIEL A B
Notes: Hiat -

A: Attending seminars and/or meetings and/or forums and/or briefings A HEFTER HEFHERHinB RS HERE

B: Reading materials relevant to corporate governance, director’s duties and B: BT EER EFEEREF - _FTTAERIRE MG IEPI 1R+

responsibilities, listing rules and other relevant ordinances
CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under code provision A.2.1 of the CG Code, the roles of chairman
and chief executive officer should be separate and performed by
different individuals.

The chairman of the Board and the chief executive officer of the
Company (the “Chief Executive Officer”) are currently two separate
positions held by Mr. KM Luk and Mr. CHAN Chak Lun Philip,
respectively, with clear distinction in responsibilities. Mr. KM Luk is
responsible for devising strategies for the continuous development
of the Group, overseeing the Group’s business operations and
financial performance, as well as leading the Board in performing
its functions. While Mr. CHAN Chak Lun Philip is responsible for
managing the overall business operations and executing business
strategies of the Group.
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TERMS OF APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the executive Directors has signed a service contract with
the Company for an initial term of three years commencing from
the Listing Date, subject to termination as provided in the service
contract.

Each of the independent non-executive Directors has signed a
letter of appointment with the Company for an initial term of three
years commencing from the Listing Date, which may be renewable
subject to both parties’ agreement.

None of the Directors has a service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

The procedures and process of appointment, re-election and
removal of Directors are set out in the Articles of Association. The
Nomination Committee is responsible for reviewing the Board
composition and making recommendations to the Board on the
appointment or re-election of Directors and succession planning
for Directors.

COMPLIANCE WITH THE REQUIRED STANDARDS
OF DEALINGS IN SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the required standard of dealings
set out in Rules 5.48 to 5.67 of the GEM Listing Rules as its own
code of conduct regarding Directors’ securities transactions in the
securities of the Company.

The Company has made specific enquiries to all Directors about
their compliance with the required standard of dealings from
the Listing Date and up to 31 March 2018, without noticing any
violation of the required standard.

DELEGATION BY THE BOARD

The Board reserves for its decision on all major matters of the
Company, including approval and monitoring of all policy matters,
overall strategies and budgets, risk management and internal
control systems, material transactions (in particular those that may
involve conflict of interests), financial information, appointment
of Directors and other significant financial and operational
matters. Directors are provided with sufficient resources to seek
independent professional advice in performing their duties at the
Company’s expense and are encouraged to access and to consult
with the Company’s senior management independently.

The daily management, administration and operation of the Group
are delegated to the senior management. The delegated functions
and responsibilities are periodically reviewed by the Board.
Approval has to be obtained from the Board prior to any significant
transactions entered into by the management.
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CORPORATE GOVERNANCE FUNCTION

The Board recognises that corporate governance should be the
collective responsibility of the Directors which includes:

i) to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(ii) to review and monitor the training and continuous
professional development of the Directors and senior
management;

(iii) to develop, review and monitor the codes of conduct and
compliance manuals applicable to employees and the
Directors;

(ivy to develop and review the Company’s policies
and practices on corporate governance and make
recommendations to the Board on such matters;

(v) to review the Company’s compliance with the CG Code
and disclosure in the corporate governance report; and

(v)  to review and monitor the Company’s compliance with the
Company’s whistleblowing policy.

BOARD MEETINGS

The Company adopts the practice of holding Board meetings
regularly, at least four times a year, and at approximately quarterly
intervals. Notices of not less than fourteen days are given for all
regular Board meetings to provide all Directors with an opportunity
to attend and include matters in the agenda for a regular meeting.

For other Board and Board Committees meetings, reasonable
notice is generally given. The agenda and accompanying board
papers are despatched to the Directors or Board Committees
members at least three days before the meetings to ensure that
they have sufficient time to review the papers and are adequately
prepared for the meetings. When Directors or Board Committees
members are unable to attend a meeting, they will be advised of
the matters to be discussed and given an opportunity to make
their views known to the chairman of the Board or the relevant
Board Committees prior to the meeting. Minutes of the meetings
are kept by the company secretary with copies circulated to
all Directors to the relevant Board Committees members for
information and records.

Minutes of the Board meetings and Board Committees meetings
are recorded in sufficient details about the matters considered by
the Board and the Board Committees and the decisions reached,
including any concerns raised by the Directors or the Board
Committees members. Draft minutes of each Board meeting and
Board Committees meeting are sent to the Directors or the Board
Committees members for comments within a reasonable time
after the date on which the meeting is held. Minutes of the Board
meetings and the Board Committees are open for inspection by
Directors.
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During the Relevant Period, three board meetings and no general
meeting were held and the attendance of each Director at these
meetings is set out in the table below:

BRME  ABRT=REEEEH  LERTRRAE - 8E
ERuEER E’\Jﬂjfl BN T

Board meeting(s)

Directors Attended/Held
SR BE8T
- EEee
Executive Directors: HITES
Mr. LUK Kam Ming RESERR S A 3/3
Mr. CHAN Chak Lun Philip PRIZEE ST 3/3
Mr. LUK Kwai Lung BEERSE 3/3
Mr. LUK Yin Cheung BEEESLE 3/3
Independent Non-executive Directors: BUFHITES
Mr. LAU On Kwok BB E 3/3
Mr. LAW Wing Chi Stephen #wxERE 3/3
Dr. TSE Chi Kong HE Mg 3/3
BOARD COMMITTEES EEZEY
Audit Committee EVEE®

The Audit Committee currently comprises three members, namely
Mr. LAU On Kwok (chairman), Mr. LAW Wing Chi Stephen and
Dr. TSE Chi Kong, all of them are independent non-executive
Directors.

The principal duties of the Audit Committee include the following:

(i) To review the relationship with the auditor by reference to
the work performed by the auditor, the remuneration and
terms of engagement, and make recommendations to the
Board on the appointment, re-appointment and removal of
the auditor;

(ii) To review the financial statements and reports and consider
any significant or unusual items raised by the Company’s
staff responsible for the accounting and financial reporting
function, compliance officer or the auditor before
submission to the Board; and

(iii) To review the adequacy and effectiveness of the
Company’s financial reporting system, financial and
accounting policies, including the adequacy of the
resources, staff qualifications and experience, training
programmes and budget of the Company’s accounting and
financial reporting function.

The written terms of reference of the Audit Committee are
available on the websites of the Stock Exchange and the
Company.

The Audit Committee had two meetings and one of the meetings
with the Company’s external auditor during the Relevant Period.
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During the period from the Listing Date up to the date of this
annual report, the Audit Committee had two meetings with the
auditor of the Company to discuss (i) the interim review for the six
months ended 30 September 2017; and (i) annual audit for the
year ended 31 March 2018 with the following matters:

o reviewed the interim results of the Group for the six months
ended 30 September 2017 as well as the review report
prepared by the Auditor relating to accounting issues and
major findings in course of review;

o reviewed the final results of the Group for the year ended
31 March 2018 as well as the audit report prepared by the
Auditor relating to accounting issues and major findings in
course of audit; and

o reviewed the financial reporting system, compliance
procedures, (including the adequacy of resources, staff
qualifications and experience, training programmes and
budget of the Company’s accounting and financial reporting
function), and the re-appointment of the Auditor; the Board
had not deviated from any recommendation given by the
Audit Committee on the selection, appointment, resignation
or dismissal of the Auditor.

The Company will comply with the CG Code to hold at least four
meetings of the Audit Committee annually for the year ending 31
March 2019 onwards.

Nomination Committee

The Nomination Committee currently comprises three members,
namely Mr. LUK Kam Ming, (chairman), Mr. LAW Wing Chi
Stephen and Dr. TSE Chi Kong, the majority of the committee is
comprised by independent non-executive Directors.

The principal duties of the Nomination Committee include the
following:

(i) to review the structure, size and composition (including
the skills, knowledge and experience) of the Board at least
annually and make recommendations on any proposed
changes to the Board to complement the Company’s
corporate strategy;

(ii) to identify individuals suitably qualified to become Board
members and select or make recommendations to
the Board on the selection of individuals nominated for
directorships;

(i)  to assess the independence of independent non-executive
Directors; and

(iv) to make recommendations to the Board on the
appointment or re-appointment of Directors and the
succession planning for Directors, in particular the chairman
and the chief executive officer of the Company.
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The Nomination Committee assesses the candidate or incumbent
on criteria such as integrity, experience, skill and ability to commit
time and effort to carry out the duties and responsibilities. The
recommendations of the Nomination Committee will then be put
to the Board for decision. The written terms of reference of the
Nomination Committee are available on the websites of the Stock
Exchange and the Company.

The Nomination Committee had one meeting during the Relevant
Period.

During the period from the Listing Date up to the date of this
annual report, the Nomination Committee had two meetings to
assess the independence of independent non-executive Directors
and consider the re-appointments of the retiring Directors.

The Company will comply with the CG Code to hold at least one
meeting of the Nomination Committee annually for the year ending
31 March 2019 onwards.

Pursuant to code provision A.5.6 of the CG Code, listed issuers
are required to adopt a board diversity policy. On 16 October
2017, the Board adopted a board diversity policy, a summary of
which is set out below:

(i) With a view to achieving a sustainable and balanced
development, the Company sees increasing diversity at
the Board level as an essential element in supporting the
attainment of its strategic objectives and its sustainable
development.

(ii) In designing the Board’s composition, Board diversity has
been considered from a number of aspects, including
but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills,
knowledge and length of service.

(iii) All Board appointments will be based on meritocracy, and
candidates will be considered against objective criteria,
having due regard for the benefits of diversity on the Board.

(iv)  Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age,
cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. The
ultimate decision will be based on merit and contribution
that the selected candidates will bring to the Board.

(v) The Nomination Committee will report annually, in
the Corporate Governance Report, on the Board’s
composition under diversified perspectives, and monitor the
implementation of this Policy; and

(v  The Nomination Committee will review this Policy, as
appropriate, to ensure the effectiveness of this Policy. The
Nomination Committee will discuss any revisions that may
be required, and recommend any such revisions to the
Board for consideration and approval.
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Remuneration Committee

The Remuneration Committee currently comprises three
members, namely Dr. TSE Chi Kong (chairman), Mr. LAU On
Kwok and Mr. LUK Kam Ming, the majority of the committee is
comprised by independent non-executive Directors.

The principal duties of the Remuneration Committee include the
following:

i) to make recommendations to the Board on the Company’s
overall policy and structure for the remuneration of the
Directors and senior management and on the establishment
of a formal and transparent procedure for developing
remuneration policy;

(ii) to review and approve the management’s remuneration
proposals with reference to the corporate goals and
objectives determined by the Board, and assess
performance of executive Directors and the terms of their
service agreements;

(i) to make recommendations to the Board on the
remuneration packages of individual executive Directors
and senior management. These include benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their office
or appointment;

(ivy to make recommendations to the Board on the
remuneration of non-executive Directors; and

(v) to ensure that no Director or any of his/her associates (as
defined in the GEM Listing Rules) is involved in deciding his/
her own remuneration.

The written terms of reference of the Remuneration Committee
are available on the websites of the Stock Exchange and the

Company.

The Remuneration Committee had one meeting during the
Relevant Period.
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During the period from the Listing Date up to the date of this
annual report, the Remuneration Committee had two meetings to
discuss, review and make recommendations to the Board on the
remuneration packages of individual executive Directors and senior
management of the Company.

The Company will comply with the CG Code to hold at least one
meeting of the Remuneration Committee annually for the year
ending 31 March 2019 onwards.

Remuneration of Directors and Senior Management
Particulars of the remuneration of the Directors and the five highest
individuals during the Relevant Period are set out in Note 8 to the

RETBEHEEEAFRAMILEE FHEESRTMAE
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consolidated financial statements. Pursuant to code provision REREE—_T—N\F=A=1+— Eﬁirﬁ’]$¢¢ﬁ [EERER
B.1.5 of the CG Code, the remuneration of the members of the BIEE *E’ﬁﬂ”} BREEENKE (BREARWE  EFHRIN LM
senior management (including Company Secretary and other HARIEI D HFNESI T

than the Directors) whose particulars are contained in the section

headed “Directors and Senior Management” in this annual report

for the year ended 31 March 2018 by band is set out below:

Remuneration band (in HK$) Number of individuals
AR (BoT) AE
Not exceeding HK$1,000,000 838 1,000,000 47T 4
HK$1,000,001 to HK$ 1,500,000 1,000,001 7T ZE 1,500,000 7T 1
Risk Management Committee EREEZEE

The Risk Management Committee comprises five members,
namely Mr. LAW Wing Chi Stephen (chairman), Mr. CHAN Chak
Lun Philip, Mr. LAU On Kwok, Mr. LUK Kwai Lung and Mr. LUK
Yin Cheung.

The principal duties of the Risk Management Committee include
the following:

(i) to review the Group’s risk management system, including
risk, capital and liquidity management framework, the
Group’s risk tolerance capability, its risk policies and
standards, and relevant risk limits, including the parameters
used and the methodology adopted, and the processes
used for identifying and assessing risks;

(ii) to approve risk policies and standards, referring any new
material policies/standards or material changes to existing
policies/standards/limits to the Board for approval;

(i)  to discuss the risk management system with the
management and ensure that the management has
performed its duties to establish an effective system.
The contents to be discussed include the Company’s
resources for risk management, adequacy of qualifications
and experiences of the employees, as well as adequacy
of training courses and relevant budgets available to the
employees;

(iv)  to review material risk exposures of the Group, including
market, credit, insurance, operational, liquidity, and
economic and regulatory capital risks against the Group’s
risk measurement methodologies and management actions
to monitor and control such exposures;
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(V) to review annually the changes, since the last annual
review, in the nature and extent of significant risks, and the
issuer’s ability to respond to changes in its business and the
external environment; and

(v to review annually the effectiveness of the issuer’s
processes for financial reporting and compliance of the
Listing Rules.

The written terms of reference of the Risk Management Committee
are available on the websites of the Stock Exchange and the
Company.

The Risk Management Committee had one meeting during the
Relevant Period.

During the period from the Listing Date up to the date of this
annual report, the Risk Management Committee had two meetings
to discuss and review risk management policy, internal control
manual, internal audit plan, internal audit report, risk management
and internal control systems.

ATTENDANCE OF DIRECTORS AT VARIOUS BOARD
COMMITTEES MEETINGS

V)  SERMACRFERTEEARREERIENHE
RETARYEES R DBEEBELS | &

V) EERINETAETUBREREST ETRRNEREE -

[R\RE TR & B Y T BB A 0 B OB S P S AR R RIS A R R -

2,

=
B

EEZEENERHEANRITREGHE -

RETEHMEEEAFHRASILHR  BREREZESEITMA
& ImLEHEAREERR ABEZETM - ABBZE
2 NEEERIRE - BREIE R ARSI o

ESHERESZEGTENER

Number of meetings attended/held

HEBTEEAR
Audit Nomination Remuneration Risk
Committee Committee Committee Management
Directors E= Meeting Meeting Meeting Committee Meeting
ENZEEE REZEEEE FHZEEEE EREEZEES
Executive Directors HITES
Mr. LUK Kam Ming PEERR & - 11 11 -
Mr. CHAN Chak Lun Philip FOZBA T E - - - 1
Mr. LUK Kwai Lung BEFREE - - - 11
Mr. LUK Yin Cheung BEEwEE - - - 11
Independent Non-Executive Directors BUFHTES
Mr. LAU On Kwok BB L E 2/2 - 11 11
Mr. LAW Wing Chi Stephen BKELE 2/2 11 = 11
Dr. TSE Chi Kong HERMEL 1/2 11 11 =

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the
financial statements for the year ended 31 March 2018 which give
a true and fair view of the affairs of the Group and of the Group’s
results and cash flows.

The management has provided to the Board such explanation
and information as are necessary to enable the Board to carry out
an informed assessment of the Company’s financial statements,
which are put to the Board for approval. The Company provides
all members of the Board with monthly updates on Group’s
performance, positions and prospects.

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.

The statement by the Auditor regarding their reporting
responsibilities on the consolidated financial statements of the
Company is set out in the independent auditor’s report on page
64 of this annual report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it is its responsibility to ensure that
the Company establishes and maintains sound risk management
and internal control systems within the Group and to review the
effectiveness of the systems. Such systems are designed to
manage and mitigate risks inherent in the Group’s business faced
by the Group to an acceptable level, but not eliminating the risk
of failure to achieve business objectives, and can only provide
reasonable assurance against material misstatement, loss or fraud.

The Board has entrusted the Risk Management Committee with
the responsibility to oversee the risk management and internal
control systems of the Group on an on-going basis and to review
the effectiveness of the systems annually. The annual review
covered all material controls, including financial, operational and
compliance controls.

Under the Company’s risk management and internal control
structure, the management is responsible for the design,
implementation and maintenance of risk management and internal
control systems to ensure, amongst others, (i) appropriate policies
and control procedures have been designed and established to
safeguard the Group’s assets against improper use or disposal; (i)
relevant laws, rules and regulations are adhered to and complied
with; (iii) the effectiveness and efficiency of operations; and (iv)
that reliable financial and accounting records are maintained in
accordance with relevant accounting standards and regulatory
reporting requirements.

The main features of risk management and internal control
structure of the Company are as follows:

. Heads of each operation unit or department manage major
risks affecting the Group’s businesses and operations
through the processes of risk identification, risk assessment
and implementation of risk mitigation measures in
accordance with the internal guidelines approved by the
Board and the Risk Management Committee;

o The management ensures appropriate actions are taken
on major risks affecting the Group’s businesses and
operations; and

o Internal audit function provides independent assurance
to the Board, the Risk Management Committee and
the management concerning the effectiveness of risk
management and internal control systems.

During the year ended 31 March 2018, major works performed
by the management in relation to risk management and internal
control include the following:

o Established enterprise risk management (“ERM”)
framework; developed risk policy and inventory, developed
risk assessment criteria and performed enterprise risk
assessment through interviews and workshops;

. Conducted an annual review on effectiveness of the risk
management and internal control systems of the Group,
covering all material controls including financial, operational
and compliance controls;
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o Reported the results of the risk assessment and internal
audit to the Risk Management Committee and the Board.

Based on the findings of the internal audit and the comments of
the Risk Management Committee, the Board considered that the
risk management and internal control systems are effective and
adequate.

The Group has established procedures and internal controls for
handling and dissemination of inside information. The Group has
reminded the employees about due compliance with the policy
regarding the inside information.

AUDITOR’S REMUNERATION
The remuneration for the audit and non-audit services provided
by the Auditor to the Group during the Relevant Period was

approximately as follows:

Type of Services

J mEREEZEGNRE
=,

S HmE AR RABEZNE

*ETJ%W.:B%T?E!’J%ﬁ&ﬂﬁﬁﬁﬁi,\ SRR BEFERS 0 A
EENAAEEHEBEERTRE

AEEDRRENERARBERRILEFMAREE - AEED
HRRE (R 8 BRE T A AR E S HECR -

o B 37 BN

REREEARE - BN M AR B R A B R I A RS B F B AR
T

Amount (HK$’000)

RAsER SE(THEL)
Audit services EZRE 1,100
Services for acting as reporting F_ETTRERREF AN RS

accountant for the Listing 3,150
Non-audit services (note 1) IETAZ RS (At 1) 470

Note 1:  For the year ended 31 March 2018, the Group has engaged the Auditor
and their affiliate companies to provide non-audit services which include
(i) review of the Group’s interim financial statements; (i) tax service; (i)
audit of retirement scheme; and (iv) enterprise risk consultancy service.

COMPANY SECRETARY

Ms. WOO Siu Wai, the company secretary of the Company, is
responsible for advising the Board on corporate governance
matters and ensuring that the Board policies and procedures, as
well as the applicable laws, rules and regulations are followed.

During the Relevant Period, Ms. WOO have undertaken not less
than 15 hours of relevant professional training in compliance with
Rule 5.15 of the GEM Listing Rules.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company considers that effective communication with
Shareholders is essential for enhancing investor relations and
understanding of the Group’s business, performance and
strategies. The Company also recognises the importance of timely
and non-selective disclosure of information, which will enable
Shareholders and investors to make the informed investment
decisions.

The general meetings of the Company provides opportunity for
the Shareholders to communicate directly with the Directors.
The chairman of the Company and the chairmen of the Board
Committees will attend the annual general meetings to answer
Shareholders’ questions. The Auditor will also attend the annual
general meetings to answer questions about the conduct of the
audit, the preparation and content of the auditor’s report, the
accounting policies and auditor independence.
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To promote effective communication, the Company adopts a
shareholders’ communication policy which aims at establishing a
two-way relationship and communication between the Company
and the Shareholders and maintains a website of the Company
at www.kml.com.hk, where up-to-date information on the
Company’s business operations and developments, financial
information, corporate governance practices and other information
are available for public access.

SHAREHOLDERS’ RIGHTS

To safeguard Shareholders’ interests and rights, a separate
resolution will be proposed for each issue at general meetings,
including the election of individual Directors.

All resolutions put forward at general meetings will be voted by poll
pursuant to the GEM Listing Rules and poll results will be posted
on the websites of the Company and the Stock Exchange in a
timely manner after each general meeting.

Convening of extraordinary general meeting and putting
forward proposals

Shareholders may put forward proposals for consideration at
a general meeting of the Company according to the Articles of
Association. Any one or more members holding as at date of
deposit of the requisition not less than one-tenth of the paid-
up capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by
written requisition to the Board or company secretary of the
Company, to require an extraordinary general meeting of the
Company to be called by the Board for the transaction of any
business specified in such requisition; and such meeting shall be
held within two months after the deposit of such requisition. If
within twenty-one days of such deposit the Board fails to proceed
to convene such meeting the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the
Board shall be reimbursed to the requisitionist(s) by the Company.

As regards proposing a person for election as a Director, the
procedures are available on the website of the Company.

Enquiries to the Board

Shareholders who intend to put forward their enquiries about
the Company to the Board could send their enquiries to the
headquarters of the Company at B12, G/F, Shatin Industrial
Centre, Siu Lek Yuen Road, Shatin, New Territories, Hong Kong.

CHANGE IN CONSTITUTIONAL DOCUMENTS

The Company has adopted an Amended and Restated
Memorandum and Articles of Association pursuant to written
resolutions passed by all Shareholders on 20 September 2017
when preparing for the listing of the shares of the Company on the
Stock Exchange. The Amended and Restated Memorandum and
Articles of Association became effective on the Listing Date. An
up-to-date version of the Company’s Memorandum and Articles of
Association is available on the websites of the Company and the
Stock Exchange.
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ABOUT THIS REPORT

Reporting Period
This is the Group’s first environmental, social and govermnance
(“ESG”) Report, which provides a comprehensive account of the
Group’s environmental and social related key policies, measures
and performance for the year ended 31 March 2018 (“the
Reporting Period”).

Reporting Framework

The report is prepared in accordance with the Appendix 20 —
Environmental, Social and Governance Reporting Guide (“ESG
Guide”) under the GEM Listing Rules. Information regarding the
Group’s corporate governance is addressed in the annual report in
accordance with Appendix 15 to the GEM Listing Rules.

Reporting Scope

This report covers the Group’s principal business and operations
in Hong Kong including the provision of E&M engineering solutions
and services, E&M engineering design and fabrication services
and E&M engineering maintenance services, unless otherwise
specified.

Integrating Stakeholders’ Expectation

This report is based on material issues that reflect the Group’s
significant business, environmental, and social impacts, and
may substantively influence the assessments and decisions of
stakeholders (shareholders, employees, customers, partners,
subcontractors, suppliers, community, non-governmental
organisations, government departments). The Group has
developed effective internal and external communication channels,
such as regular and ad-hoc meetings, interim and quarterly results
announcements, the Group’s website, instant communication
applications, briefings, training and workshops, staff performance
appraisal, to integrate stakeholders’ feedbacks into its
management system for improving its corporate governance as
well as its sustainability management approach and performance.

The table below highlights the ESG issues considered to be
material to the Group:
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REHE

ARE/AKENENRE HBREAR(RR L@ RERD
HE REAKEREE T N\F=A=+-RLEFE(RS
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HEESR

AETIRFEGEM LR+ - RFE - HEREAWMS
#el (1R - L RERES DHEE - BRIZGEM LR R 8
TH ARASENEEERREENNFRATIH -

REEE
BRABEFHAN  ABEREAKENTERXBEREE  BREEHR
WETIRMRNDERIRY - #ETRERFTMERRBAREET
TRIRE R

EERHENHRE
Zlﬁ&%%&ﬁﬁvﬁ*liiﬁ% . fﬁiﬁ&ﬁ‘;%%mi%*ﬁéﬁg
ZZBAESHRNE (BR - BE  BP - BH

Fﬁ Fﬁ M FFBUTHE BZWTF'EJ)E'J?HE&R%EE

?E%E”% REEEHEARHNAMRINUERRE - WEHAK

BREE  THRFERERE ZK%I%HJE BB 3 AL FE R 72

‘E 5 - W\l e TSy - BITRIFE - AEAFHENRE
IR RURACEE KT RAFAZRNEETHRE
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TREAHAEEMEEHERNRE HEREREE

ESG aspects as set out in ESG Guide Material ESG issues of the Group
B HAREAKSIFRNRS  HEREEHE FEBWEARS - O REARME
A. Environmental Al Emissions ° Construction waste management
RIB HER) REEREYE R
A2  Use of Resources ° Energy consumption
BIRER BEIREFE
A3 The Environment and Natural Resources o Noise management
BIERARER ZER
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ESG aspects as set out in ESG Guide Material ESG issues of the Group
BIR HERERESIMANESR - HBRERSE REENERER HBREARBHE
B. Social B1 Employment o Employment practices
-y (=5 EEFR
o Compensation and benefits
e
B2  Health and safety o Occupational health and safety
fEEET S BEMEEREETS
° Work environment
TIERIE
B3  Development and training o Training and development for employees
R R IEFI EEHII KR
B4  Labour standards ° Anti-child and forced labour
LT AR REI K& T
B5  Supply chain management ° Supply chain practices
HESREIE HrEgED
B6  Product responsibility ° Quality management
EmEE EEEIE
° Personal data privacy
(EPN=E ey NG
B7  Anti-corruption ° Corporate integrity
R&S ERZ
. Whistle-blowing mechanism
ey il
B8  Community investment o Corporate social responsibility
HEKRE rEMEEE

Feedback

Comments and suggestions regarding the Group’s ESG
performance are always welcome and can be sent to the Group
at kmlinfo@kml.com.hk. We value your feedback on our ESG
Report. Your valuable feedback would greatly help us continuously
improve our sustainable performance.

REER

MEAEENRE HERESRAGTMANERLES  BUOE
FZ kmlinfo@kml.com.hk MAEER L - HMER B TIHASE
EMRE e REARSIEENREER . BTHNEERE
BERUERMBERANFERREEAE °
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ENVIRONMENTAL PERFORMANCE

Environmental Policy and Compliance

Being a responsible engineering contractor, the Group recognises
that all the employees have the social obligation to preserve and
enhance the quality of the environment that we live in. We strive to
protect the environment in the course of the business activities on
preventing pollution, reducing adverse impact on climate change
and enhancing sustainable development.

In this connection, we have formulated an environmental policy to
demonstrate our commitment to:

(i) establishing, implementing and maintaining an effective
environmental management system with reference to
the International Organization for Standardization (“ISO”)
requirements (i.e. ISO 14001:2015 Environmental
management systems — Requirements with guidance for
use) and integrated into the Group’s business strategy;

(ii) fully complying with the environmental related ordinances,
regulations and codes of practice and meet the customer’s
requirements; and

(iii) effectively conserving the use of resources and minimizing
waste generation.

During the Reporting Period, the Group had complied with
all relevant requirements including the Air Pollution Control
Ordinance, Air Pollution Control (Construction Dust) Regulation,
Motor Vehicle Idling (Fixed Penalty) Ordinance, Waste Disposal
(Chemical Waste) (General) Regulation of Waste Disposal
Ordinance, Waste Disposal (Charges for Disposal of Construction
Waste) Regulation, Noise Control Ordinance, Noise Control
(General) Regulation and Noise Control (Hand Held Percussive
Breakers) Regulations.

Air and Greenhouse Gas Emissions

There are two major sources of air and greenhouse gases
(“GHG”) emissions during our business activities, namely (i) use of
electricity in head offices; and (i) consumption of fuels in vehicles
for delivering materials from the warehouses to project sites. The
Group supports the use of more environmental-friendly fuels and
has been closely monitoring the fuel consumption as well as the
vehicle usage. Regarding the reduction initiatives of electricity,
please refer to section headed “Electricity” in this ESG Report.

The following table highlights the air emission data of the Group.
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Type of air emission Amount
(in kilograms (“kg”))

EERBEREE R 13561
(AF)

Nitrogen oxides (“NO,”) BEUtEm(INO 1) 72.09
Sulphur oxides (“SO.”) Feat (1o, 1) 0.37
Particulate Matter (“PM?) SBOFRLF S FERL (TPM]) 6.47
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The following table highlights the GHG emission data, in tonnes in NRE A S B KB = RSB REE (AT — S timEE ([ =

terms of carbon dioxide equivalent (tCO.-eq”), of the Group. SirEs])) -
Scope Sources of emission Amount
(in tCO.-eq)
il HER AR B2
(UM = EET)
1. Direct emissions Combustion of stationary sources 0.36
BEREHER & T MR EEIR
Combustion of mobile sources 66.24
MENREIR
Unintentional releases (Note 1) 7.95
EEOPRRR (M 1)
2. Energy indirect emissions Purchased electricity in offices 138.12
gERMEBER MAEBEEN
3. Other indirect emissions (Note 2) Business travel 2.64
HabBsEsE (a7 2) ZR
Total GHG Emission BERBHRBE 215.31
Total GHG Intensity (Note 3) RERBEEE (MiF3) 0.98
Note 1:  The unintentional releases are mainly due to the uses of air Wiat 1 BN F EEHRBEIEH R
condlitioning equipment in the head offices.
Note 2:  The Group chose to disclose the emissions associated with business BfiF2 - A5 [ 1 R A RS E R B BT BERL - T B SR - KKEFERT
air travel as there are negligible emissions due to disposal of paper TKEEEERTF E T BIPERLE I ©
waste, electricity used for fresh water processing and sewage
processing.
Note 3:  Intensity is calculated based on the amount of the GHG emission Wiat3: BETIRIE R ERBHMNER U REH 2 BIES ([2BIES ) HF19
divided by the average number of full-time employees (“FTE”) during 2 -
the Reporting Period.
Waste Management BEYsE
The Group upholds environmentally friendly manner in managing AEBREEKLEPREFEYR —EFTERERIN - KIES
waste within its business operations. We promote and support 8R Ry #eRER BI[EAER - WEER  BEREE  BEE
principles, i.e. “Reduce, Reuse, Recycle, Responsibility, Replace, F 2RAEH - BERR B5BE  SHEE| UEERLD
Repair, Respect, Rethink”, to minimize waste generation at BEMIEEHE o
source.

During the course of our operations, chemical wastes including ReEEEd  (LEEYBEFSHE  ERYHRES, %
surplus paint, spent mineral oil and waste batteries/unwanted BRI ERIRERFPELENE ——BEZEEY - (EEBRYES
printed circuit boards, are the only type of hazardous wastes &R EEYE T ({LEREY) (—ﬁx);ﬁWTE’]’anﬁ%iE% #
which would be generated. Being a registered waste producer PR EEYEEE RANES 8% BEFEHA I T(LERE

under the Waste Disposal (Chemical Waste) (General) Regulation EYEIBEINA - A ?\.ﬁﬁj}:‘@@ IR = P U EE TR o
of Waste Disposal Ordinance, we ensure the chemical wastes

have been properly labelled, packaged, stored temporarily at a
designated chemical waste storage area prior to their collection by
licensed waste recyclers and collectors for disposal.

The amount of chemical wastes generated by the Group during REBRBEPEELN L EEYESHENT ¢
the Reporting Period is tabulated below:

Type of chemical wastes Amount (in kg)
LR Rl BE (BRAFE
Surplus paint FIERHRR 1,900
Spent mineral oil REWEYD 0
Waste batteries/Unwanted printed circuit boards BEE M, 2 ENRIE AR 0
Total hazardous waste BEEMEE 1,900
Total hazardous waste Intensity BEEEWMBEE 8.63
Note 1:  Intensity is calculated based on the amount of the total hazardous Wiat 1. ZBETIIRIEH ZEYRE R X IRE 2 RIESHFH2E -

waste divided by the average number of FTE during the Reporting

Period.
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Regarding non-hazardous wastes, two major sources identified
are:

i) construction wastes generated in the project sites are sent
to waste disposal facilities under the Construction Waste
Disposal Charging Scheme of Waste Disposal (Charges for
Disposal of Construction Waste) Regulation; and

(ii) residential/domestic wastes generated from daily
activities in our head offices are disposed by the building
management.

The Group currently does not report on the total non-hazardous
waste produced and intensity. We plan to disclose the information
in the future. During the Reporting Period, it was recorded that
a total of 68.49 tonnes construction wastes were ultimately
transported to landfill.

The Group continues to implement the following initiatives to
reduce waste production. Examples include:

i) incorporate waste reduction ideas in staff induction
trainings;

(ii) encourage staff to think before print, adopt double-side
printing;

(i) re-use stationery supplies such as envelope and document
folders;

(iv)  re-use single-sided printed papers;

(v) re-use the packaging materials, such as paper boxes to
protect and support its products in the warehouse; and

(vi)  provide recycle facilities/allocated a designated area in office
to encourage sorting and recycling of useful materials.

The Waste reduction effort by KML Engineering is recognised
by Hong Kong Awards for Environmental Excellence. KML
Engineering has been awarded “Class of Excellence” Wastewi$e
Certificate since year 2013.

During the Reporting Period, we have installed automatic hand
dryers in the washrooms and it was noted that a significant
reduction approximately of 40% on the use of M-fold paper hand
towel compared with previous corresponding period.
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Uses of Resources

Electricity

The Group strives to reduce its resources consumption mainly
electricity, thereby reducing costs and promoting the long-term
environmental and economic sustainability of its operations.

During the Reporting Period, the Group consumed certain amount
of energies, in kilowatt hour (“‘kWh”) or litres (“L”), as stated below:

BERER

Pl
AEBETZHOARBLENEIRHERE -
REEEREMEEN AL -

i P B AR AR 3 {2 2

RRESRRE - AEBERE TATRE ((EDAA (A D
BEIR - BT ¢

Type of energy Amount (Unit) Intensity (Unit)
BEIRE B = (E1) mE (Ef)
1. Direct energy consumption L L (Note 1)
HERIRER F+ FH ()
Diesel g5 5,734 13.08
Unleaded petrol min M 18,669 7.45
2. Indirect energy consumption kWh KWh (Note 2)
[ RERER E = (fF5E2)
Electricity BN 270,820 1230.54

Note 1:  Intensity is calculated based on the amount of direct energy consumption
divided by the average number of vehicles and the average number of FTE
during the Reporting Period.

Note 2:  Intensity is calculated based on the amount of the indirect energy
consumption divided by the average number of FTE during the Reporting
Period.

In an effort to reduce electricity consumption, the Group has
adopted multiple practices for such purpose. Examples include:

(i) to promote electricity saving measures in staff induction
trainings;

(ii) to set up independent switches to control different areas of
lighting and air-conditioning to allow partial operations in the
office;

(i) to switch off the machineries/electrical appliances when
they are not in use; and

(iv)  to switch photocopiers into sleeping mode when they are
idle.

During the Reporting Period, the Group has participated in Earth
Hour 2018 and committed to saving our Earth by making a
difference to save energy, change climate change and protect our
biodiversity.

Water

The majority of our water consumption are arisen from the daily
activities in our head office. The Group does not have any difficulty
in sourcing water. During the Reporting Period, the amount of
water consumption is negligible to be reported. Despite of the
insignificant water consumption, the Group has actively strived
for improving our water efficiency. Apart from a regular monitoring
on water usage, together with continuous water conservation
education via employee induction and signage posting, we had
installed dual flush water closets and replaced some traditional
faucets with motion sensing faucets in the washrooms during the
Reporting Period.

Total Packaging Material Used for Finished Products

The packaging materials, such as plastic wrapping, bubble sheet/
cushion wrap and carton boxes, used for the finished products
were negligible to be reported.

oz iggg?ﬂfﬁfééfﬁﬁﬁﬁﬁﬁuﬁ%ﬁ&?}%ﬁ?ﬁgﬁﬁfﬁﬁéﬂﬁ

Hist2 . BRTRIERIEGEFEFEE ARG R 2 BIER H)-F92A -

RRPEIER - ARED BUERAZRERAEZERZEN - T
BB -
() MEIRBEIITHEESEREEE

(i) RRIZYE BRI R I 0 R 2
B

CRFMDEED

(i) ETEMAKEREREBERSERRE X

vy BTBATIEEEERE RERMRE -

RBEHE - ARED2E T — N\FbI—/ K - WAL
BRUR - EEREEE LREEM SR ARER PN -

b/

BRI ACHFER G AN BEREN A EES - RIEHR - K
HFEEED  TRURE - AEEEKEUER KR IR 5 E[
- BEACHREEMN  ANEEBEBERORNIES R M H KR
K o BrE RSB ESN - BBIBIE S BRI MR B AZ R TT
EiKHE - RBEHEAR - BMEAFHAEZEE HKER -
W LA RS FE K BESE B B T /KBESE ©

SRR R AR RHEE
FARE @I BEME (2R  fB%R EEHE RHE)
FAETRARSE -

SHRBEBEBRAT « B —+/-NEFER

57



58

Environmental, Social and Governance Report

RiE - 4B RERBRE

The Environment and Natural Resources

Apart from aforementioned environmental aspects identified,
there was no other significant environmental impact, except
noise generation during loading/unloading materials or the use of
powered mechanical equipment for drilling/concrete breaking.

The Group has established and implemented various noise
mitigation measures to minimize any adverse impacts on the
environment and the public. Examples include:

0] strategic planning of work to minimize the frequency of
noise generating activities;

(ii) strategic scheduling of work to minimize high noise level
activities during noise sensitive hours;

(iii) choose quiet and low-noise level powered mechanical
equipment; and

(ivy  adopt acoustic enclosures where necessary.
SOCIAL PERFORMANCE

Employment Policy and Compliance

The Group is dedicated to fair and equal treatment in all areas of
human resources management, including recruitment, training and
promotion, compensation and dismissal, working hours, diversity
and other benefits and welfare.

In terms of recruitment, we value diversity in its workforce, hence
the Group recruits people solely based on their ability and attitude,
regardless of their gender, race, disability. The Group has a
code of business conduct (the “Code”), in relation to prevent
age, disability, sex and family status discrimination and sexual
harassment, which clearly mentioned a disciplinary action would
be taken against the staff if violation is discovered.

The Group recognises that its success relies much on the
contribution of all employees; therefore, it rewards its employees
with competitive salary package, which is subjected to annual
review with reference to comparable market level. Apart from basic
salary, employees are also offered discretionary bonus based on
their individual performance and our financial performance.

Our employees are entitled to have sick leave, injury leave,
maternity leave and paternity leave. Other benefits, such as
medical and hospitalisation insurance, life insurance and education
and training sponsorship, marriage leave and compassionate leave
are offered for eligible staff. Additionally, team building activities,
such as local tour, Christmas party and annual dinner to enhance
employees’ sense of belongings, have been organized annually.

During the Reporting Period, KML Engineering has been awarded
its first “10 Years Plus Caring Company Logo” from the Hong
Kong Council of Social Service; and is honoured as a Good MPF
Employer by the Mandatory Provident Fund Schemes Authority.
Also, the Group has complied with all applicable laws and
regulations relating to labour.
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Safety and Health Policies and Compliance

Safety, health and loss prevention bring long term benefits to
the company. They are equally important and complementary to
sustainable development in quality and profit and therefore are
taken as top priority commitment. We commit to strict compliance
with all relevant safety and health regulatory requirements in
our Safety, Health and Loss Prevention Policy. The policy is
implemented and managed by the Safety and Health team, which
is oversighted by a director.

Regarding project safety management, site surveys will be carried
out in order to facilitate the identification, analysis and evaluation
processes of the hazards if considered necessary. The method
statements, safety management plan and risk assessment
incorporating recommended control measures will then be
generated for those high risk activities by adopting the hierarchy
of risk control. Designated site supervisors are assigned to the
projects for ensuring the works done in accordance with the safety
and project requirements.

Safety training is a major preventive measure for addressing safety
and health risks. In addition to induction training, specific training
sessions and site-specific briefings are regularly held according to
employees’ roles and responsibilities to ensure awareness of job
hazards and conformity to safety practices. Training contents are
reviewed and reported to the management by the safety officer
regularly.

Regular safety inspections and internal safety audits are carried
out by safety officers and safety auditors in order to check the
implementation of safety management practices to eliminate
unsafe conditions and unsafe acts and the compliance of all
relevant requirements. Any instances of non-compliance and
accidents are recorded and are subject to investigation and
corrective actions. Further inspection is undertaken to avoid
recurrence. Significant non-compliance is communicated
across the Group as a reminder to prevent similar cases from
occurring again. Any employees or workers including those from
subcontractors found to be deliberately and consistently in breach
of regulations and instructions on safety and health may be
subject to disciplinary actions.

During the Reporting Period, KML Engineering has been awarded
the Bronze Award in the Occupational Safety and Health Council
(the “OSHC”) Construction Safety Promotional Campaign 2017
Competition of Best Safety Enhancement Program for Working at
Height. The project team has contributed their greatest efforts to
design of a new, one-molded, simple and lightweight temporary
barrier which makes the installation process of metal scaffold
efficient and in a safer manner. Also, a safe moment of KML
Engineering two different project sites were commended by one of
our key customers.
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The Group’s operations have complied with all relevant laws and
regulations relating to workplace safety and health and the key
safety performance are summarized as below:

AEENEECETHAEERLESMEE RERNBBERER
ER B 2RI T8

Safety Performance Data
BERE g
Work-related fatalities Number of time(s) 0
HETERRNETEW R

Work-related fatalities Rate (per 1,000 employees) 0.00%
HETERRMILTE(F1,0005ES)

Work-related fatalities Rate (per 100,000 man hours) 0.00%
B T {EBREYSE T3 (5 100,000 TH)

Lost days due to work-related injuries Number of days 7
B TEFTaI Bm TIEREIER R A

Work-related accidents Number of time(s) 2
BT EBRNEY R

Accident Rate (per 1,000 employees) 9.09%
=R (F1,0004EE)

Accident Rate (per 100,000 man hours) 0.41%

FEHE (100,000 )

Health Initiatives

For the sake of our employees’ health, the Group has offered
our employees free-of-charge influenza prevention vaccination
annually since year 2010 and fruit weekly since year 2012. During
the Reporting Period, we adopted two health-related suggestions:
(i) to replace the microwave ovens with steam ovens; and (i) to
purchase LCD monitor racks for improving computer workstation.

Development and Training

The Group provides an open and friendly but challenging
environment for all employees. Training budgets are planned
annually in order to ensure adequate allocation of resources
available for offering our employees with opportunities for
developing their skills and competency through in house and
external professional training.

According to our training policies, management staffs evaluate
and assess their subordinates’ training needs regularly so that our
employees can support their career enhancement in line with our
business needs by acquiring the necessary skills, knowledge and
qualifications.

During the Reporting Period, various in-house trainings have been
conducted. Examples of in-house trainings highlighted as follows:

(i) New employees induction trainings ;

(ii) Safety and health awareness trainings ;

(iii) Corporate governance and ESG briefings and workshops ;
(iv) Permit-to-works systems trainings ; and

(v) Consultancy coaching in relation to risk management and

internal control, time management, project management,
supply chain management and communication skills.
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Apart from the in-house trainings, the Group also offers a wide
range of external training opportunities. Examples of training
opportunities offered during the Reporting Period include, but are
not limited to:

(i) Internal control review;

(ii) ISO 14001:2015 lead auditor trainings;

(iii) Software trainings;

(ivy  Contract technology and management;

(v) Safety-related courses organized by the OSHC;

(v  Safety and environmental supervisory or management
courses; and

(vl  Symposia, seminars and briefings organized by our
customers, engineering institutes, management
associations and ISO certification bodies.

Labour Standards

The Group has a “Respect of Ethics, Human and Labour Rights
Policy” which demonstrates our commitment to supporting and
respecting the rights of individuals and working communities. We
respect and observe all the applicable laws and regulations in the
countries we operate and support the international principles of
human and labour rights, including, but not limited to, the areas of
child labour and forced labour, such as the International Labour
Organization Declaration on Fundamental Principles and Rights at
Work and the United Nations Global Compact.

The recruitment process is strictly abided by the guidelines of the
Human Resource and Administration Department, a recruitment
form is used to collect personal, educational, and employment
information of job applicants, and as such all necessary data
related to employment is verified and the proper and right
candidate would be hired in accordance with the job requirement
and candidates’ expectation for a healthy and sustainable
workforce.

During the Reporting Period, there is no child nor forced labour in
the Group.

Supply Chain Management

The Group recognises the positive influence we have on our
suppliers and subcontractors, and therefore we continuously
improve our performance by incorporating good corporate social
responsibility practices into supply chain management processes
and, as a result, mitigating and managing risks which might affect
our operations.

The Group has maintained our own approved vendor list and
updates the list regularly in order to maintain sufficient suppliers
and sub-contractors for selection. As at 31 March, 2018, the
Group has 484 suppliers, including 383 in Hong Kong, 55 in China
and 46 in oversea countries.
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In our engineering projects, safety and environmental
briefings are delivered by the safety officers to raise safety
and environmental awareness and implement our safety and
environmental management policy on the sub-contractor’s level.
The training information is recorded and reviewed by the internal
auditors regularly. The quality, environmental, safety and health
performance of sub-contractors are also evaluated as a part of our
operational control as mentioned under section headed “Safety
and Health Policies and Compliance” and section headed “Quality
Management” in this ESG report.

In addition to the regular monitoring during the project
implementation, performance reviews with regards to their quality,
safety and environmental performance, are conducted on key
approved vendors annually to minimise the associated risks in our
supply chain.

Product Responsibility

Quality Management

It is the policy of the Group, in executing operations at all time
in such manner to ensure the customers’ satisfaction and full
compliance of statutory and other requirements in terms of quality,
environment, health and safety in the projects. KML Engineering,
has been qualified to ISO 9001:2015 for quality management since
January 2017.

According to the Group’s quality procedures, the Group’s project
management team will carry out regular quality check and
inspection in order to ensure that works done by our employees
and subcontractors conform to the contractual specifications
during the course of implementation and execution of the project.
Any product that has failed to meet the standards is rectified by
its project team before its delivery to our customers. In the event
of receiving complaint, we will take prompt actions to investigate
the issue and carry out remediate action plans. Corrective and
preventive measures will be followed to avoid re-occurrence.

Regularly progress meetings with our customers are conducted
throughout the project cycle where our project managers
will report the progress to the customer, discuss the major
issues encountered and obtain customer’s feedbacks. In
addition, we proactively seek feedback from our customers by
conducting satisfaction surveys among customers at the end of
projects, thereby contributing into continual improvements. For
maintenance projects, the Group collects their feedbacks and
records any suggestions or compliant in the service report.

During the Reporting Period, the Group was not aware of any
incidents of non-compliance with regulations concerning the
Group’s products and services, including but not limited to
product and service safety and health, advertising and labelling.
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Protection of Personal Data Privacy

The Group emphasizes the importance to protecting personal
data privacy. As stipulated in the Group’s procedure, employees
are instructed of their responsibility to ensure data is collected,
processed, used, maintained, managed, stored and handled
properly and secured appropriately. Any leakage of confidential
information to the third parties is strictly prohibited.

During the Reporting Period, there was no complaint concerning
breaches of data privacy reported to the Group.

Anti-corruption

The Group believes that honesty, integrity and fair play are crucial
assets in all of its business activities, especially for its long-term
development and success. The Code was established to describe
the responsibilities to a variety of stakeholders ranging from
shareholders, suppliers, contractors, clients to community. The
code also guides and encourages ethical employees’ conduct,
including:

i) Compliance with anti-corruption laws under HKSAR,;

(ii) Prevention of bribery, illegal gifts and commission against
Bribery Ordinance;

(i) Proper handling situations involving a conflict of interest;
and

(iv) Prohibition of any forgery or deceptive accounting methods
and records.

In addition to the Code, the Group establishes a whistle-blowing
policy that details the procedures of submitting employees’
comment or concemns about suspected misconduct, malpractice
or impropriety on a confidential basis.

During the Reporting Period, the Group was not aware of any
breach of laws and regulations relating to anti-corruption.

Community Investment

As at the Date of this Report, the Group has focused on
supporting educational initiatives. KML Engineering has been
offering scholarship to students studying in IVE since year 2001.
During the Reporting Period, KML Engineering has received
‘Certificate of Appreciation’ from branches in Chai Wan, Haking
Wong and Shatin respectively.

KML Engineering has received the ‘Partner Employer Award
5 Years’, commending our continuous support of hiring local
students, from The Hong Kong General Chamber of Small and
Medium Business.
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Independent Auditor’s Report
BY 2B S

To the SHAREHOLDERS of KML TECHNOLOGY GROUP
LIMITED
(Incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of KML
Technology Group Limited (the “Company”) and its subsidiaries
(collectively referred to as “the Group”) set out on pages 69 to
115, which comprise the consolidated statement of financial
position as at 31 March 2018, the consolidated statement of profit
or loss and other comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 March 2018, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’'s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (“the Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.
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KEY AUDIT MATTERS (CONTINUED)

Key audit matter

RRERER

HREEZEE (H)

How our audit addressed the key audit matter

REEFRMEEFRERSENAR

Revenue from electrical and mechanical engineering solutions and services, contract costs and the amounts due from/

to customers for contract work

KREHE ([HE ) TRERT FRRBHENNE » EXEIURERRENENTEFEFHE

We identified the revenue from electrical and mechanical
engineering solutions and services, including those from
contract revenue, variation orders and contract claims (“Contract
Revenue”), contract costs and the amounts due from/to
customers for contract work as a key audit matter as they are
quantitatively significant to the consolidated financial statements
as a whole and there are significant judgments exercised by the
management of the Group in determining the outcome of the
projects as well as the stage of completion of construction works
and the amount of Contract Revenue recognised.

As disclosed in notes 6 and 9 to the consolidated financial
statements, the Contract Revenue and the contract costs for
the year ended 31 March 2018 amounted to approximately
HK$164,789,000 and HK$117,264,000 respectively. As disclosed
in note 16 to the consolidated financial statements, the amounts
due from customers for contract work and amounts due to
customers for contract work as at 31 March 2018 amounted to
approximately HK$27,225,000 and HK$21,022,000 respectively.

As disclosed in note 5 to the consolidated financial statements, the
budget contract costs are prepared by the management on the
pasis of estimation of direct labour cost to incur and quotations
from time to time provided by the major subcontractors, suppliers
or vendors involved and the experience of the management
and the engineering solutions and service contract revenue is
recognised based on the management’s estimate, such as the
budget contract costs and collectability of contract claims, of each
contract’s outcome and stage of completion.
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Our procedures in relation to Contract Revenue, contract costs
and amounts due from/to customers for contract work included:

o Understanding the management’s preparation of the
budget costs and how the management review the
accuracy of the budget costs;

° Discussing with the project managers and the management
of the Group to evaluate the basis of the preparation and
periodic reviews of the budget contract costs;

° Obtaining the breakdown of budget contract costs and
checking the quotations provided by major subcontractors
and suppliers and comparing historical direct labour costs
incurred for similar projects, to evaluate the reasonableness
of the management’s estimation of the budget contract
costs, on a sample basis;

° Checking the budgeted revenue to underlying engineering
solutions and service contracts and purchase orders on a
sample basis;

o Recalculating the revenue recognised based on stage

of completion with reference to the proportion that
accumulated contract cost incurred for work performed to
date relative to the budget contract costs;

° Agreeing the contract costs incurred to the amount of costs
recorded in the direct labour costs, subcontractor payment
certificates and supplier invoices on a sample basis; and

o Assessing the appropriateness of the amounts due
from/to customers for contract work by checking to the
subcontractor payment certificates and supplier invoices or
progress billing on a sample basis.
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KEY AUDIT MATTERS (CONTINUED)

Key audit matter
BERELKER

Recoverability of trade receivables

B 5 EW IR AT el

We identified the recoverability of trade receivables as a key
audit matter due to its significance to the consolidated financial
statements and significant management judgement involved.

As disclosed in note 5 to the consolidated financial statements, in
determining the recoverability of trade receivables, a considerable
amount of management judgment is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness, the past collection history and subsequent
settlement of each customer.

As disclosed in note 14 to the consolidated financial statements,
the carrying amount of the Group’s trade receivables as at 31
March 2018 was HK$44,853,000, out of which HK$23,547,000
were past due but not impaired. No impairment loss of trade
receivables recognised as at 31 March 2018.
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing
to report in this regard.
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How our audit addressed the key audit matter
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Our procedures in relation to the recoverability of trade receivables
included:

o Understanding how the management accessed the
recoverability of trade receivables was assessed by the
management;

o Testing the accuracy of the ageing analysis of trade

receivables, on a sample basis, to the invoices;

° Checking the subsequent settlements of the trade
receivables, on a sample basis; and

o Evaluating the management assessment on the
recoverability of trade receivables that are past due but not
impaired with reference to creditworthiness, past collection
history and subsequent settlement of the debtors.
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RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the directors
of the Company are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion solely to you, as a
body, in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

o Obtain an understanding of internal control relevant to
the audit 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 Group’s
internal control.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors of the Company.
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Independent Auditor’s Report
B 2B S

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

o Conclude on the appropriateness of the Company’s
directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as
a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’'s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group
to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent

auditor’s report is Yu Kin Man.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

19 June 2018
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idated Statement of Profit or Loss and other Comprehensive Income

For the year ended 31 March 2018 HE—FT—/\F=A=+—HILFE

Revenue
Cost of sales

Gross profit

Other income

Other gain and losses, net
Administrative expenses
Listing expenses

Profit before taxation
Income tax expense

(Loss) profit for the year
(Loss) profit and total comprehensive (expense)
income for the year attributable to owners

of the Company

(Loss) earnings per share
Basic (HK cents)

NOTES
BaE
Wz 6
SHERCA
EF
HUg A 7
H U s K B 18558 7
THFX
WX
S 0p il 9
s fiAx 10
FN (R &
AAREE AEEFEA (EEB)
wHREE(AX) WagsE
AR (E518) &
FAR B 12

2018 2017
—E-N\F —ZT—+tF
HK$°000 HK$’000
TR FHT
193,973 171,116
(138,019) (115,630)
55,954 55,486
374 612
298 (301)
(40,067) (39,179)
(15,847) (553)
712 16,065
(2,858) (2,738)
(2,146) 13,327
(2,146) 13,327
(0.62) 4.44

SHNREEERAT « —F—t/-N\FFH
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Consolidated Statement of Financial Position

e MEIRR AR

At31 March 2018 R=ZT—\F=A=+—H

Non-current assets
Property, plant and equipment
Deposits
Retention held by customers for contract works

Current assets
Inventories
Trade receivables
Retention held by customers for contract works
Other receivables, deposits and prepayments
Amounts due from customers for contract works
Tax recoverable
Pledged bank deposit
Time deposits with original maturity
over three months
Bank balances and cash

Current liabilities
Trade payables
Other payables and accrued charges
Amounts due to customers for contract works
Tax payable

Net current assets
Total assets less current liabilities

Non-current liabilities
Deferred tax liabilities

Net assets
Capital and reserves
Share capital

Share premium and reserves

Total equity

The consolidated financial statements on pages 69 to 115 were
approved and authorised for issue by the Board of Directors on 19

June 2018 and are signed on its behalf by:

Mr. Luk Kam Ming
RESERA AL

Director

EE

FERBEE
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EFRAHNIRFENRESR

MBEE

FE

B SRR
EFRANIRFIENRESR
HithEWOR - 1Be RIANRIEA

B A TIEE PR
AU E AR

BHEMBITER

[RE|H RS = A
TEBER

RITRESBIARE

nER=E

S ENFOR
HAENFUERESER
AN TREF A
FERTEIR

M EEFE
BRBEERAPARE

JERBAE
BERIARE
BEFE
B A B frt
B
Bedn i 8 K i e

B

NOTES 2018 2017
i =E-N\F —E—+F
HK$’000 HK$'000

FHET FHT

13 3,312 2,386
15 1,335 693
15 9,361 6,085
14,008 9,164

508 535

14 44,853 31,478
15 7,428 5,262
15 7,365 4,071
16 27,225 32,243
73 -

17 5,000 -
17 20,007 =
17 40,225 58,619
152,684 132,208

18 10,027 8,793
19 11,592 10,545
16 21,022 19,257
- 3,289

42,641 41,884

110,043 90,324

124,051 99,488

20 248 91
123,803 99,397

22 4,000 14,339
119,803 85,058

123,803 99,397

Mr. Chan Chak Lun Philip
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Consohdated Statement of Changes in Equity

REEREER

For the year ended 31 March 2018 HE—F— /\G=A=+—HILFE

Attributable to owners of the Company

A BHEE AN
Share Share OtherAccumulated Total
capital premium reserve profits equity

&S RADEE Hitif# & REEHR wEs
HK$ 000 HK$’000 HK$'000 HK$'000 HK$’000
THET TR TET TET TET

Note
B s
At 1 April 2016 RZZE—RFMNA—H 14,339 — = 81,731 96,070
Profit and total comprehensive FREMREE
income for the year Iyt - - - 13,327 13,327
Dividend (Note 11) RE(Ha11) - - - (10,000) (10,000)
At 31 March 2017 RZT—+F=A=+—H 14,339 - - 85,058 99,397
Loss and total comprehensive FABEREE
expense for the year EhEE - - - (2,146) (2,146)
Dividend (Note 71) s (At 11) - - - (25,000) (25,000)
Arising from Reorganisation (Note) ~ BE#HEEE (A77E) (14,339) = 14,339 = =
Ordinary shares issued BETEBR 4,000 47,552 - - 51,552
At 31 March 2018 R NF=ZA=+—H 4,000 47,552 14,339 57,912 123,803
Note: Other reserve represents the difference between the nominal values of Hist - BfblrEE#E —NFE=ZA=+—HIFEARRGE ZTEBERZ
the ordinary shares issued by the Company and the share capital of Eﬁﬁi}fﬂfiﬁi fﬂ( F 5 RMF2) KIBRATHENE L AR A2 %

subsidiaries acquired through an exchange of shares pursuant to the
Reorganisation (as defined in note 2) during the year ended 31 March
2018.

BE o

SHNREEERAT « —F—t/-N\FFH
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Consolidated Statement of Cash Flows

GeRTRER

For the yearended 31 March 2018 BZE=F—N\F=A=+—HILFE

OPERATING ACTIVITIES
Profit before taxation
Adjustments for:
Depreciation of property, plant and equipment
(Gain) loss on disposal of property, plant
and equipment
Bank interest income

Operating cash flows before movements in
working capital

Changes in amounts due from/to customers for
contract work, net

Decrease in inventories

(Increase) decrease in retention receivables

(Increase) decrease in trade receivables

Increase in other receivables, deposits
and prepayments

Increase (decrease) in trade payables

Increase in other payables and accrued charges

Cash (used in) generated from operations
Income tax paid

NET CASH (USED IN) FROM OPERATING
ACTIVITIES

INVESTING ACTIVITIES

Bank interest received

Purchase of property, plant and equipment

Proceeds from disposal of property,
plant and equipment

Withdrawn of time deposits with original maturity
date over three months

Placement of time deposits with original maturity
date over three months

Placement of pledged bank deposit

Withdraw of pledged bank deposit

Advance from a director

Net cash outflow arising from
disposal of a subsidiary

NET CASH (USED IN) GENERATED FROM
INVESTING ACTIVITIES

FINANCING ACTIVITIES
Proceeds from issue of shares
Share issue cost paid
Dividends paid

NET CASH GENERATED FROM (USED IN)
FINANCING ACTIVITIES

NET (DECREASE) INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS AT END
OF THE YEAR,
represented by bank balances and cash

KMLTechnology Group Limited ® Annual Report 2017/18

Note
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R

FAREIEEBE=18 7
TEHIF R

TF NBEHBIRRITIF

TREVE EIRRIT N
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2018 2017
—B-N\E 5
HK$’000 HK$’'000
FET TFET
712 16,065
1,007 1,093
0} 219
(197) (165)
1,515 17,212
6,783 8,772)
27 10
(5,442) 608
(13,375) 3,992
@,211) (3,098)
1,234 (1,363)
1,050 2,174
(12,419) 15,763
(6,063) (6,405)
(18,482) 9,358
197 165
(1,933) (1,204)
7 —

6,054 2,501
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(5,000) =
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(3) =
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(8,173) -
(25,000) (10,000)
26,827 (10,000)
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58,619 54,558
40,225 58,619




Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability on 5 May
2017 under the Companies Law, Cap. 22 (Law 3 of 1961,
a consolidated and revised) of the Cayman Islands. The
registered office of the Company is located at Cricket
Square, Hutchins Drive, PO Box 2681, Grand Cayman KY1-
1111, Cayman Islands. The principal place of business
of the Company in Hong Kong is located at B12, G/F,
Shatin Industrial Centre, Siu Lek Yuen Road, Shatin, New
Territories, Hong Kong.

The Company’s shares were listed on the GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on
16 October 2017 (the “Listing”). The controlling shareholders
of the Company are detailed in note 2. The principal activity
of the Company is investment holding and its subsidiaries
are principally engaged in the provision of electrical and
mechanical (‘E&M”) engineering solutions and services. The
consolidated financial statements are presented in Hong Kong
dollars (“HK$”), which is the same as the functional currency of
the Company and its principal subsidiaries.

GROUP REORGANISATION AND BASIS OF
PREPARATION

Pursuant to the group reorganisation stated in the Company’s
prospectus dated 29 September 2017 (the “Prospectus”) in
preparation for the Listing (the “Reorganisation”), the Company
became the holding company of the subsidiaries now
comprising the Group on 6 September 2017, the details of
which are as set out in the Prospectus.

As the Group comprising the Company and its subsidiaries
resulting from the Reorganisation continued to be controlled
by Mr. Luk Kam Ming (“Mr. KM Luk”), Mr. Luk Kwai Lung
(“Mr. KL Luk”), Mr. Luk Yin Cheung (“Mr. YC Luk”), Ms.
Leung Kwok Yee (“Madam Leung”) and KML Holdings
Limited (“KML Holdings”) (collectively the “Controlling
Shareholders”) and is regarded as a continuing entity,
accordingly, the consolidated financial statements have
been prepared on the basis as if the Company had always
been the holding company of the Group throughout
the year ended 31 March 2017 under the principles of
merger accounting in accordance with the Accounting
Guideline 5 “Merger Accounting, Under Common Control
Combinations” issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”).

The consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for both
years have been prepared to present the results and cash
flows of the companies comprising the Group as if the
group structure upon the completion of the Reorganisation
had been in existence throughout both years or since their
respective dates of incorporation, where there is a shorter
period. The consolidated statement of financial position
of the Group as at 31 March 2017 has been prepared to
present the assets and liabilities of the companies now
comprising the Group, as if the current group structure
has been in existence at that date taking into account the
respective dates of incorporation, where applicable.
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Notes to the Consolidated Financial Statements

e R R E

For the year ended 31 March 2018 #HE—Z—N\F=A=+—HI-FE

3. APPLICATION OF HONG KONG FINANCIAL

REPORTING STANDARDS (“HKFRSS”)

For the purpose of preparing and presenting the
consolidated financial statements for both years, the
Group has consistently adopted the HKFRSs issued by
the HKICPA that are effective for the Group’s financial year
beginning on 1 April 2017.

At the date of this report, HKICPA has issued the following
new and revised HKFRSs that are not yet effective. The
Group has not early adopted these new and revised

HKFRSs.

HKFRS 9 Financial Instruments’

HKFRS 15 Revenue from Contracts with
Customers and the related
Amendments'

HKFRS 16 Leases?

HKFRS 17 Insurance Contracts*

Amendments to HKFRS 2 Classification and Measurement of
Share-based Payment
Transactions'

Amendments to HKFRS 4 Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts'

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation?

Amendments to HKFRS 10 Sale or Contribution of Assets

and HKAS 28 between an Investor and

its Associate or Joint Venture®

Amendments to HKAS 19 Plan Amendment, Curtailment
or Settlement?

Amendments to HKAS 28 Long-term Interests in Associates
and Joint Ventures?

Amendments to HKAS 28 As part of the Annual Improvements
to HKFRSs 2014-2016 Cycle'

Amendments to HKAS 40 Transfer of Investment Property’

Amendments to HKFRSs ~ Annual Improvements to HKFRSs
2015-2017 Cycle!

Foreign Currency Transactions and
Advance Consideration’

Uncertainty over Income

HK(FRIC)-Int 22

HK(FRIC)-Int 23

Tax Treatments?
1 Effective for annual periods beginning on or after 1 January 2018.
2 Effective for annual periods beginning on or after 1 January 2019.
3 Effective for annual periods beginning on or after a date to be
determined.
4 Effective for annual periods beginning on or after 1 January 2021.

KMLTechnology Group Limited ® Annual Report 2017/18
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Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE—Z—N\F=A=+—HI-FE

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSS”)
(CONTINUED)

HKFRS 9 “Financial Instruments”

HKFRS 9 introduced new requirements for the classification
and measurement of financial assets, financial liabilities,
general hedge accounting and impairment requirements for
financial assets.

Key requirements of HKFRS 9 which are relevant to the
Group:

° in relation to all recognised financial assets that are
within the scope of HKFRS 9, they are required to
be subsequently measured at amortised cost or
fair value. Specifically, debt investments that are
held within a business model whose objective is to
collect the contractual cash flows, and that have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding are
generally measured at amortised cost at the end of
subsequent accounting periods. Debt instruments
that are held within a business model whose
objective is achieved both by collecting contractual
cash flows and selling financial assets, and that have
contractual terms that give rise on specified dates
to cash flows that are solely payments of principal
and interest on the principal amount outstanding,
are generally measured at fair value through other
comprehensive income. All other financial assets
are measured at their fair value at subsequent
accounting periods. In addition, under HKFRS 9,
entities may make an irrevocable election to present
subsequent changes in the fair value of an equity
investment (that is not held for trading) in other
comprehensive income, with only dividend income
generally recognised in profit or loss.

° in relation to the impairment of financial assets,
HKFRS 9 requires an expected credit loss model,
as opposed to an incurred credit loss model under
HKAS 39. The expected credit loss model requires
an entity to account for expected credit losses and
changes in those expected credit losses at each
reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer
necessary for a credit event to have occurred before
credit losses are recognised.

Based on the Group’s financial instruments and risk
management policies as at 31 March 2018, the directors of
the Company anticipate the following potential impact on
initial application of HKFRS 9:

Debt instruments classified as trade and other receivables,
retention receivables, pledged bank deposit, time deposits
with original maturity over three months, and bank balances
carried at amortised cost, these are held within a business
model whose objective is to collect the contractual cash
flows that are solely payments of principal and interest on
the principal outstanding. Accordingly, these financial assets
will continue to be subsequently measured at amortised
cost upon the application of HKFRS 9.

EREBIEREER ([ FEMBHREER D) ()

ERMBEREEAEIRERITA ]
ERUBMESENFEORIEFHESREE SHAE -
R EHRENENERFEZHRERE mﬂﬁ%ﬂﬁ
ZHTE °

ERMBREENFIREAARE BN EERE

. SAEBREEMBRELAEIRBEAND RS
BMEEMS - HRDBRKEBERAR AL ETE -
AREME @ #BEXREMENRSREREOER
BE  RERXNAEREKEELAENEMEES
WHRESRENEBRE - —RNERSFHHEE
REER A E - EBEAFRBEREORSRER
HESREERBNEBIA  URAKAZARE
&r‘ﬁi EEREHE ﬁﬁm%m PHELANREREZ

WEFEBTE - —RABBEMEEMBEEA
ME@JEEE’JE‘KH; FEEMEREEORERS
sHHIRIR AR ERTE - 1IN RIEFBM B RELER
FO5 - BRMUELTTHMEMNERE  REMEEK
@2 RERE (UFFFEEEE) AR ENRRE
8 EREMRE - RNBETER

. HRERMEERENS - BEBEIHERFE0HRIZE
ELEEBRENGERR BB BREENF
SREREREREBEENHE - ARERBEES
REEBRERER Hﬂﬁﬁﬁﬁﬂﬁfﬂgﬁa NZEEHE
EEEZEBAR  URREERRB THHER AR
ZEBH -MFT  BABGRLEGEEMHIEREER
&8 -

BEAEENR-_Z-N\F=ZA=+—ANRIARER
EWWE  ARPEFHEMNRER BT BREEREQ
A TIIERERE

DRREZREMEKFIE - BRREEFIR - AHEMR
TER RIHABB=EANERERNEBTAAR
REERADI R RITER - EHEXASREMEHRER
ERENKBAE BEREEFERHMAEELRSHNE - B
bt RERTENBRESENFIRER  REERMBEERR
AL IR S AN 8 -

SHENEEEARLR « ZE—t/—N\FFRH

75



76

Notes to the Consolidated Financial Statements

e R R E

For the year ended 31 March 2018 #HE-—ZT—\F=A=+—HILFE

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSS”)
(CONTINUED)

HKFRS 9 “Financial Instruments” (continued)

In general, the directors of the Company anticipate that the
application of the expected credit loss model of HKFRS
9 will result in earlier provision of credit losses which are
not yet incurred in relation to the Group’s financial assets
measured at amortised costs that subject to the impairment
provisions upon application of HKFRS 9 by the Group.
The directors of the Company do not anticipate that the
application of HKFRS 9 will have material impact on the
Group’s financial assets.

HKFRS 15 “Revenue from Contracts with Customers”
HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. HKFRS 15
will supersede the current revenue recognition guidance
including HKAS 18 “Revenue”, HKAS 11 “Construction
Contracts” and the related interpretations when it becomes
effective.

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled
in exchange for those goods or services. Specifically,
the standard introduces a 5-step approach to revenue
recognition:

° Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the

contract
o Step 3: Determine the transaction price
o Step 4: Allocate the transaction price to the

performance obligations in the contract

° Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when (or as)
a performance obligation is satisfied, i.e. when ‘control’ of
the goods or services underlying the particular performance
obligation is transferred to the customer. Far more
prescriptive guidance has been added in HKFRS 15 to deal
with specific scenarios. Furthermore, extensive disclosures
are required by HKFRS 15.

In 2016, the HKICPA issued clarifications to HKFRS 15
in relation to the identification of performance obligations,
principal versus agent considerations, as well as licensing
application guidance.
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Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE_—_T—N\F=ZA=+—HILFE

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSS”)
(CONTINUED)

HKFRS 15 “Revenue from Contracts with Customers”
(continued)

The directors of the Company anticipate that the application
of HKFRS 15 in the future may result in more disclosures,
however, the directors of the Company do not anticipate
that the application of HKFRS 15 will have a material impact
on the timing and amounts of revenue recognised in the
respective reporting periods.

HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16
will supersede HKAS 17 “Leases” and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes leases and service contracts on
the basis of whether an identified asset is controlled by
a customer. Distinctions of operating leases and finance
leases are removed for lessee accounting, and is replaced
by a model where a right-of-use asset and a corresponding
liability have to be recognised for all leases by lessees,
except for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and impairment
losses, adjusted for any remeasurement of the lease
liability. The lease liability is initially measured at the
present value of the lease payments that are not paid at
that date. Subsequently, the lease liability is adjusted for
interest and lease payments, as well as the impact of lease
modifications, amongst others. For the classification of
cash flows, the Group currently presents operating lease
payments as operating cash flows. Under the HKFRS 16,
lease payments in relation to lease liability will be allocated
into a principal and an interest portion which will be both
presented as financing cash flows by the Group.

In contrast to lessee accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS
17, and continues to require a lessor to classify a lease
either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS
16.
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Notes to the Consolidated Financial Statements
e SRR

For the year ended 31 March 2018 #HE—ZT— \F=A=+—HILFE

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSS”)
(CONTINUED)

HKFRS 16 “Leases” (continued)

As set out in note 23, total operating lease commitment of
the Group in respect of leased premises as at 31 March
2018 is amounted to HK$10,178,000. Upon the adoption
of HKFRS 16, the directors of the Company expect that the
commitments in the future in respect of leased premises
with the terms more than twelve months will be required
to be recognised in the consolidated financial statements
of the Group in the future as right-of-use assets and lease
liabilities and the directors of the Company do not expect
the adoption of HKFRS 16 as compared with the current
accounting policy would result in significant impact on the
Group’s results.

In addition, the Group currently considers refundable
rental deposits paid of HK$675,000 as at 31 March 2018
as rights and obligations under leases to which HKAS 17
applies. Based on the definition of lease payments under
HKFRS 16, such deposits are not payments relating to the
right to use the underlying assets, accordingly, the carrying
amounts of such deposits may be adjusted to amortised
cost and such adjustments are considered as additional
lease payments. Adjustments to refundable rental deposits
paid would be included in the carrying amount of right-of-
use assets.

Furthermore, the application of new requirements may
result in changes in measurement, presentation and
disclosure as indicated above.

The directors of the Company anticipate that the application
of other new and revised HKFRSs will have no material
impact on the Group’s consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements has been prepared
on the historical cost basis and in accordance with the
following accounting policies which conform with HKFRSs
issued by the HKICPA. In addition, the consolidated
financial statements includes the applicable disclosures
required by the Rules Governing the Listing of Securities
on the GEM of the Stock Exchange and by the Hong Kong
Companies Ordinance.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.
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Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 “Share-based
Payment”, leasing transactions that are within the scope
of HKAS 17 “Leases”, and measurements that have some
similarities to fair value but are not fair value, such as net
realisable value in HKAS 2 “Inventories” or value in use in
HKAS 36 “Impairment of Assets”.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that the
entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset
or liability.

The principal accounting policies adopted are set out
below.

Basis of consolidation

The consolidated financial statements incorporates the
financial statements of the Company and entities controlled
by the Company and its subsidiaries. Control is achieved
when the Company:

o has power over the investee;

o is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.
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Notes to the Consolidated Financial Statements
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For the year ended 31 March 2018 HE—ZT— \F=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Basis of consolidation (continued)

The Group reassesses wWhether or not it controls an investee
if facts and circumstances indicate that there are changes
to one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the statement of profit or
loss and other comprehensive income from the date the
Group gains control until the date when the Group ceases
to control the subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company
and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.

All intra-group assets, liabilities, equity, income, expenses
and cash flows relating to transactions between members
of the Group are eliminated in full on combination.

Merger accounting for business combination

involving entities under common control

The consolidated financial statements incorporate the
financial statements items of the combining entities or
businesses in which the common control combination
occurs as if they had been consolidated from the date when
the combining entities or businesses first came under the
control of the controlling party.

The net assets of the combining entities or businesses
are consolidated using the existing book values from the
controlling party’s perspective. No amount is recognised
in respect of goodwill or excess of acquirer’s interest in
the net fair value of acquiree’s identifiable assets, liabilities
and contingent liabilities over cost at the time of common
control combination, to the extent of the continuation of the
controlling party’s interest.

The consolidated statement of profit or loss and other
comprehensive income includes the results of each of the
combining entities or businesses from the earliest date
presented or since the date when the combining entities or
businesses first came under the common control, where
this is a shorter period.
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Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE—_ZT—N\F=ZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition
Revenue is measured at the fair value of the consideration
received or receivable.

Revenue from design, supply, installation of systems and
implementation of electrical and mechanical engineering
service contracts is based on the stage of completion at the
end of each reporting period. The percentage of completion
is determined using methods that measure reliably the work
performed with reference to the proportion that contract
cost incurred for work performed to date relative to the
budget contract cost.

Revenue from provision of maintenance services is
recognised when services are rendered.

Revenue from the sale of goods and fabrication and sales of
made-to-order products for customers is recognised when
the goods are delivered and titles have passed.

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to the
Group and the amount of income can be measured reliably.
Interest income is accrued on a time basis, by reference
to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on
initial recognition.

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which
the grants are intended to compensate. Specifically,
government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred income
in the consolidated statement of financial position and
transferred to profit or loss on a systematic and rational
basis over the useful lives of the related assets. Government
grants that are receivable as compensation for expenses
or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future
related costs are recognised in profit or loss in the period in
which they become receivable.

TESHEE @)

AR
WARE WU EZ AR EE -

HEt - R ZEREAGMATHRETRRESONKEE
NEREPRCKERE - TRAD IR ST EA
ERIRNTERK2EESERIIRELNA LKA
IEEET R ORAERENL IS 8 TAEE -

PR B AR A W A RS B A RS iERR

HEBMmEATPERE KGR EMANERMNKER
BRI RPAEREEBRER -

KEEBMEENNBWAREEMERATGERALEE R
WA HERE T SERt ERER - FISRAZBREENEAS
MEREBERMNE  REMELER - MEERMNEERAS
EREEMNBERPRFHANM[ARRRSRALERLR
ERERERVIRTERR R FHER L X

BT
BAHB T e EREEABERANEE S ET /MBI
R Rz S B W A LE -

BUR 8 B) Th st A S B HERR 2 5 B S (TR A BY o] TR 88 AK
KRR BERESE 2 EERNBREPHER - LHEE - T8
U AREERBEE  BERSINMBIEREDEENRT
PR A MBI RERBET WAL NEEEENA]
ERAFHRARLREEEEERERE - RTHRIER
THHEHEENBEME  HRNGE TAEE RSB
MEF/BMESN - EARRBRERA - FEERREYGR
HH)EAR AR R AR RERR

SHENEEEARLAR « ZE—t/—N\FFRH

81



82

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment

Property, plant and equipment are stated at cost less
subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of
items of property, plant and equipment over their estimated
useful lives, using the straight-line method. The estimated
useful lives and depreciation method are reviewed at the
end of each reporting period, with the effect of any changes
in estimate accounted for a prospective basis.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Impairment loss on tangible assets

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss, if
any. When it is not possible to estimate the recoverable
amount of an asset individually, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset (or a cash-generating unit) for
which the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised in
profit or loss immediately.
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Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

E&M engineering solutions and services contracts
Where the outcome of an E&M engineering solutions
and services contract can be estimated reliably, revenue
and costs are recognised by reference to the stage of
completion of the contract activity at the end of each
reporting period, measured based on the proportion that
revenue recognised with reference to the proportion that
contract cost incurred for work performed to date relative
to the budget contract costs. Variations in contract work,
claims and incentive payments are included to the extent
that the amount can be measured reliably and its receipt is
considered probable.

Where the outcome of an E&M engineering solutions and
services contract cannot be estimated reliably, contract
revenue is recognised to the extent of contract costs
incurred that it is probable to be recovered. Contract costs
are recognised as expense in the period in which they are
incurred.

When it is probable that total contract costs will exceed
total contract revenue, the expected loss is recognised as
an expense immediately.

Where contract costs incurred to date plus recognised
profits less recognised losses exceed progress billings,
the surplus is shown as amounts due from customers for
contract work. For contracts where progress billings exceed
contract costs incurred to date plus recognised profits less
recognised losses, the surplus is shown as amounts due
to customers for contract work. Amounts billed for work
performed but not yet paid by the customer are included
in the consolidated statements of financial position under
trade receivables.

Financial instruments

Financial assets and financial liabilities are recognised on the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate, on
initial recognition.

Financial assets

The Group’s financial assets are loans and receivables.
The classification depends on the nature and purpose of
the financial assets and is determined at the time of initial
recognition. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in
the marketplace.
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Notes to the Consolidated Financial Statements
e SRR

For the year ended 31 March 2018 #HE—ZT— \F=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)
Financial assets (continued)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a debt instrument and of allocating
interest income over the relevant periods. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees or points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or, where
appropriate, a shorter period to the net carrying amount on
initial recognition.

Interest income is recognised on an effective interest basis
for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including trade receivables, other
receivables and deposits, retention receivables, time
deposits with original maturity over three months, pledged
bank deposit and bank balances and cash) are measured
at amortised cost using the effective interest method, less
any impairment (see accounting policy on impairment of
financial assets below).

Interest income is recognised by applying the effective
interest rate except for short-term receivables where the
recognition of interest would be insignificant.

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of each reporting period. Financial assets are
considered to be impaired where there is objective evidence
that, as a result of one or more events that occurred after
the initial recognition of the loans and receivables, the
estimated future cash flows of the loans and receivables
have been affected.
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Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)
Financial assets (continued)

Impairment of financial assets (continued)
For loans and receivables, objective evidence of impairment
could include:

. significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as a default or delinquency
in interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

Objective evidence of impairment for a portfolio of trade
receivables could include the Group’s past experience of
collecting payments, an increase in the number of delayed
payments past credit period, observable changes in
national or local economic conditions that correlate with
default on trade receivables.

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the financial
asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account
are recognised in profit or loss. When a trade receivable
is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

For financial assets carried at amortised cost, if, in a
subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to
an event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the
investment at the date the impairment is reversed does not
exceed what the amortised cost would have been had the
impairment not been recognised.
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Notes to the Consolidated Financial Statements
e SRR

For the year ended 31 March 2018 #HE—ZT— \F=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)

Financial liabilities and equity instruments

Debt and equity instruments issued by the Group
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments
An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments issued by the
Company are recognised at the proceeds received, net of
direct issue costs.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant periods. The effective interest
rate is the rate that exactly discounts estimated future cash
payments (including all fees paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected
life of the financial liability, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis
for debt instruments.

Financial liabilities

The Group’s financial liabilities including trade payables
and other payables and accrued charges are subsequently
measured at amortised cost, using the effective interest
method.

Derecognition
The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire.

On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable is recognised in profit
or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.
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Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Retirement benefits costs

Payments to the Occupational Retirement Scheme
Ordinance (the “ORSO Scheme”) and the Mandatory
Provident Fund Scheme (“MPF Scheme”) as defined
contribution plan are recognised as an expense when
employees have rendered service entitling them to the
contributions.

Short-term and other long-term employee benefits

A liability is recognised for benefits accruing to employees
in respect of wages and salaries, annual leave and sick
leave in the period that related services is rendered at the
undiscounted amount of the benefits expected to be paid in
exchange for that service.

Liabilities recognised in respect of short-term employee
benefits are measured at the undiscounted amount of
benefits expected to be paid in exchange for the related
service.

Liabilities recognised in respect of other long-term
employee benefits are measured at the present value of the
estimated future cash outflows expected to be made by the
Group in respect of services provided by the employees up
to the end of each of the reporting period.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessee
Operating lease payments are recognised as an expense on
a straight-line basis over the lease term.

Taxation
Taxation represents the sum of the income tax expense
currently payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from ‘profit before taxation’
as reported in the consolidated statement of profit or loss
and other comprehensive income because 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 each
reporting period.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (continued)

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. Deferred tax assets are generally recognised
for all deductible temporary differences to the extent that
it is probable that taxable profits will be available against
which those deductible temporary differences 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.

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.

Deferred tax assets and liabilities are measured 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 rate
(and tax laws) that have been enacted or substantively
enacted by the end of each reporting period.

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

Current and deferred tax are recognised in profit or loss.

Research expenditure
Expenditure on research activities is recognised as an
expense in the year in which it is incurred.

Foreign currencies

In preparing the consolidated financial statements of the
Group, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recognised
at the rates of exchanges prevailing on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items
that are measured in terms of historical cost in a foreign
currency are not retranslated.

Exchange differences on the settlement of monetary items,
and on the retranslation of monetary items are recognised in
profit or loss in the period in which they arise.
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Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in Note 4, management is required to
make judgments, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and underlying
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.

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

E&M engineering solutions and services contracts
The Group reviews and revises the estimates of contract
revenue, contract costs, variation orders and contract
claims prepared for each E&M engineering solutions and
services contract as the contract progresses. Budgeted
contract costs are prepared by the management on the
basis of quotations from time to time provided by the major
subcontractors, suppliers or vendors involved and the
experience of the management. In order to keep the budget
accurate and up-to-date, the management conducts
periodic reviews of the budgets of contracts by comparing
the budgeted amounts to the actual amounts incurred.
Such significant estimate may have impact on the profit
recognised in each period with adjustments made on a
prospective basis.

Recognised amounts of E&M engineering solutions and
services contract revenue and related receivables reflect
management’s best estimate of each contract’s outcome
and stage of completion, which are determined on the basis
of a number of estimates. This includes the assessment of
the profitability of on-going E&M engineering solutions and
services contracts.

For more complex contracts in particular, costs to complete
and contract profitability are subject to significant estimation
uncertainty. The actual outcomes in terms of total cost or
revenue may be higher or lower than estimated at the end
of each of the end of the reporting period, which would
affect the revenue and profit recognised in future years
as an adjustment to the amounts recorded to date with
adjustments made on a prospective basis.

Recoverability of trade receivables

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future cash
flows. The amount of the impairment loss is measured as
the difference between the asset's carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted
at the financial asset's original effective interest rate (i.e.
the effective interest rate computed at initial recognition,
where applicable). Where the future cash flows are less
than expected, or being revised downward due to changes
in facts and circumstances, a material impairment loss/
further impairment loss may arise. As at 31 March 2018, the
carrying amount of trade receivable was HK$44,853,000
(net of allowance for doubtful debts of HK$nil) (2017:
carrying amount of HK$31,478,000, net of allowance for
doubtful debts of HKS nil).
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REVENUE AND SEGMENTAL INFORMATION

An analysis of the Group’s revenue for both years is as
follows:

E&M engineering solutions CETIRRAFTR
and services (Note a) KRR (Hfita)

E&M engineering maintenance services WEIRRERS

E&M engineering design and WETRRT R
fabrication services (Note b) KRARTS (B1aFb)

Sales of parts and component HETH R

Notes:

(@) Amount represents revenue generated from design, supply,

installation of systems and implementation of E&M engineering
solutions and services, including revenue generated from design
and fabrication services for the fabrication of made-to-order
products for the customers, where applicable (“E&M engineering
solutions and services”).

(b) Amount represents revenue generated from design and
fabrication services for the fabrication of made-to-order products
for the customers, such as control room consoles, public access
kiosks and terminals, relay racks, test rigs, control room technical
furniture and industrial enclosures and instrument cabinets, and
also the conducting of ergonomic and work place studies without
supply, installation of systems and implementation of E&M
engineering solutions and services (“E&M engineering design and
fabrication services”).

Segment information

The Group’s operations is solely derived from E&M
engineering solutions and services, E&M engineering
maintenance services with focus on (i) automatic fare
collection system at railway stations; (i) electronic payment
and ticketing system; (i) road and tunnel toll collection
system; (iv) traffic control and surveillance system; and (v)
railway signaling communication and control system, E&M
engineering design and fabrication services and sales of
parts and components during both years. For the purposes
of resources allocation and performance assessment, the
chief operation decision maker (i.e. the executive directors
of the Company) (the “CODM”") reviews the overall results
and financial position of the Group as a whole which is
prepared based on the same accounting policies as set
out in note 4. Accordingly, the Group has only one single
operating segment and no further analysis of this single
segment is presented.
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6. REVENUE AND SEGMENTAL INFORMATION
(CONTINUED)

Geographical information

The Group’s revenue from external customers based on
place of operation of customers and non-current assets by
jurisdictions based on the location of the assets are detailed

below:

Hong Kong BB
Taiwan =
Singapore hns
Canada JIIEYN
Others Eith

Note:  Non-current assets excluded financial instruments.

Information about major customers
Revenue from customers of the corresponding years
contributing over 10% of the total sales of the Group are as

follows:
Customer A BEA
Customer B ®FB

Other than disclosed above, there was no revenue from
customers individually contributing over 10% of the total
revenue of the Group during years ended 31 March 2018
and 2017.
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Revenue Non-current assets
Wz FRBEE
2018 2017 2018 2017
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193,973 171,116 3,312 2,386
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2018 2017
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FExT T T
111,643 104,318
19,670 21,433
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For the year ended 31 March 2018 HE-—ZT— \F=A=+—HILFE

7. OTHER INCOME AND GAIN AND LOSSES, NET 7.

Other income

Bank interest income RITHBHA
Government subsidies (Note a) BT B (K15t a)
Reversal of over-accrued BB FEBERER

payables in prior year (Note b) FERTERIE (K752 b)
Sundry income HEEWA

Other gain and losses, net

Gain (loss) on disposal of property, HEWE - HE KR
plant and equipment Was (E518)

Net foreign exchange gain (loss) SNEMES (B518) 558

Notes:

@) Amount represents subsidies received from the Government

of Hong Kong Special Administrative Region (“HKSAR”) for
the Group’s participation in Youth Employment and Training
Programme, which is initiated by the Labour Department of
HKSAR.

(b) Amounts represented payables accrued in prior years which were
reversed during the year ended 31 March 2017 as the suppliers
did not issue invoices and request for payments for more than
seven years for the goods purchased or services consumed
by the Group and therefore, in the opinion of directors of the
Company, the possibility of being demanded for payments was
remote. Other than that, the Group had settled all the invoices
issued by the suppliers in prior years.
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For the year ended 31 March 2018 #Z - =

8.

SRS I

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

(a)

Directors’ and chief executive’s emoluments

Mr. KL Luk and Mr. YC Luk were appointed as
executive directors of the Company on 5 May
2017, Mr. KM Luk and Mr. Chan Chak Lun (“Mr.
CL Chan”) were appointed as executive directors
of the Company on 9 June 2017. Mr. Lau On Kwok
(“Mr. Lau”), Mr. Law Wing Chi, Stephen (“Mr. Law”)
and Dr. Tse Chi Kong (“Dr. Tse”) were appointed as
independent non-executive directors of the Company
on 20 September 2017. The emoluments paid or
payable to the directors of the Company (including
emoluments for services as employee/directors of
the group entities prior to becoming the directors of
the Company) by the entities comprising the Group
during the years ended 31 March 2018 and 2017 as:

Year ended 31 March 2018 BE-Z-\E=R=t-ALEE
Fees %
Other emoluments Efpd @N
Salaries and allowances
Bonus (Nofe b) N
Retirement beneft scheme Mmﬁﬁi‘ 5
contributions
Total emoluments Eadi e
Year ended 31 March 2017 HE T tH=A=T-AL%E
Fees %
Other emoluments HtbE
Salaries and allowances HEREY
Retirement benefit scheme RIVERIHEI
contrioutions
Total emoluments e

Notes:

(@ The amount for the year ended 31 March 2017
represented management and consultation service
fee paid to K.M. Luk & Engineers Limited, a company
Jjointly controlled by Mr. KM Luk, Madam Leung, Mr.
KL Luk and Mr. YC Luk, in respect of management and
consultation service rendered by Mr. KM Luk and his
spouse, Madam Leung, both of them are employees of
K.M. Luk & Engineers Limited.

(b) Performance bonus is determined by reference to the
duties and responsibilities of relevant individual within the
Group and the Group’s performance.

The emoluments of executive directors were for
their services in connection with management of the
affairs of the Company and the Group.

The emoluments of the independent non-executive
directors were for their services as directors of the
Company.

8. EEZRESHH

(@ EERTFBITHASETMH
RZZ—tFHARH  BEFREEREET LR
ZERARES - RZT—tFANA - BEERL
AR RBRRR S ([FRZB £ D EZE AR AT
TEE -RZE—tFhA=1+H " ALEEE(E
S BREEETEEER]D) RAERIE L (TH
BT DEZERARRBIUFNTES  REZEZ
E-\EREBE—+F=ZA=+—HLFEAKRELE
ZEBENNENRTAREZOFN(BERKA
RAEBZRIEASEERRE /EE2HM) WM
—F 3
Mr. Mr. Mr. Mr. Mr. Mr. Dr.
KMLuk  KLLuk  YCLuk CL Chan Lau Law Tse Total
BERLE EZREE BEYLE REBRE A%t BRE WL szt
HK$000  HK$000  HK$'000  HKS000 HK$'000  HK$000  HKS'000  HK$000
Thr T  TEr TEr  TEr T TEr  TEn
(Note g)
(Hita)
- 60 60 60 66 66 66 318
1,068 550 520 1,140 - - - 3278
- 61 68 "7 - - - 246
- 18 18 91 S = = 121
1,068 689 0666 1,408 66 66 66 4029
- 60 60 60 - - - 180
1,308 520 490 1,104 - - - 3422
- 18 18 88 - - - 124
1,308 598 568 1,262 - - - 3,726
@) HE—FT—+F=A=+—HIFENEIEESE 5 ER B
(R L) (435 TR AES ) 1M AT EFE RiFR
BT FREEHTIRAER LA (— R RESE A - REA - B
FRIAFRFEEZE ST FRFIEH L R]) B EFE RZARHEE -
(b) KBEA B ELREBENE AN BIBEE R E TR AEFRZx

HKET °

BITEFHFH IR BREEERAR R RASEFHRE 2R
B -

BUIFATERHIN I REIERA AR EFRM

bz 75

EH -

SHENEEEARLR « ZE—t/—N\FFRH
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e R R EE

For the year ended 31 March 2018 HE-—ZT— \F=A=+—HILFE

8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS
(CONTINUED)

(@) Directors’ and chief executive’s emoluments

(continued)

During the years ended 31 March 2018 and 2017, no
remuneration was paid by the Group to the directors
of the Company as an inducement to join or upon
joining the Group or as compensation for loss of
office. None of the directors of the Company have
waived any remuneration during the years ended 31
March 2018 and 2017.

(b) Employees’ emoluments
The five highest paid individuals included two
directors of the Company whose emoluments are
included in the disclosures in (a) above for the years
ended 31 March 2018 and 2017. The emoluments of
the remaining three individuals for the years ended 31
March 2018 and 2017, respectively were as follows:

H& MEMER
TEAL (P 5E)
IRIRE AT IR

Salaries and other benefits

Bonus (Note)

Retirement benefit scheme
contributions

Note: Performance bonus is determined by reference to the
duties and responsibilities of relevant individual within the
Group and the Group’s performance.

Their emoluments were within the following bands:

ESRESHFH (F)

(a) ESERIETHASHH(E)

REEZE_ZE—NEA_FT—tF=ZA=+—HLEFE K
SRV ERANABESZNHMERRSIEEMASRAM
AREERSHOEEIIEAEREE REE-_Z—\FK
T +FE-AC+HILEEE BEARRNEERELT
A% o

(b) (EEHH
REBRSHFATEBEREE T \Fh_T—+tF
—A=T—HLEFENSFT AL () BEFRHAR
AMEBESE MNEBE-_Z—\ER-_Z—+F=A
=+—HILEE  EH=BATHHEBMA AT

2018 2017
—2-NF —2—t%
HK$'000 HK$'000
T Tt
2,740 2,689

123 25

54 54

2,917 2,768

Wit - RBEFEATIRZ X EBAF RN AIBE R EFA R E
ERREELETE

RENFMAEIA THE A -

2018 2017

—E-N\E —ET—+F

Nil to HK$1,000,000 Z % 1,000,000/ 7T 2

HK$1,000,001 to HK$1,500,000 1,000,001 7T E 1,500,000/8 7T 1 1
During the years ended 31 March 2018 and 2017, REBEEZZT—)\FR-ZFT—+F=-A=+—HIF
no emoluments were paid by the Group to the five B AEEVERRASRRRFATIHEHHN - (EAKR
highest paid individuals as an inducement to join or SIS MASINAREEE MRS e AR AEE -

upon joining the Group or as compensation for loss
of office.
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For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

9. PROFIT BEFORE TAXATION

Profit before taxation has

been arrived at after charging (crediting):

Auditor’s remuneration
Depreciation of property, plant
and equipment

Directors’ remuneration (Note 8)
Other staff costs
Salaries and other benefits

Retirement benefits scheme contributions

Total staff costs
Contract costs recognised as expense
— E&M engineering solutions and services
Lease payments under operating
leases in respect of:
— office premises
— motor vehicles
Net foreign exchange (gain) loss

(Gain) loss on disposal of property,
plant and equipment

10. INCOME TAX EXPENSE

Current tax:
Hong Kong
Deferred tax (Note 20)

Hong Kong Profits Tax is calculated at 16.5% of the

estimated assessable profit for both years.

The Group is not subject to any income tax in the Cayman
Islands and the British Virgin Islands (“BVI”) pursuant to the

rules and regulations in those jurisdictions.

9. BRBiAT (E1R)EF

R AT R0 (GHA)
AN SIRER

22 GlEd
W% BERRETE

=M (HE8)
Hith 8 TR
Hro MEMmER
RIRTEH GBI

B TR A4

FER AR NA LKA
—HETRARTT R LR
RERERT AR TIIMBERNK -

N

—5E®

FE 51 (i) 588

HEE - B AR (M) 518
10. FFiBBBIX

BEARLTE :
HE
EIERIE (B77E20)

2018 2017
—ZE-N\F —E—+F
HK$’000 HK$'000
FET FHET
1,100 386
1,007 1,093
4,029 3,726
68,859 65,640
2,763 2,850
75,651 72,216
117,264 91,206
5,459 4,376

26 103

(291) 82

@ 219

2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
FET FHET
2,701 2,735
157 3
2,858 2,738

RMEFEE - FENERIR G ERTOENA16.6%1 &

RERZFAEEEBNRANERY - AEERHSEER
REELES ((RBREZEE ) BABMEFAEN -

SHENEEEARLR « ZE—t/—N\FFRH
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mE BRI

For the year ended 31 March 2018 HZE—Z—N\F=A=+—HIFE

10. INCOME TAX EXPENSE (CONTINUED)

The tax charge for both years can be reconciled to the profit
before taxation as follows:

Profit before taxation B A AT )

Tax at the domestic income tax
rate of 16.5%

Tax effect of income not
taxable for tax purpose

Tax effect of expenses not TAMBAZ OB E
deductible for tax purpose

One-off tax reduction (Note) —IRUBIER R (A7)

Tax charge for the year AEEMEBERALZ

Note: Amount represents the one-off reduction of profits tax for the
both years proposed by the Financial Secretary of HKSAR.

11. DIVIDEND
During the year ended 31 March 2018, the Company
declared and paid special dividend of HK$25,000,000 to
the Controlling Shareholders.

Other than disclosed above, no dividend was paid or
declared by any group entity during both years.

KML Technology Group Limited ®¢ Annual Report 2017/18

10.

ARV B E

=

1.

Frigwipa ()

TA R {4 2 Y B RO A5 TR P BB A A AT R AN T

RBIAFSHE 16.6% T E 2 Hi1A

2018 2017
—=-n% ——tF
HK$’000 HK$'000
T Tis
712 16,065

117 2,651
(80) (29)

2,881 156
(60) (40)

2,858 2,738

Mat - AR B R BT AR ] AR AW — R

Vs
RE
RBE-_Z-N\FZA=Z+—HILFE AR2FEERKR
RIS R iR UR. 25,000,000 78 7T THEARALER. ©

B LR ERE SN
RERBE.

RMEFE  SEEMEEEEIKN
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For the yearended 31 March 2018 #HE—ZT—N\F=A=+—HIFE

12. (LOSS) EARNINGS PER SHARE

The calculation of basic (loss) earnings per share
attributable to the owners of the Company is based on the

S (K18) BF
AR A A SR A (518 ) BRI o2 A T Bkt

st
(=

following data:
2018 2017
—ZE-N\F —E—+F
HK$’000 HK$'000
FHET FHET
(Loss) earnings: (E18) &8l
(Loss) earnings for the purpose PBIEstE SR ER (&i8) BT
of calculating basic (loss) 2 (E518) &7
earnings per share
— (Loss) profit for the year attributable ~ —72~A R1#EH AFEIL
to the owners of the Company FA(H8R) & (2,146) 13,327
’000 000
FB Fix
Weighted average number of shares: AR An i3 &
Number of ordinary shares for RETESRER(FE)
the purpose of calculating BFlz L miRE R
basic (loss) earnings per share 345,753 300,000

The weighted average number of ordinary shares for
the purpose of calculating basic (loss) earnings per
share has been determined on the assumption that the
Reorganisation, the Capitalisation Issue and Share Offer as
defined and described in notes 2 and 22 respectively had
been effective on 1 April 2016.

No diluted (loss) earnings per share for both years were
presented as there were no potential ordinary shares in
issue during both years.

At EERER(ER) B S 0 ERRInEFE8E
RIEE2 ] 22 R SUE At O B4R - B AL BT R fn 3%
ERT—REOA-BEREMNBRRMERE

HRZMEFEALED ETEELER - XM EFE
W25 ST (B18) &5 -
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For the year ended 31 March 2018 HZE—Z—N\F=A=+—HIFE

13. PROPERTY, PLANT AND EQUIPMENT

Cost A

Asat 1 Apr 2016 RZE-"EEA-A
Additions hE

Disposals i 3

Asat 31 March 2017 RZE-t§=R=+-A
Additions HE

Disposals e

Asat 31 March 2018 RZF-\E=f=1+-A
ACCUMULATED DEPRECIATION ZithiE

Asat 1 Aprl 2016 RZF—"ENA-A
Provided B

Eliminated on dlsposal RILEREH

Asat 31 March 2017 R=F—t#=fA=1-H
Provided Bk

Eliminated on lisposal RHEREH

Asat 31 March 2018 R=F-\#=f=1-H
NET CARRYING VALUES FEFE

Asat 31 March 2018 RZF-\E=f=1-H
Asat 31 March 2017 S

The above items of property, plant and equipment are
depreciated on a straight-line basis at 20% per annum.

98 KML Technology Group Limited ® Annual Report 2017/18

13. Y% BMERRE
Furniture
Computer  Leasehold and  Plantand Motor

equipment improvement fixture  machinery vehicles Cruiser Total
ElNE RENIEBGARECEE HERES AE MR izt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T Tir Tién Tén T Tir Tién
6,263 1,268 566 4,156 1,930 - 14,163
234 342 33 262 33 364 1,068
- (498) - (303) - - (801)
6,487 1,102 599 4115 2,263 364 14,930
461 549 239 684 - - 1,938
%) - - - - - %)
6,850 1,651 838 4799 2,263 364 16,765
5,488 819 487 3,783 1,506 - 12,083
340 101 52 210 317 73 1,008
- (326) - (256) - - (682)
5828 594 539 3,687 1,828 73 12,544
353 154 56 218 153 73 1,007
] - - - - - 9
6,083 748 5% 3,906 1,976 146 13,453
767 908 A3 894 287 218 3312
659 508 60 428 440 291 2,386

Lt - S RREEE AEREEERGF0NNE -
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For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

14.

TRADE RECEIVABLES

The Group grants credit terms of 30 to 60 days to its
customers from the date of invoices on progress billings of
contract and maintenance works and sales of goods. An
aged analysis of the trade receivables presented based on
the invoice date at the end of the reporting period.

0-30 days 0&30H

31-60 days 31260H
61-90 days 61290 H
Over 90 days BB 90 H

Before accepting any new customer, the Group assesses
the potential customer’s credit quality and defines credit
limits by customer. Credit limits attributable to customers
are reviewed regularly. As at 31 March 2018, approximately
48% (2017: 80%) of trade receivables are neither past due
nor impaired have good credit quality. These customers
have no default of payment in the past.

The Group has a policy for allowance of bad and doubtful
debts which is based on the evaluation of collectability
and ageing analysis of accounts and on management’s
judgement including the creditworthiness and the past
collection history of each customer.

Included in the Group’s trade receivables are debtors
with aggregate carrying amount of approximately
HK$23,547,000 (2017: HK$6,169,000) which are past due
at 31 March 2018, for which the Group has not provided for
impairment loss as there has not been a significant change
in credit quality of the trade receivable and the amounts are
still considered recoverable. The Group does not hold any
collateral over these balances.

14.

B 5 RWE0R

AEERSORGETZEERAERANARBEES ML
RMEFEFPEHI0AEC0 AMNEEN - RIEMRENER
R HIZ 5 E 5 RUGRIERRE DT ©

2018 2017
—E-NF —T—tF
HK$°000 HK$°000
FET TET
17,118 20,650
19,370 6,240
2,700 4,138
5,665 450
44,853 31,478

AEFENEREMFEL AT EEERPNERERRR
EEEERSE - TPHNEERESEHRT - RN\
FZA=1+—8 K48% (ZZF—+5F : 80%) & 5 UK
HRERHTERE  FRERRE - ZEFPNBEL
ERAHUA -

AEEEFTERERBEBEBOR - ABERER FURM A A%
AHE RERERAMIA R EEERHE (RS FFOHEE RSB
RS 1B -

RZBE-NF=ZA=+—R0 " st ATEHE JRKFIEN
FENERIE (BB ) BREAEL 523,547,000 T (=&
—+t% 6,169,000/ 87T) - MR E ZEUGKRENERER
WE\EAEE  BABFBEDRSEEA FRE - AEEL
BRI EHURERBIREE - REBUBRZSERIFRE
AR5 o

SHENEEEARLR « ZE—t/—N\FFRH
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For the year ended 31 March 2018 HE-—ZT— \F=A=+—HILFE

14.

TRADE RECEIVABLES (CONTINUED)

Ageing analysis of trade receivables which are past due but
not impaired based on the invoice date at the end of the
reporting period.

31-60 days 31E60H
61-90 days 61290 H
Over 90 days BB 90 A
Total “@Et

In determining the recoverability of a trade receivable, the
Group considers any change in the credit quality of the
trade receivable from the date credit was initially granted up
to the end of each reporting period. The trade receivables
past due but not provided for as at the end of each
reporting period were either subsequently settled or from
customers with no history of default. The directors of the
Company believe no further credit provision is required in
excess of the allowance for doubtful debts. No impairment
loss of trade receivables recognised as at 31 March 2018.

Trade receivables of HK$209,000 (2017: HK$215,000)
were denominated in United States Dollars (“USD”) at 31
March 2018.

KMLTechnology Group Limited ® Annual Report 2017/18

14.

B 5 RWEOR ()

RBEPRERNBERARELNCBRERRENE S E
WRIBRRER AT IA T

2018 2017
—E-N\E T4
HK$’000 HK$'000
FEx FHT
15,182 1,581
2,700 4,138
5,665 450
23,547 6,169

ETESRKFIATKREMNE FEEZEE NS REE
EAMEEERMERRILEIRUGKBEEREE ZNEM
B NI MEHRDARELERENE ZRYGIAR
HERCHS  IRABEABERNES - RRABEER
R BARBHRREEE - SERESEERE - N8
2R N\F=ZA=+—RILBSRFIRL ERERRE -

R-T—NE=A=+—H8 ' &5 EWFKIE209,000% T
(ZZF—+%F : 215,000870) AETT ([T HIE -
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For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

15. RETENTION RECEIVABLES/OTHER
RECEIVABLES, DEPOSITS AND PREPAYMENTS

15. BRRES HtEKIRIE - RERALGTE

2018 2017
—E-N\F —T—+F
HK$’000 HK$'000
FExT FExT

Non-current: JERNAR
Retention receivables (Note) FEWIRB S (A/22) 9,361 6,085
Deposits Be 1,335 693
Total 5T 10,696 6,778

Current: BNAR

Retention receivables (Note) FEWRB S (A/22) 7,428 5,262
Advances to suppliers BRTHERD 5,144 1,633
Deposits Re 38 651
Staff advances BT#®R 293 425
Prepayments AT FE 1,063 677
Prepaid listing expenses AN ETAX - 362
Deferred listing expense RE ETAX - 185
ORSO received (defined in note 25) BRI EIE BB GRIR (EE Z 5L 25) 768 203
Other receivables E At ENGRIE 59 35
7,365 4,071
Total FE 25,489 16,111

Note: Retention monies withheld by customers of contract works are
unsecured, interest-free and recoverable after the completion of
maintenance period of the relevant contracts or in accordance
with the terms specified in the relevant contracts, which is
mostly within 1 year from the date of completion of respective
E&M engineering solutions and services projects. In the opinion
of the directors of the Company, the retention receivables to
be received after 1 year are classified as non-current assets
in consolidated statements of financial position since it is not
expected to realise the retention receivables in the Group’s
normal operating cycle.

The retention receivables are to be settled, based on the
expiry of the defects liability period, at the end of each
reporting period:

On demand or within one year BRERFINR—FA
After one year R—F1&

FEPHIENEX) TIZRE 2 BELA - £ERIIGEERIER
SERK IR SCARIF ARG AORUE IR AT T4k E] - K227 B 1ARIKE
TR AT FFIRFIE B 5K A Beat ey 1 F A f el - K23 &)
BERR R FIRWRAERRE DA E I BRIR S
BRI TBAE A RBRARAEEEZELFINT & ETE
KREE -

ERRE SR EREMRENREMERREE

2018 2017

= Ui —T—%
HK$000 HK$'000
Fi#R TR
7,428 5,262
9,361 6,085
16,789 11,347

SHENEEEARLR « ZE—t/—N\FFRH
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For the year ended 31 March 2018 #HE-—ZT—\F=A=+—HILFE

16.

17.

AMOUNTS DUE FROM/TO CUSTOMERS FOR
CONTRACT WORKS

Contracts in progress at the end
of the reporting period:

Actual costs incurred plus recognised
profits less recognised losses

Less: Progress bilings B EE IR

Analysed as: DA

Amounts due from customers for
contract works

Amounts due to customers for
contract works

TIME DEPOSITS WITH ORIGINAL MATURITY
OVER THREE MONTHS/PLEDGED BANK
DEPOSIT/BANK BALANCES AND CASH

As at 31 March 2018, bank balances and cash comprise
cash held by the Group and bank deposit carry interest
at market rates which range from 0.01% to 3.36% per
annum (2017: 0.01% to 1.20% per annum), with an original
maturity of three months or less.

As at 31 March 2018, pledged bank deposit represented
deposit pledged to a bank to secure a bank facility granted
by a bank to the Group, carried fixed interest rate of 0.01%
per annum.

As at 31 March 2018, time deposits with original maturity
over three months comprise bank deposits of fixed interest
rates ranged from 0.69% to 1.28% per annum.

The Group’s short-term time deposits, pledged bank
deposit and bank balances and cash that are denominated
in currencies which are not the functional currency of the
Group are set out below:

Euro (“EUR") BT (TRt ))
Renminbi (“‘RMB”) ARE(TARE ]
UsD EL

New Taiwan Dollars (“NTD”) Fak(watl)

KMLTechnology Group Limited ® Annual Report 2017/18

RS HRETH

16.

#)

IR A M TREPHIA

AN TREPHIA

17.

BEESBIRAAIND BRI R e

EW EREHNIREFRE

2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
FEx FHET
326,274 211,051
(320,071) (198,065)
6,203 12,986
27,225 32,243
(21,022) (19,257)
6,203 12,986

REEMEBB=EANERER  FERFRTERUR
RITEBRRE

RZE—NF=A=1+—80 " RTEBKLEERSEELAEE
FiiFRE RREIEA A=A SA TRITHFEFIEN F0.01%
£3.36% (ZF—tF : 0.01% £1.20%) T 5 F F| K5t
SIS

RZZ—N\F=ZA=+—H FERARTEIEERTR
TARBITAAREBER LM RITRE(EER - REEFH
KO.01%EHR °

RZZE-N\F=ZA=+—0" REHABB=EANEH
FHREEFFETENENF0.69% = 1.28% HIFRTTIFH -

VAT 851 A S (8 90 3F DA TR S (B Th BE B W RHE HY A2 HAE HA IR
TR BERRTERRRITERLRS

As at 31 March

R=ZA=+—H
2018 2017
—EB-N\F —T—tF
HK$°000 HK$'000
TR TAT
582 146
2,810 2,461
677 1,713
376 478
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For the year ended 31 March 2018 #HE_—_T—N\F=ZA=+—HILFE

18. TRADE PAYABLES 18. EZEMARE

BEKDBENIRERBOEERNTF0E6C0H - ATH
REREHRENBERAHZ2IINE SN FBRE DT

The credit period on purchases and subcontracting of
contract work services ranges from 30 to 60 days. The
following is an aged analysis of trade payables presented
based on the invoice date at the end of the reporting period:

2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FERT FAExT

Trade payables: B S EMNFIE :
0-30 days 0% 30H 3,464 2,303
31-60 days 31E60H 89 1,378
61-90 days 61E90H 694 85
91-365 days 91 £ 365 H 879 82
Over 365 days #R3iA 365 H 4,901 4,945
10,027 8,793

As at 31 March 2018 and 2017, included in the trade
payables aged over 365 days was an amount of
HK$4,901,000, representing the full provision of the
Group’s contractual obligation, which was pending
settlement as the Group was in dispute with the
counterparty for final settlement. No reversal of this payable
was recognised during the two years ended 31 March 2018
as the derecognition criteria in accordance with the Group’s
accounting policies does not meet.

As at 31 March 2018, trade payables of HK$370,000
(2017: HK$480,000) and HK$98,000 (2017: HK$38,000)
were denominated in USD and NTD respectively.

RIE-NER-_ZE—+F=A=+—0 " FAZZEN
FRIE B BR Bk %8 38 365 A AY 3XIE A 4,901,000 7T+ #E B AR
EEANETREEE  ZFBFLE AN AEER
HF IR EETESEAR - RBZE=-Z—)\F=A
=+ —HIMEFE W ERRBLEZEMNKIE  BARE
REBMEFHEEER - ETFEIUERERIZZE -

RZZE—N\F=ZA=+—H " ZE5ENMFIA370,000E T
(ZZ—+%F : 480,000 7T) % 98,0008 (=T —+F :
38,0007 7T) D RIASETT R A HEFIE -

19. OTHER PAYABLES AND ACCRUED CHARGES 19. HttENRERETEA
2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FEx FHT
Accrued staff costs FEFFB IAA 4,207 4,083
Provision for annual leave FREE 2,309 2,241
Provision for long service payments RERE S BHE 760 965
Retention payables (Note) ERHRBE (K1:7) 2,455 1,861
Accrued management service fee to AT EERBET

Mr. KM Luk (Note 24) BE 88288 5 A (M aE 24) o 508
Other accrued charges HibfEst & A 1,861 886
Other payable H A IR o 1
11,592 10,545

Note: Retention payables to sub-contractors of contract work are Wit . ERDEERELNTRRE S BEE  BHALGRIEEE#

1EHIZ K IR FARIRIBRT & ATHRE A IR N » B ARSI B TIEAF
AT RFRIEER T AR N F 1225 »

interest-free and payable by the Company after the completion
of maintenance period of the relevant contracts or in accordance
with the terms specified in the relevant contracts, ranges from
1 to 2 years from the completion date of the respective E&M
engineering solutions and services contracts.
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For the year ended 31 March 2018 #HE—ZT— \F=A=+—HILFE

20. DEFERRED TAXATION 20. EFEFIIE
The following is the major deferred tax liabilities recognised UTARAREERBEFEERANEEELHBEENE
and movements during the current and prior years. & o
Accelerated Provision of
tax long service
depreciation payment Total
MEHEFE RBRBSEBE e
HK$’000 HK$’000 HK$°000
FExT FET FET
At 1 April 2016 RZZE—R"FHEA—H 234 (146) 88
Charge (credit) to profit kB (FEA) B (#aE10)
or loss (Note 10) 16 (13) 3
At 31 March 2017 RZT—tF=A=+—H 250 (159) 91
Charge to profit kg 18&= (A 10)
or loss (Note 10) 123 34 157
At 31 March 2018 RZZE—NF=A=+—H 373 (125) 248
21. RECONCILIATION OF LIABILITIES ARISING FROM 21. RETHFELEEZHIE
FINANCING ACTIVITIES
Non-cash changes
FREEH
As at Share As at
1 April  Financing  Dividend issue costs 31 March
2017 cashflows  declared incurred 2018
R-E-t§ RERS BERK EELERH R-Z-NF
mA-H e RE BRIRA=ZA=+-H
HK$000 HK$000 HK$000  HK$000  HK$'000
TER TERT TER TR TER
(Note) ~ (Note 11)
(Bzt)  (BsE11)
Dividend payables FERARS - (25,000) 25,000 - -
Prepaid listing expenses B LAY (90) (8,179 = 8,263 =

Note: The cash flows represent the payment of dividend and costs

incurred related to issue of new shares.
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22,

SHARE CAPITAL

The share capital of the Group at 1 April 2016 and 31
March 2017 represent the aggregate share capital of KML
Engineering and KML Technology directly held by the

—N\F=A=1T—HLFE

22, A
REER=F
EESGOEELEY

Controlling Shareholders prior to the Reorganisation.

The share capital of the Group at 31 March 2018
represents the share capital of the Company as follows:

AEBR-_ZT—
AN HREANT

—RFEOA-BRZ

—tF=H=+—H
E!‘JHXZISZ%% Hxﬁxﬁﬁ’\iiﬁﬁuE%ﬁﬁmﬁﬂﬂﬁilﬁﬁﬁﬁﬁ

NEZA=+—BHBRAEBERRFNRK

Number
of shares Amount
BREEE -]
’000 HK$’000
TR FET
Ordinary shares of HK$0.01 each SFHRTEE0.01 B Th LB
Authorised: JETE ¢
At 5 May 2017 (date of incorporation) R-ZE—+FRARHE (GEMKZBH) 38,000 380
Addition (Note i) RE (/fﬁ;fl) 3,762,000 37,620
At 31 March 2018 R-E—N\F=A=+—H 3,800,000 38,000
Issued and fully paid: BT KRB -
At 5 May 2017 (date of incorporation) RZZE—+FRARAB (FMAIZAE)

(Note i) (H1azii) - -
Issue of shares as part of EABR=_F—tFNARA

Reorganisation on BB BTG (K i)

6 September 2017 (Note iii) 10 S
Capitalisation Issue (Note v) BARCEIT (a7 iv) 299,990 3,000
Issue of shares on 16 October 2017 RZE—+tF+A+AEBRRH

by way of share offer and BE RS NETRD (Hitiv)

placing (Note iv) 100,000 1,000
At 31 March 2018 R-E—N\&E=A=+—H 400,000 4,000

Notes: Hiat -
0] On 29 September 2017, the authorised share capital of the 0 REZF—+FEAA=ZF/A  RER=ZF—+FNA=+HiEE

Company was increased from HK$380,000 to HK$38,000,000 by
the creation of a further 3,762,000,000 shares of HK$0.01 each
pursuant to a resolution passed on 20 September 2017.

(ii) On date of incorporation, 1 share of HK$0.01 was allotted and
issued to KML Holdings at a subscription price of HK$0.01.

(i) As part of the Reorganisation, the Company issued shares during
the year which are detailed below:—

@) On 9 June 2017, 45, 35 and 19 shares of the Company
were allocated and issued to KML Holdings, Mr. KM Luk
and Madam Leung respectively, and

b) On 6 September 2017, the Company issued 4,554,
3,465 and 1,881 shares to KML Holdings, Mr. KM Luk
and Madam Leung, respectively.

(iv) The shares of the Company have been listed on the GEM of the
Stock Exchange by way of share offer and placing on 16 October
2017. 100,000,000 shares of the Company of HK$0.01 each
were issued at an offer price of HK$0.60 per share by way of
share offer and placing (the “share offer”). On the same date,
299,990,000 of the Company’s new shares were issued through
capitalisation of HK$2,999,900 standing to the credit of share
premium account of the Company (the “Capitalisation Issue”) to
Controlling Shareholders.

HYRF SR IZR 3,762,000 iR B AR BT 18 0.01 BT8R (9 + K22 A149
JETERRA1E 380,000,8 7T 48 1% 38,000,00078 7T °

(i) Rt B4 - —IREEO.01 BTTHIRIFI£0.01 BT AR5 1B
A3 R 77 T KML Holdings °

(i) TER B — P AR AR TG RR)FREETRY -
(@ R-F—FFNANA 4588 - 36 R R 19RE L A]fRk 17

BB BB FRML Hololings - BB 4 iR 41
%

(b) RZF—+FNANH » ZREFFIFIKML Holdings
ﬂ*f*%ﬁfit&ﬁ@%f S FI#(T4,664 /% - 34658 % 1,681
RAR 7

(iv) EREABOR-F—+F+A+NAEBRGEFERIE R
KHTGEM LT - Z’Y N A]EEBR BERLE( [ROEE] )
15K % & (8 0.60% 7T %177 100,000,000 8% # % 1 18 0.01 Y& 7T
BIR1G o RIAIH - KL EIEEE XL R AR 5 (B AR
2,999,9008 7T [ AR %77 299,990,000 RFT AR 17 ( [ EAAE
77/ ) e

SHAMEEERRAE « ZT—t/—N\FFR
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23. OPERATING LEASE

The Group as lessee

The Group leases various office premises under non-
cancellable operating lease agreements. The lease
terms are between 2-5 years, and the majority of lease
agreements are renewable at the end of the lease period at
market rates.

As at 31 March 2018 and 2017, the Group had
commitment for future minimum lease payments under non-
cancellable operating leases which fall due as follows:

T R iET
R—FR

Land and buildings
Within one year
In the second to fifth year inclusive

24. RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in the consolidated financial
statements, the Group had the following transactions with
its related parties during the both years:

Management and consultation service
fee paid to K.M. Luk
& Engineers Limited (Note a)

Purchase of materials from
Logistic Industrial (Note b)

Rental fee paid to
KML Ltd. (Note ¢)
K.M. Luk & Engineers Limited

Notes:

@) Amount represents management and consultation service fee
paid to K.M.Luk & Engineers Limited, a company jointly controlled
by Mr. KM Luk, Madam Leung, Mr. KL Luk and Mr. YC Luk , in
respect of management and consultation service rendered by
Mr. KM Luk and his spouse, Madam Leung, both of them are
employees of K.M.Luk & Engineers Limited.

During the year ended 31 March 2018, no service was rendered
by Madam Leung to the Group.

Starting from 1 April 2017, the service fee, in respect of
management and consultation service rendered by Mr. KM Luk to
the Group, was paid to Mr. KM Luk directly and was included as
director’s remuneration.

(b) Logistic Industrial Supply Company Limited (“Logistic Industrial”)
is a company which Mr. KM Luk and Madam Leung have
significant influence over it.

) KML Ltd. is controlled by Mr. KM Luk. The rental fee paid is
regarded as continuing connected transaction.
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E_F2FENF (BEREARMSF)

24,

XA PG TRARAR
WEIRRAEARSE (Mita)

ST TIIENES &R
BiEBR AR (ffitc)
P& T2 AR AR

HEEE

REEEREBA

AEBEEETARECEHERER THEERAE
% - HEHIRA/2E5F - ARFDHEE A RERR
i ERE

RZBE-N\FEZZE—tF=ZA=+—8B XEEHEET
ARG R M SR TRRRREREANE - ERHMT

2018 2017
—E-N\F —E—tF
HK$°000 HK$'000
T FET
5,402 5,282
4,776 918
10,178 6,200

oy

BEa M BRREMEMBREIN  AEERMEFER
BRI TIIRS

8 - T SRR (H/37)

2018 2017
—E-N\F —E—tF
HK$°000 HK$'000
T FET

- 1,308

35 149

4,206 3,960

26 103

(@) BRI B L L RAIERL L (ALY BEEH TIEFR
RAIIER ) T (R ey 1 R B ARIBEZ N PHEEH T EHRL
Al (— LA E  RES  BEFRAELEREZHELERF
1EHIEI 2 7] B EHE R FARBE

REBEZ-F—N\F=ZA=1—HILFEF RLLTHERFEEIE
HART -

H=F—+FH— A - S AR B R A EE
REZARB VIR EC BT TR LR AEEFTH

®) IBLTHREBHMBRAG (ELTE]) BEEFERRLLEHE
BEAZEHILA]

(© B BRN A SIS L 1R - EX VAR R RIFEMER
5 o



Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE—_ZT—N\F=ZA=+—HILFE

24.

25.

RELATED PARTY TRANSACTIONS (CONTINUED)

Compensation of key management personnel

Key management personnel of the Company are the
directors of the Company. Their remunerations during the
years ended 31 March 2018 and 2017 were set out in note
8.

RETIREMENT BENEFITS SCHEMES

The Group participates in both a defined contribution
scheme which is registered under the ORSO Scheme
and the MPF Scheme established under the Mandatory
Provident Fund Ordinance in December 2000. The assets of
the schemes are held separately from those of the Group,
in funds under the control of trustees. Employees who were
members of the ORSO Scheme prior to the establishment
of the MPF Scheme were offered a choice of staying within
the ORSO Scheme or switching to the MPF Scheme,
whereas all new employees joining the Group on or after 1
December 2000 are required to join the MPF Scheme.

For members of the MPF Scheme, the Group contributes
5% of relevant payroll costs to the Scheme, which
contribution is matched by the employee.

The ORSO Scheme is funded by monthly contributions from
both employees and the Group at rates ranging from 5% to
8% of the employee’s basic salary, depending on the length
of service with the Group.

The total expense recognised in profit or loss of
HK$2,890,000 (2017: HK$2,974,000) during the year
ended 31 March 2018 represents contributions payable to
these plans by the Group at rates specified in the rules of
the plans.

The contributions paid and payable to the schemes by the
Group are disclosed in note 9.

24.

25.

BEE RS (%)

BEREE A B HH
ARFEREBAERARFESR - RERBE_ZT—N
FRZZE—F=ZA=T—HILFENFHRH T8 HE -

BAREREE

REBEZEFREEREE - W RIBE R BRHIF
g R AREAH(R_ETTF+ - ARERHIER
B RGISL) Mt - ZFABEERITARESEA
B BMALBEZEESFREA - RBEEFTEKIIATE
RBZERKE K E 2R B AR EEES M RRG
B REBR2MRESE R _TETFE+ - A—H
R RIMAREE 2 B HEERIRSIRIEDETE -

HREEFBZKEMS AEEARAZI 2BERTE
BRAYES% R - ZEHRERE 2 HREE— 2 -

BERRAGEEDIF B2 B2 KRB RE RAEELRN T&
HIEF 5% £ 8% (F8 AR BURR IR T AN B 80
g -

REE-Z—N\FEZA=Z+—HILFE  RBFPEID
#85 ¥ 2,890,000/8 7L (ZZF —+t4F : 2,974,000/ 7T) FEAR
SERE 2 RAETE L RN T 2S8R0 EK -

REEE T B R B ORI S 9 3R -

SHENEEEARLAR « ZE—t/—N\FFRH
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26. PARTICULARS OF SUBSIDIARIES OF THE COMPANY 26. AAFMEBLBNFESE
The Company has direct and indirect interests in its AAFIRENBARBEEEZENEEER  HAMEHRBEA
subsidiaries, all of which are private limited liability RAIBLABRETAR (MR BABRINEMKL - BES
companies (or, if incorporated outside Hong Kong, have FLAD R RBURUARR) - B0 -
substantially similar characteristics to a private company in
Hong Kong), the particulars of which are as follows:
Attributable equity
interest of the Group
RT3 B BEEARERE
Place and as at 31 March
date of Place of =A=+—H
Name incorporation operation 2018 2017 Principal activities
£ REfR A b 26 % B HA AR it B =E-N\F ZE—tF FEEH
Directly held:
BT
KML Group (BVI) British Virgin Hong Kong 100% TEA Investment holding
Limited Islands (“BVI”) BE BREER
16 May 2017
REELHS
(TRBRLHS])
—ET—tFRATA
Indirectly held:
RS
KML Engineering Hong Kong Hong Kong 100% 100% Provision of
SRR TE 12 August 1977 B professional E&M
B system engineering
—NtEtFNA+=H services for railway
and road transport
infrastructure projects
and sales of parts and
components
REERARZBERZIAR
REEERERGTIZ
AR R SHE T R BD 1
KML Technology Hong Kong Hong Kong 100% 100% Provision of
REARH 21 October 1988 BA professional E&M
BB system engineering
—RNANE services for railway
+RA=+—AR and road transport
infrastructure projects
R R AR BEREIER
REEERERGTR
RS
KML Transtech Limited  Hong Kong Hong Kong S 100% Inactive
(“KML Transtech”) 23 June 2000 BB (Note) Tm
SAEHBRAERAR B (Bf:t)
(M=AAEME]) —ZETTF
ANAZ+TZ=H

Note: On 9 June 2017, all the issued shares of KML
Transtech were transferred to Ms. Chan Patricia, the
spouse of Mr. KL Luk for at a total consideration of
HK$1,932,722 with reference to the net asset value
of KML Transtech. Details are set out in note 27.

108 KML Technology Group Limited ® Annual Report 2017/18

Wit - R=—ZE—tEXANE  aREMRENmEEE
TRHDESESPENEIRNEERE SETE
FREENREBMRIMSE LT - BR(EAR1,932,722/8
TC © FEIEHRHIFE27 ©



Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31 March 2018 #HE_—_ZT—N\F=ZA=+—HILFE

27.

28.

29.

DISPOSAL OF A SUBSIDIARY 27.
On 9 June 2017, the Company disposed of its entire
interest in KML Transtech to Ms. Chan Patricia, for a

total consideration of HK$1,932,722 with reference to

the Company’s interest in the net asset value of KML
Transtech. The net assets of KML Transtech at the date of
disposal were as follows:

Analysis of asset and liability over which control was

lost:

Bank balance and cash RITHEHBRIRS
Accrual fEETE A

Net asset disposed of HEEEFE

Gain on disposal of a subsidiary:

Consideration received B RAE

Net asset disposed of HEEEFE
Gain on disposal S W a

Net cash outflow arising on disposal: HEEEZRER
Cash consideration received BHIRERE

Less: bank balance and cash disposed of

MAJOR NON-CASH TRANSACTION

During the year ended 31 March 2017, the Group
purchased a cruiser through the deposits of HK$364,000
paid in year ended 31 March 2016.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to owners through the optimisation of
the debt and equity balance.

The capital structure of the Group consists of debt and
equity of the Group, comprising issued share capital and
accumulated profits.

Management of the Group reviews the capital structure
regularly taking into account the cost of capital and the
risk associated with the capital. The Group will balance its
overall capital structure through issuance of new shares and
the raise of borrowings.

B HERITESRERS

28.

29.

HE—BHEAF

RZZT—tEXNANE  EREARTRSHENRITE
EFERENER - N RHRENRE 1,932,722 B T AR
BT HENSPEMRE2IBE - SHEARMEREH
EAPHEEFENT :

HEXERFENEERBENDIN

HK$°000
THAT

1,936
©)

1,933

HE—FME QR 2

1,033
(1,933)

HER

1,933
(1,936)

FEHFRERS

RBE-ZT—tF-A=Z+—HUIEFE AEEEBNE
BT R"FZA=Z+—ALEFELFMIES 364,000 7T
BBE /IR -

EXRRKRER

AEEBTEEAEAUERAEEANEREEAFELE
R EBE(CER MR SRS ANFREKER

AEENEARBAANRE GRS LESAK - 2180 %7
B Je RETE A o

AEEEEEBLAREARNARBERGAORR - EH
MEEARARE AEBERBEBETHROMERER ¥
EEBREARLE -

SHENEEEARLR « ZE—t/—N\FFRH
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30.

—N\F=A=+—HLFE

FINANCIAL INSTRUMENTS

Categories of financial instruments

Financial assets SREE

Loans and receivables (including cash B &R E
and cash equivalents)

Financial liabilities TRIEE

Amortised cost SRR

Financial risk management objectives and policies
The Group’s financial instruments include trade receivables,
retention receivables, other receivables and deposits,
pledged bank deposit, time deposits with original maturity
over three months, bank balances and cash, trade
payables, retention payables, other payables and accrued
charges. Details of these financial instruments are disclosed
in respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these risks
are set out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Currency risk

Certain bank balances and cash, time deposits with
original maturity over three months, trade receivables and
trade payables of the Group are denominated in foreign
currencies of respective group entities, i.e. RMB, EUR,
USD and NTD. The carrying amounts of the Group’s bank
balances and cash, time deposits with original maturity
over three months, trade receivables and trade payables
denominated in foreign currencies at the end of each
reporting period are as follows:

30.

(BRERAZMREEEY)

Financial assets

ETEMITH
eI AER
2018 2017
—E-N\F —t5F
HK$’000 HK$'000
FEx TAET
129,367 103,451
18,550 16,132

BREREEBERBE
AEENSRTABRESRUGIR  BRAEES - 2t
M FE RS BEMRITES - REBEBE=EA
BESFR RITESRERES  BHEMNAE - BHRE
T BEMENKEREFER - ZFEBRITANFBERE
ffﬁ AWE - BREFER T ABRMNER MR EZ SR
BEBERENTX - BIEEEIE R EEZ TR AR K
R AB R TEE 1 -

EMERE

REEWE THRITESRKRS - RIBAABAB=E
HER - EHRUGIARE SRNFIBAS SEEEIMNE
(BNARY - Byt - ELRF A ) SIE - REHMSHRI
BIENAREERITESBRER S  RIHAABB=EAHN
TEEFER - BHEWGRIERAKE 5 R RIERNREE D
T

Financial liabilities

SREE =R

As at 31 March As at 31 March

R=A=+—H R=BA=+—H
2018 2017 2018 2017
—E-N\E —tF —E-N\F —tF
HK$’000 HK$'000 HK$’000 HK$'000
FET FHET FET FHET
RMB AR 2,810 2,461 - =
EUR BT 582 146 - =
usD = 886 1,928 370 480
NTD etk 376 478 98 38

The Group currently does not have a foreign currency 7N £ [B) 35 A T S ANEE SRR SR o SR Tgﬁﬁﬁ N

hedging policy. However, the directors of the Company
monitor foreign exchange exposure and will consider
hedging significant foreign currency exposure should the
need arises.
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30.

FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objectives and policies
(Continued)

Currency risk (Continued)

Since the exchange rate of HK$ is pegged with USD, the
Group does not expect any significant movements in the
USD/HK$ exchange rates. Thus, there is no sensitivity
analysis on USD denominated financial assets.

Sensitivity analysis of strengthening 10% in functional
currency of the Group (i.e. HKS) against foreign currencies
and keeping all other variables constant resulted an
decrease in post-tax profit of the years ended 31 March
2018 and 2017. For a 10% weakening of HK$ against
foreign currencies there would be an equal and opposite
impact on the results.

RVB AR
EUR BT
NTD ek

Interest rate risk

The Group is exposed to cash flow interest rate risk in bank
balances and cash, and pledged bank deposit (note 17) as
at 31 March 2018 and 2017.

As at 31 March 2018, the Group is also exposed to fair
value interest rate risk in relation to fixed rate time deposits
with original maturity over three months.

The Group has not used any interest rate swaps to mitigate
its exposure associated with interest rate risk. However, the
management of the Group monitors interest rate exposure
and will consider hedging significant interest rate exposure
should the need arise.

Sensitivity analysis

In the opinion of management of the Group, the expected
change in interest rate will not have significant impact on
the interest income or expenses on payments for bank
balances and pledged bank deposit, hence sensitivity
analysis is not presented.

Credit risk

The Group’s credit risk is primarily attributable to trade
receivables, retention held by customers for contract works,
other receivables and deposits, pledged bank deposit, time
deposits with original maturity over three months and bank
balances.

30.

T A (&)
BEERREEEEREE (&)

Eimbs (&)

RANETTEETTIRENS - REBBEET B TEXL R
EAERES - Filt - WENAETINEN SR EEFRE
DT o

REBENEEEE (BBTT) JLIMNETHE10% M AT b &
BURBAENGRENT  AEBHE-T-N\FE_F
—tF=ZA=1T B LLFERBEENELD - BT
BRE10% T E @  HEERELZERARNTE -

2018 2017
—E-N\E —F—+tF
HK$’000 HK$'000
FHET FiET

235 205

49 12

23 37

FIEmpE
RZBE-NERZZE—tF=A=+—8  AEERITHE
BERE - REERRITER(KEE17) EERA X o

RZZF-NF=ZA=+—0  AEETHEERNEEE
BR B R EEE = 8 A M E R AR BN EREE

AN E2 [ 30 M40 PR A ) 1 R 4= B DR AR LB A A R e [l
A AEEEEREEEN AR LNT RESE BT
EAMERRLE -

AEEEEERR  MXEFAEHETSHNSBAHZ
MBTEBALEERRTERORIELZTAZE At
W 2 FIGRE DT

EEmE

FEEEERRIEELAEZIRNTE FPRRHEHT
ERFENRES  HMEWHE ke AEARTHE
P REEBBB=(E AN EITRSIRITEAELR
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30.

FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objectives and policies
(Continued)

Credit risk (Continued)

The Group’s maximum exposure to credit risk which
will cause a financial loss to the Group due to failure to
discharge the obligations by counterparties is arising from
the carrying amount of the respective recognised financial
assets as stated in the consolidated statements of financial
position at the end of the reporting period.

Management of the group adopted a policy on providing
credit facilities to new customers. The level of credit
granted must not exceed a predetermined level set by the
management. Credit evaluation is performed on a regular
basis. Management of the Group has delegated a team
responsible for monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In addition, the
Group reviews the recoverable amount of each individual
receivable at the end of each reporting period to ensure
that adequate impairment losses are made for irrecoverable
amounts.

The Group has concentration of credit risks with exposure
limited to certain customers. Top five customers amounting
to HK$42,580,000 (2017: HK$29,347,000) comprised
approximately 90% (2017: 93%) of the Group’s trade
receivables as at 31 March 2018. The management of
the Group closely monitors the subsequent settlement
of the customers. In this regard, the management of the
Group considers that the Group’s credit risk is significantly
reduced.

The Group has a concentration of credit risk on pledged
bank deposit, time deposits with original maturity over three
months and bank balances deposited with a few major
banks. The credit risk on these balances is limited because
the counterparties are banks with good reputation.
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30.

FINANCIAL INSTRUMENTS (CONTINUED) 30.

Financial risk management objectives and policies
(Continued)

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents
deemed adequate by management to finance the Group’s
operations and mitigate the effects of unexpected
fluctuations in cash flows.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial liabilities.
The table has been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest date
on which the Group can be required to pay. The maturity
dates for other non-derivative financial liabilities are based
on the agreed repayment dates.

T A (&)
BEERREEEEREE (&)

MEBELEE

REERBECRARE  AEEERIEREEERAE
ENRERBASEBYWKT  UBENEAEEZEES A
BEREREBEMEENRDNTE -

TRFAMAEBEITESBABRNBR T ROIHENR - %
RERERAGENAREAENNRRRMNRTRERE
MEAE - HMIETESRAENIHBEER BEEKA

Weighted Total
average undiscounted Total
effective On Within cash flows carrying
interest rate demand 1 year ATREE amount
T HERRR = REXR MER REAE BIREE
% HK$’000 HK$’000 HK$'000 HK$000
FTER TER THRT FER
As at 31 March 2018 RZZ—\F=A=+—H
Non-derivative FITESRMERE
financial liabilities
Trade payables BHRENTE N/ATRER 3,464 6,563 10,027 10,027
Other payables H it AT 3R N/ARER 8,523 - 8,523 8,523
11,987 6,563 18,550 18,550
Weighted Total
average undiscounted Total
effective On Within cash flows carrying
interest rate demand 1 year AMBERE amount
IMETIGBIRA % BREKX R1ER mERsE R (E
% HK$'000 HK$'000 HK$'000 HK$'000
THET T AT T
As at 31 March 2017 RZE—+F=A=1+—H
Non-derivative FTESREARE
financial liabilities
Trade payables B HENFIR N/ANE A 2,104 6,689 8,793 8,793
Other payables H it 308 N/ATE 7,339 - 7,339 7,339
9,443 6,689 16,132 16,132
Fair value of financial instruments SMIAAAE

Management of the Group considers that the carrying
amounts of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial statements
approximate their fair values.

AEEEEERR  RAEKAINARERBRRANSE
BMEErEREERIEEEQLERS -

SHAMEEERRAE « ZT—t/—N\FFR
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Notes to the Consolidated Financial Statements
e SRR

For the year ended 31 March 2018 #HE—ZT— \F=A=+—HILFE

31.

32.

PERFORMANCE GUARANTEE

As at 31 March 2018, performance guarantee of
approximately HK$2,594,000 (2017: HK$2,594,000)
was given by a bank in favour of the Group’s customer
as security for the due performance and observance of
the Group’s obligations under the contracts entered into
between the Group and its customer. If the Group failed
to provide satisfactory performance to their customers
to whom performance guarantee had been given, such
customers may demand the banks to pay to them the
sum or sum stipulated in such demand. The Group would
become liable to compensate such banks accordingly. The
performance guarantee would be released upon completion
of the contract works. The performance guarantee was
granted under a banking facility.

INFORMATION ABOUT THE STATEMENT OF
FINANCIAL POSITION OF THE COMPANY

Non-current assets ERBE
Investment in subsidiaries

Amount due from a subsidiary

a3

31.

32.

RENKEAT
JRE U — el B 188 X R FRIR

Current assets MEEE
Prepayments TEfF30E
Bank balances and cash RITHEHB RIS
Current liabilities mEBAE
Accrued charges FEETER
Net current assets MBEEFE
Net assets BESE
Capital reserves BERGRE
Share capital &N
Reserves o

Equity attributable to owners of the Company

KMLTechnology Group Limited ® Annual Report 2017/18

ARRRGEE ARG R

BRER

MRZE-—NEFE=ZA=+—8  BHERL2,594,000% T
(ZZF—+F : 2,504,000/87T) BIRTUAAEBERFE X
AEL  EAREBHANBTAEBNASBEEZEFE]
YHEHNETEBOER - MAEEREGREL TRAE
ROERFREHESARENEY 2SR A EERIRTT
MEZFZRESRZERPETRRIFIE - REEARL
BEMZERITHE BOERENRAHIER THRER
B o BAOERBIERRITHRERD -

BRAQRHBRRROER

2018
S s
HK$’000
FHR

107,549
33,112

140,661

205
12

217

111

106

140,767

4,000
136,767

140,767
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Notes to the Consolidated Financial Statements
RE B SRR MR

For the year ended 31 March 2018 HZE—_Z—\F=A=+—HIFE

33. RESERVE OF THE COMPANY 33. ADFRME
Share Other Accumulated
premium reserve loss Total
R R E HAit A E-y 3] wat
HK$°000 HK$°000 HK$’000 HK$°000
FHET FHET FHET FERT
At 5 May 2017 RZZE—+FHHARHE
(date of incorporation) (FEfAZ B ER) S S = -
Loss for the period ENEE - - (18,334) (18,334)
Reserve arising from BHAEENFHE
Reorganisation - 107,549 - 107,549
Ordinary shares issued BEITEBR 47,552 - - 47,552
At 31 March 2018 W_E-N\F=A=1+—8 47,552 107,549 (18,334) 136,767

SHNREEERAT « —F—t/-N\FFH 115



116

Three-Year Financial Summary

= FIBHRE

RESULTS
Revenue

Profit before tax
Income tax expense

Profit for the year and total comprehensive
income for the year attributable to
owners of the Company

ASSETS AND LIABILITIES
Total assets
Total liabilities

Equity attributable to owners of the Company

£
Yezs

BR T AT & A
PSR

EN/NSIE 2N
PG R A B
Gk

BERAE
BEE
wafE

RABHRAE AEERER

KML Technology Group Limited ¢ Annual Report 2017/18

For the year ended 31 March
BE=A=1+—-HLEE

2018 2017 2016
= % —2—tfF —Z—AF
HK$’000 HK$’000 HK$’000
FET FAET FAT
193,973 171,116 163,821
712 16,065 26,561
(2,858) (2,738) (4,408)
(2,146) 13,327 22,153
As at 31 March
R=BA=+—AH
2018 2017 2016
—E-N\F —E—tF X
HK$’000 HK$'000 HK$'000
FHET FET FET
166,692 141,372 137,940
(42,889) (41,975) (41,870)
123,803 99,397 96,070
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