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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 Polyfair Holdings Limited (the “Company”) collectively
and individually accept full responsibility, includes particulars given in compliance with the Rules Governing
the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving
information with regard to the Company. The Directors, having made all reasonable enquiries, confirm that
to the best of their knowledge and belief, the information contained in this 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.
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Chairman’s Statement

ERBE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Polyfair Holdings Limited (our “Company”, together with our
subsidiaries, our “Group”), | am pleased to present to you the
annual report for the year ended 31 March 2018 (the “Reporting
Period”).

OVERVIEW

2018 is definitely a remarkable year for the development of our
Group. Our successful listing on GEM of The Stock Exchange of
Hong Kong Limited on 23 February 2018 (the “Listing”) symbolizes
our reaching of a new milestone. The Listing generally promotes
the Group’s brand in Hong Kong as well as provides the Group
with a readily accessible capital platform for the Group’s future
business development.

Our Group, without taking into account the recognition of
non-recurring professional services in respect of the Listing,
recorded a satisfactory result. The total revenue of the Group
increased by approximately HK$162.2 million or 148.0% from
approximately HK$109.6 million for the year ended 31 March
2017 to approximately HK$271.8 million for the year ended 31
March 2018. Such increase was mainly due to (i) the four projects,
commenced in the second and third quarter of the year ended
31 March 2017 contributed a substantial portion of revenue for
the year ended 31 March 2018; (ii) the project at Argyle Street
which the main contractor’s work schedule was delayed for the
year ended 31 March 2017 has contributed a substantial portion
of revenue for the year ended 31 March 2018; and (iii) three new
projects have started during the Reporting Period.
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FORWARD

Looking ahead, the Group is confident about the prospect of the
facade and curtain wall works solution industry in Hong Kong due
to the expected growth of the construction industry in Hong Kong
driven by the Hong Kong Government’s initiatives to increase the
public housing supply, land supply for private housing as well as
commercial buildings.

APPRECIATION

On behalf of the Board, | wish to take this opportunity to express
my sincere gratitude to all our customers, shareholders and
business partners for their patronage. | would also like to thank
all of our employees for the remarkable achievement throughout
the year.

By order of the Board
Chow Mo Lam
Chairman

22 June 2018
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Management Discussion and Analysis
EEE WD T

BUSINESS REVIEW

We are a subcontractor that provides facade and curtain wall
works solutions in Hong Kong. Our solutions are customised to
meet the technical specifications and performance requirements
of our customers. We generally provide both design and build
services in our projects, ranging from developing designs,
conducting structural calculations, preparing shop drawings,
sourcing and procuring building materials, arranging for building
material logistics and installation works, project management to
post-project completion services. We engage subcontractors to
perform the installation work from time to time.

As at 31 March 2018, the Group had 10 projects in progress with
a total original contract sum of approximately HK$566.4 million.
Total revenue of approximately HK$271.8 million was recognised
during the Reporting Period.

During the second half of the Reporting Period, we were awarded
three new projects, namely Yue Man Square, Wing Kin Road
and Yeung Uk Road, with a total contract sum of approximately
HK$206.8 million. Letter of Award of these three projects were
signed and all these three projects are now at the commencement
stage.

OUTLOOK

The demand for facade and curtain wall works is driven by
construction of residential and commercial buildings. The
development of residential buildings in Hong Kong has been a
major driver of facade and curtain wall works and the number
grew from 10,149 new units in 2012 to 17,791 new units in 2017.

Another driver for the facade and curtain wall works industry is
office buildings in Hong Kong where the Hong Kong Government
puts effort in developing areas like Kowloon East as new business
areas. According to The Hong Kong Property Review 2018 compiled
by the Rating and Valuation Department, completions of Grade A
offices were 185,900 m?, a hoist of 31% from 2016. Majority of
the new developments were come from Kwun Tong and Yau Tsim
Mong, contributing 55% of the Grade A office completions. These
buildings included both installation of curtain wall systems as the
envelop system above the podium and the works for the building
entrance, lobby and the associate stores.
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Management Discussion and Analysis

Finally, it is expected that several of the Hong Kong Government’s
“Ten Mega Infrastructure Projects” will make use of facade and
curtain wall works, such as the Kai Tak Cruise Terminal which was
commissioned in 2013 and the ongoing construction of the Hong
Kong Children’s Hospital. We are hoping to be more competitive
and able to compete for more sizeable and profitable projects.

FINANCIAL REVIEW
Revenue

The revenue of the Group for the year ended 31 March 2018 was
approximately HK$271.8 million (2017: approximately HK$109.6
million), representing an increase of 148.0% compared to the
previous year. Such increase was mainly due to the reasons that
(i) the four projects commenced in the second and third quarter of
the year ended 31 March 2017 contributed a substantial portion of
revenue for the year ended 31 March 2018; (ii) the project at Argyle
Street which the main contractor’s work schedule was delayed
for the year ended 31 March 2017 has contributed a substantial
portion of revenue for the year ended 31 March 2018; and (iii) three
new projects have been started during the Reporting Period.

Cost of Sales

Our Group’s cost of sales primarily consisted of building material
costs, subcontracting charges, staff costs and other direct costs.
The cost of sales increased to approximately HK$234.4 million for
the year ended 31 March 2018 from approximately HK$90.1 million
for the year ended 31 March 2017, representing an increase of
approximately 160.2%. The Group’s cost of sales increased along
with the growth in revenue for the year ended 31 March 2018.

Gross Profit and Gross Profit Margin

Our Group’s gross profit increased by approximately HK$17.9
million from approximately HK$19.6 million for the year ended
31 March 2017 to approximately HK$37.5 million for the year
ended 31 March 2018. Our Group’s gross profit margin decreased
from approximately 17.9% for the year ended 31 March 2017
to approximately 13.8% for the year ended 31 March 2018,
representing a decrease of approximately 4.1%. The decrease
was a result of the change in the mix of building type.

EERE WS

Ri& AHMERBBAN [+ XERTE]
o B R B S ERIME REE TR - R
2013 A RIS B WISERERT TR
REEBP - AMHLERSEHF N LAENH
BREZABRANIEAR -

Bt %65 [0 B
iy 2

REBREE2018F3A31 B IEFEKELD
B271.8A BB T (20174 #109.6 8 85
TL)  BEFIER148.0% c BRI ELH
ROREBE2017E3A3M B FEEE_RFE=
ZEHITHMEEE - REE2018F3H31H
I FEER A MK : (DREZE2017F
SHSIHILFE@AREm TIREEENN D E
ZHEE  REHZ2018F3A3MBIENFESR
BRAEB M0 Uezs  R(iD=EFHEE ERRED
BET -

HER A
REENHEXNAEZERIEEZEMBAR - 5
BER  BIRAREMEERERA - HEXA
MEE2017F3A31H L FEMA0.18 8
BTN EEH £2018F3A831H IEFEHL
284.4E BB BIEK /R160.2% - NEH
RS ABEEIE 20183 A31 B IEFEHK
IR R MmN o

EMRENR

ANEBOENBEE2017FE3ANBILEE
M#)19.6 B BB LB MM 7 0BERBTLEHE
20183 A31HIEFEMHI75BEBT o A
EENEMNERHEE2017F3A31BILFER
4917 9% mW AP EEHZE2018F3A31B ILFEH
#4913.8% * WA H4.1% » BB D I iE
FHEAVEANES T -

Annual Report 2018 =& — J\FE &£

7



8

Management Discussion and Analysis
EERER WS

Other Income, Gain and Loss

Other income, gain and loss decreased by approximately HK$0.1
million for the year ended 31 March 2018 mainly due to the
decrease in exchange difference, which arose from settlement of
RMB.

Administrative Expenses

Administrative expenses of our Group increased by approximately
HK$5.5 million from approximately HK$6.3 million for the year
ended 31 March 2017 to approximately HK$11.8 million for the year
ended 31 March 2018. Administrative expenses consisted primarily
of staff costs and Directors’ emoluments, depreciation, legal
and professional fee, rental expenses and other administrative
expenses. The increase was mainly attributed by (i) increase in
legal and professional fee of approximately HK$1.8 million; (ii)
increase in audit fee of approximately HK$0.4 million; (iii) increase
in rental expenses of approximately HK$0.3 million for new Hong
Kong office and Shenzhen offices; and (iv) increase in staff costs
paid to directors and staff of approximately HK$3.7 million due to
increase in number of staff and salary level during the year.

Other Expenses

Other expenses increased by approximately HK$11.7 million from
approximately HK$2.8 million for the year ended 31 March 2017 to
approximately HK$14.5 million for the year ended 31 March 2018.
The increase was mainly attributable to the increase in listing
expenses of approximately HK$11.8 million for the year ended 31
March 2018, which was one-off in nature.

Finance Costs

Finance costs increased from approximately HK$1.1 million for
the year ended 31 March 2017 to approximately HK$3.0 million for
the year ended 31 March 2018. The increase in finance costs was
mainly attributed to the increase in bank borrowings to finance
our business.
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Management Discussion and Analysis

Taxation

Our income tax expenses increased by approximately HK$1.6
million from approximately HK$2.3 million for the year ended 31
March 2017 to approximately HK$3.9 million for the year ended 31
March 2018. The increase was mainly due to the increase in profit
before taxation when excluding the effect of listing expenses of
approximately HK$14.5 million during the year ended 31 March
2018, which was non-deductible.

Profit for the Year

Profit for the year decreased by approximately HK$3.0 million from
approximately HK$7.2 million for the year ended 31 March 2017 to
approximately HK$4.2 million for the year ended 31 March 2018.

Such decrease was primarily attributable to the listing expenses
incurred by our Group for the Listing. Excluding the non-recurring
listing expenses of our Group of approximately HK$14.5 million,
profit for the year would reach approximately HK$18.7 million,
representing an increase of approximately HK$11.5 million or
159.7% compared to the year ended 31 March 2017.

LIQUIDITY AND FINANCIAL RESOURCES

On 23 February 2018, the shares of the Company were listed on
GEM of the Stock Exchange (the “Listing”) to raise gross proceeds
of approximately HK$56 million. Details of the use of proceeds are
set out in the section headed “Use of Proceeds” on page 14 of this
annual report.

Except for the proceeds raised from the Listing, the Group’s capital
expenditure and daily operations during the year ended 31 March
2018 were mainly funded by cash generated from its operations
and external borrowings.
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Management Discussion and Analysis
EERER WS

Cash and bank balances as at 31 March 2018 was approximately
HK$64.3 million, increased by approximately HK$54.8 million when
compared with HK$9.5 million as at 31 March 2017. The increase
was mainly due to the net proceed of HK$38.8 million from the
Listing after deducting certain outstanding listing expenses and
HK$4.9 million, which was used in the same manner as stated
in the section headed “Use of Proceeds” in the prospectus of the
Company dated 31 January 2018 (the “Prospectus”). The remaining
was attributed by the interim payments from our customers.

The pledged deposits, including both the non-current and current
portions, as at 31 March 2018 was approximately HK$32.0 million,
increased by approximately HK$30.0 million when compared with
HK$2.0 million as at 31 March 2017, as a result of satisfying the
requirements when renewing the banking facilities.

As at 31 March 2018, the Group had outstanding borrowings of
approximately HK$110.2 million repayable within one year (2017:
HK$33.0 million) and outstanding borrowings of approximately
HK$7.0 million repayable after one year (2017: HK$8.9 million).
The Group’s borrowings were denominated in Hong Kong dollars
(“HKS$”).

The current ratio of our Group as at 31 March 2018 was 1.2 times
as compared to that of 1.3 times as at 31 March 2017. The gearing
ratio, being the total debt (including bank borrowings and amount
due to a director) divided by total equity at the end of the year,
decreased from approximately 249.6% to approximately 167.9 %
as at 31 March 2017 and 31 March 2018, respectively.

CAPITAL STRUCTURE

The shares of the Company were successfully listed on GEM of the
Stock Exchange on 23 February 2018. There has been no change
in the capital structure of the Group since then. The share capital
of the Group only comprises of ordinary shares.

As at 31 March 2018, the Company’s issued share capital was

HK$8 million and the number of its issued ordinary shares was
800,000,000 of HK$0.01 each.
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Management Discussion and Analysis

FUTURE PLANS FOR MATERIAL INVESTMENTS
AND CAPITAL ASSETS

Save as disclosed in the Prospectus and in this report, the Group
did not have other plans for material investments or capital assets.

PLEDGE OF ASSETS

As at 31 March 2018, the Group’s bank deposits with carrying
amounts of approximately HK$32.0 million (2017: HK$2.0 million)
as set out in note 20 to the consolidated financial statements of
this reports, were pledged to secure certain letter of guarantee
facility and banking facilities respectively, granted to the Group.

CAPITAL COMMITMENTS

As at 31 March 2018 and 2017, the Group did not have any
significant capital commitments.

OPERATING LEASE COMMITMENTS

The Group’s operating lease commitments are primarily related
to the leases of its office and amounted to approximately HK$4.0
million and HK$2.0 million as at 31 March 2018 and 2017,
respectively.

CONTINGENT LIABILITIES

The Group provided guarantees in respect of surety bonds in favour
of customers of certain construction contracts. Details regarding
these guarantees are set out in note 31 to the consolidated
financial statements of this annual report.

SIGNIFICANT INVESTMENTS, ACQUISITIONS AND
DISPOSALS

Apart from the reorganisation in relation to the Listing, there
were no significant investments held, acquisitions or disposals
of subsidiaries and affiliated companies by our Group during the
Reporting Period. Saved as disclosed in the Prospectus, our Group
did not have other plans for significant investments, acquisitions
and disposal of subsidiaries as at 31 March 2018.
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Management Discussion and Analysis
EERER WS

EXPOSURE TO EXCHANGE RATE FLUCTUATION

The majority of the Group’s businesses is in Hong Kong and is
denominated in HK$, Renminbi and United States Dollars (“USD”).
As no material monetary assets or liabilities were denominated in
foreign currencies, the Group is of the opinion that its exposure
to foreign exchange rate risk is limited. Thus, the Group currently
does not have a foreign currency hedging policy. However, the
management monitors closely foreign exchange exposure and will
consider hedging significant foreign currency exposure should the
need arise.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 March 2018, the Group had 89 (2017: 65) employees. Total
staff cost (including Directors’ emoluments) were approximately
HK$31.6 million (2017: HK$13.5 million). The remuneration
package offered to our employees generally included basic
salaries, bonuses and other cash allowances or subsidies. Our
Group determines the salary of our employees mainly based on
each employee’s qualifications, relevant experience, position and
seniority. Our Group conducts annual review on salary increase
and promotions based on the performance of each employee. Our
Group provides on-the-job training to our employees and sponsors
certain employees to attend training courses.

SHARE OPTION SCHEME

A share option scheme was adopted by the Company on 25
January 2018. Please refer to note 28 to the consolidated financial
statements of this report.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group mainly carries out its business in Hong Kong. To the
best of the Directors’ knowledge, the Group has complied with all
relevant laws and regulations in Hong Kong during the year.
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Management Discussion and Analysis

PRINCIPAL RISK AND UNCERTAINTIES

The Group believes that the risk management practices are
important and uses its best effort to ensure it has sufficiently
mitigated the risks present in our operations and financial position
as efficiently and effectively as possible.

- Changes in the cost of building materials and staff as well
as the subcontracting fees may result in cost overrun, which
could materially affect our results of operation and financial
performance;

- Our Group may face difficulties in refinancing or increase in
cost of financing;

- Mismanagement or delay of our projects will materially affect
our reputation and also our financial performance as penalties
and/or additional costs may be incurred;

—  Cash flow of our projects may fluctuate;

- We rely on subcontractors to complete our projects.
Underperformance by our subcontractors or unavailability
of subcontractors may adversely affect our operations,
profitability and reputation; and

—  Our success significantly depends on the key management
and our ability to attract and retain additional facade and
curtain wall design team staff.

For other risks and uncertainties facing the Group, please refer to
the section headed “Risk Factors” in the Prospectus.
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Management Discussion and Analysis
EERER WS

USE OF PROCEEDS

The Company has raised gross proceeds of approximately HK$56
million through share offer upon the Listing. After deducting the
listing expenses, the net proceeds were approximately HK$28.2
million. The Directors had evaluated the Group's business
strategies and considered that, as at the date of this report,
no modification of the business strategies regarding the use of
proceeds as described in the Prospectus was required.

As of 31 March 2018, the net proceeds from the share offer had
been applied as follows:

FRERIERZR

RLEME  AARBEBERNHEBEECEEMEN
TBHRBHS6E BB - KM LW M
SRIBFEANR28 288 BT - EFCHER
SENEBRE  URANAHREEH - #k

5 12 7k 0 P15 BRI FR 1 0 22 T A R A 1
Bk -

B ZE201853A31H - RN EEMSHIRFHE
ERR IR :

Actual amount

used as of
31 March 2018
BZ2018%
3A31H
ERFTASE
(HK$’ million)
(&%)
Strengthening our financial position to capture 58 TR APT Y B 75 A 50 DA SR HR e S e
emerging business opportunities:
- Settling upfront costs of new projects - XETEBMIBNEA 3.9
Expanding our operation teams BRI & B 0.4
General working capital —MREBEER 0.6
Total st 4.9
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Biographical Details of Directors and Senior Management

Executive Directors

Mr. Chow Mo Lam, aged 64, is one of the controlling shareholders
(the “Controlling Shareholders”, which has the meaning as cited
under the GEM Listing Rules), an executive Director, the chairman
of the Board and a member of the Remuneration Committee. Mr.
Chow is one of the founding members of our Group and joined
our Group in February 2006. He is primarily responsible for the
overall business strategy, annual budget proposals and major
business decisions of our Group with a focus on our finance. Mr.
Chow was appointed as a Director on 25 May 2017, appointed as
the chairman of the Board on 9 August 2017 and re-designated as
an executive Director on 25 January 2018.

Mr. Chow obtained a Master of Business Administration from the
Henley Management College (which is, after merging with another
school, currently known as the Henley Business School) in the
United Kingdom through distance learning in 1995 and a Master
of Laws in PRC Law from the Open University of Hong Kong in
2005. Mr. Chow is also a fellow member of both the Hong Kong
Institute of Certified Public Accountants and the Association
of Chartered Certified Accountants from the United Kingdom.
Mr. Chow has around 20 years of experience in the construction
industry, and has been a founder, an investor and a manager of
curtain wall companies in Hong Kong and the PRC. He has been a
director of CMD Aluminium Industry (Shenzhen) Co., Ltd (B3 &8
g CFRYD BBRAQTE (“CMD (S2)7), which is principally engaged
in the manufacturing of curtain wall in the PRC and wholesale
of construction materials, glass and aluminum products in the
PRC, Hong Kong and Macau, since February 2003, and gained
experience in the curtain wall industry for over 14 years therein.
In February 2006, Mr. Chow co-founded Polyfair Construction &
Engineering Limited (“Polyfair HK”) with other founding members,
aiming to capture emerging business opportunities within the
construction industry in Hong Kong.

Mr. Chow is a proprietor of Albert Chow C.P.A., a certified public
accounting firm incorporated in Hong Kong which, save and except
for providing company secretarial service to Polyfair HK since
our establishment up to 1 September 2017, does not have any
business relationship with Polyfair HK.
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Biographical Details of Directors and Senior Management

EERENEEEEEFE

Mr. Yu Lap On Stephen, aged 60, is one of the Controlling
Shareholders, an executive Director, the chief executive officer of
our Group and a member of the Remuneration Committee. Mr. Yu
joined our Group as an executive officer of Polyfair HK in April 2009
and was appointed as a director of Polyfair HK in February 2010.
Mr. Yu is primarily responsible for the overall business strategy,
annual budget proposals, and major business decisions of our
Group with a focus on our operation and project management. Mr.
Yu was appointed as a Director on 25 May 2017 and re-designated
as an executive Director on 25 January 2018.

Mr. Yu has over 35 years of experience in facade and curtain wall,
aluminium window and entrance door construction, and project
and enterprise management in Hong Kong. Prior to joining our
Group, Mr. Yu co-founded Condo Construction & Engineering
Company Limited (subsequently known as Condo Curtain Wall
Company Limited) and Condo Engineering (China) Limited in 1983
and 1986, which specialised in the design, supply and installation
of aluminium windows, curtain walls, glass walls and metal
claddings in Hong Kong, Macau and the PRC, and worked therein
until December 2002. During his service in these two companies,
Mr. Yu participated in business operations and was responsible
for overseeing the design, supply, installation and quality control
matter of projects.
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Biographical Details of Directors and Senior Management

Mr. Wong Kam Man, aged 58, is an executive Director and a senior
project manager of our Group. Mr. Wong joined our Group as a
senior project manager of Polyfair HK on 10 August 2012. Mr.
Wong is primarily responsible for project management in terms of
construction programme, supervision of our subcontractors’ work
and implementation of quality assurance and/or quality control
procedures in compliance with contract specifications. Mr. Wong
was appointed as a Director on 9 August 2017 and re-designated
as an executive Director on 25 January 2018.

Mr. Wong is a holder of Certificate in Civil Engineering of the
Hong Kong Polytechnic University. Mr. Wong has over 35 years of
experience in aluminium and metal works construction in Hong
Kong. Mr. Wong worked for various construction and engineering
companies in Hong Kong including Wah Tung Metal Engineering
Co., PMB Cyberwall Ltd. and Chevalier (Aluminium Engineering)
Limited as a site supervisor, project manager and senior project
manager. He participated in numerous construction projects and
he was responsible for, among others, project planning, budgeting
and management, design monitoring, installation supervision,
quality control and coordinating with main contractors. Prior to
joining our Group on 10 August 2012, Mr. Wong worked as a senior
project manager at Wah Tung Metal Engineering Co. from February
2010 to July 2012.
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Biographical Details of Directors and Senior Management

EERENEEEEEFE

Independent non-executive Directors

Dr. Lung Cheuk Wah, aged 67, was appointed as our independent
non-executive Director on 25 January 2018. Dr. Lung also serves
as the chairman of the Audit Committee, and a member of the
Nomination Committee and the Remuneration Committee. He
obtained a degree of Master of Business Administration from the
University of Macau (formerly known as the University of East Asia,
Macau) in February 1988, and a degree of Doctor of Philosophy
in Business Administration from the Tarlac State University in
the Philippines through distance learning in November 2012. He
has been a fellow of The Institute of Chartered Secretaries and
Administrators in the United Kingdom as well as The Hong Kong
Institute of Chartered Secretaries since 2006. He has also been an
associate of The Taxation Institute of Hong Kong since 1996. Dr.
Lung has over 29 years of experience in accounting and finance
and has extensive and long term experience in delivering part time
tertiary education in both local and overseas universities.

Dr. Lung has been working as a lecturer at the School of Continuing
and Professional Studies of the Chinese University of Hong Kong
since 1996 as well as an assistant professor at the City University
of Macau since 2013. He was also an independent non-executive
director of eprint Group Limited (stock code: 1884) from November
2013 to August 2016.

Mr. Ng Ka Lok, aged 43, was appointed as our independent non-
executive Director on 25 January 2018. Mr. Ng also serves as the
chairman of the Remuneration Committee, and a member of the
Audit Committee and the Nomination Committee. Mr. Ng received
tertiary education in Australia where he obtained a degree of Master
of Finance from Curtin University of Technology in September
2006 and a degree of Master of Business Administration from The
University of Adelaide in July 2007. He is currently a practicing
member of Hong Kong Institute of Certified Public Accountants and
a member of CPA Australia and has been a member of The Society
of Chinese Accountants and Auditors since June 2014. He has over
18 years of auditing and accounting experience.
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Biographical Details of Directors and Senior Management

Mr. Ng is currently a partner of the audit, assurance and risk
advisory division of ZHONGHUI ANDA CPA Limited, and previously
worked at the Treasury of the Government, Town Sky International
Limited and KLL Associates CPA Limited. Mr. Ng was an
independent non-executive director of Season Pacific Holdings
Limited (stock code: 8127) from September 2015 to May 2017. He
was appointed as an independent non-executive director of Chuan
Holdings Limited (stock code: 1420) on 8 February 2018.

Mr. Wong Chi Yung, aged 34, was appointed as our independent
non-executive Director on 25 January 2018. Mr. Wong also serves
as the chairman of the Nomination Committee, and a member of the
Audit Committee and the Remuneration Committee. He obtained
a degree of Bachelor of Business Administration in Finance and
Management from The Hong Kong University of Science and
Technology in 2005. He is currently a licensed representative under
the Securities and Futures Ordinance (“SF0Q”) to carry out Type 6
regulated activity (advising on corporate finance). Mr. Wong has
extensive experience in accounting and corporate finance.

Mr. Wong was appointed as an executive director of China
Information Technology Development Limited (stock code: 8178)
in April 2015 and re-designated as a non-executive director in
July 2016. He currently remains as a non-executive director of
China Information Technology Development Limited and is the
vice president of INCU Corporate Finance Limited. He was a non-
executive director of China Oil Gangran Energy Group Holdings
Limited (formerly known as Fairson Holdings Limited) (stock code:
8132) from June 2011 to December 2013, and also worked at SMI
Management (HK) Limited, SMI Corporation Limited and Ernst &
Young.
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Biographical Details of Directors and Senior Management

EERENEEEEEFE

Senior Management

Mr. Wong Chi Kan Johnny, aged 51,
of our Group. He is primarily responsible for general technical
and engineering work, preparing conceptual designs of tender
and ensuring that the use of building materials complies with the

is a senior design manager

contracts and the Buildings Department’s requirements. Mr. Wong
Chi Kan Johnny is a holder of Higher Certificate in Civil Engineering
of the Hong Kong Polytechnic University. He has over 28 years of
experience in the construction and engineering industry in Hong
Kong. He joined our Group on 1 March 2006 as a senior design
manager.

Mr. Wong Chi Kan Johnny has worked in various construction and
engineering companies in Hong Kong since February 1989 as an
assistant technical manager and later as a senior design engineer.
Prior to joining our Group, he worked in Nuclear Construction and
Engineering Co., Ltd. from January 2003 to February 2006 where
he was responsible for engineering design, and his last position
held was senior design engineer. Before that, he was employed
by Condo Curtain Wall Co., Ltd. as an assistant technical manager
from February 1989 to January 2003.

Mr. Chow Heung Wing, aged 49, is the project manager of our
Group. He is primarily responsible for planning, budgeting, and
managing our projects, and monitoring designs, work progress
and quality. He has approximately 20 years of experience in the
construction and engineering industry in Hong Kong. Mr. Chow
Heung Wing joined our Group on 5 October 2015 as a project
manager.

Mr. Chow Heung Wing has worked in various construction
and engineering companies in Hong Kong since 1986 as a site
supervisor and a project manager. Prior to joining our Group, he
worked in Empire (HK) Engineering Co., Ltd. from June 2014 to
June 2015 where he was responsible for assisting the project
manager on project management, and his last position held was
assistant project manager. Before that, he worked for Far East
Aluminium Works Company Limited as a senior site supervisor
between December 2011 and June 2014, responsible for assisting
the project manager to supervise site installation works.

Polyfair Holdings Limited E3#=R AR D 5

aREER

BEEXEAE 515 AEBERRARGEE
BEEARBEBREMERIREIME: %’;%ﬂ%ﬁﬁ
ARBE ST U REREEMENERTEE
HAREFENRTE EBXHEEREEEET
RELTARIRERRBE - BREBEERTIE
TTEHBE28F L8 - X 2006F3 718 M
AREBEISEETEE -

ELEKEEB1989F2H tﬁ’\%%%éfd_ﬁ&
IRRAFECHERNECERERETS
RETTIZAD o MAARERE Z AT - 1&5@2003@
A Z2006%2 A T8 Nuclear Construction
and Engineering Co., Ltd. - B & T#®&:t
HR®MEFNBSES A= MRERET TR - 1t
Z A {HR1989F 2 A 52003¢1ﬁ&@?%§ﬁ%

RIMITEBR AR - EFBIER T4

BEEELE 4958 ASBEEELE - BE
ZEFERMBEMNRE  EEREE  UKE
BERET IRREERHEE - BREBHESE
MIRITERBH20FLES - AMKEER
2015F 10 ASHMARSEEIEFEIRE £I18 -

BMEEEB1986FRENBBLRELER
TRAREERISERE RIEE LB - MAKXE
B2 Al RHR2014F6 8 2201556 A EBRR
Empire (HK) Engineering Co Ltd. - BE W
BIEECEEITIER B - BB ETNBS
ﬁ%ﬁﬁﬁﬁﬁo&%Zm*&mmnim
AZE2014F6 AHIRTBNERBETIRAR
ANE EARGREERE  BERIEELE

EF-EXEE 12 '*\#tl*i o



Biographical Details of Directors and Senior Management

Mr. Ning Gong, aged 30, is the project engineer of our Group. He
is primarily responsible for drafting structural designs of facade
and curtain wall, and preparing submission for the Buildings
Department’s approval. He obtained a degree of Bachelor of
Engineering in Harbour, Waterway and Coastal Engineering from
the Shanghai Maritime University in the PRC in 2010, and further
obtained a degree of Master of Science in Civil Engineering
from the Hong Kong Polytechnic University in 2011. Mr. Ning
has approximately 6 years of experience in the construction and
engineering industry in Hong Kong. He joined our Group on 9 March
2017 as a project engineer.

Mr. Ning has worked in various construction and engineering
companies in Hong Kong since October 2011 as an assistant
engineer and as a project engineer. Prior to joining our Group, he
worked in Chun Sing Engineering Co., Ltd. from August 2014 to
February 2017. His main duties during this employment were to,
among others, coordinate with clients and structural/geotechnical
consultants, conduct structural research, design foundation
system, develop construction methods and interpret and review
design work. His last position held was project engineer.

Mr.Wong Kam Yin, aged 40, is the financial controller of our Group.
He is primarily responsible for financial reporting, accounting
operations and financial control matters of our Group and
coordinating and directing the preparation of our budget and
financial forecasts. He obtained a degree of Bachelor of Business
Administration in Accountancy from the City University of Hong
Kongin 2001. He is also a certified public accountant of the Hong
Kong Institute of Certified Public Accountants and a fellow member
of the Association of Chartered Certified Accountants.

Mr. Wong Kam Yin has approximately 6 years of experience in in-
house financial management. He worked for InterContinental Hong
Kong as a senior finance and business support manager from April
2016 to March 2017 before joining our Group on 3 April 2017 as a
financial controller. His main responsibilities in InterContinental
Hong Kong were to, among others, lead a few teams of accounting
staff, review monthly management packages, prepare analytical
review for top management decision-making, and prepare monthly
operating results. Prior to that, he worked as manager, client
accounting in the client accounting department of Brookfield
Global Relocation Services Hong Kong Limited from July 2013 to
March 2016 where he primarily served the function of overseeing
cash flow planning, general ledger, billing and settlement with
other accounting matters.
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Corporate Governance Report
¥ ERRE

CORPORATE GOVERNANCE PRACTICES

The Board of Directors (the “Board”) of the Company is committed
to achieving high standards of corporate governance to safeguard
the interests of shareholders, enhance the corporate value,
formulate its business strategies and policies, and enhance its
transparency and accountability.

The Company has applied the principles as set out in the Corporate
Governance Code (the “CG Code”) contained in Appendix 15 to the
GEM Listing Rules.

From 23 February 2018 (the “Listing Date”) to 31 March 2018
and throughout the period to the date of this annual report (the
“Period”), the Company has complied with the applicable code
provisions as set out in the CG Code. The Company will enhance its
corporate governance practices appropriate to the operation and
growth of the business of the Group.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by the Directors on terms no less than the required
standard of dealing as set out in Rules 5.48 to 5.67 of the GEM
Listing Rules (the “Required Standard”) as the code for dealing in
securities of the Company by the Directors.

The Company has made specific enquiry with all Directors and
the Directors have confirmed that they have complied with the
Required Standard throughout the Period.

The Company has also established written guidelines (the
“Employees Written Guidelines”) no less than the Required
Standard for securities transactions by employees who are likely
to be in possession of unpublished price-sensitive information of
the Company. No incident of non-compliance of the Employees
Written Guidelines by the employees was noted by the Company.
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BOARD OF DIRECTORS

The Board oversees the Group’s businesses, strategic decisions
and performance and should take decisions objectively in the best
interests of the Company.

The Board should regularly review the contribution required from
a Director to perform his responsibilities to the Company, and
whether the Director is spending sufficient time performing them.

Board Composition

The Board currently comprises six Directors, consisting of three
executive Directors and three independent non-executive Directors.

Executive Directors

Mr. Chow Mo Lam (Chairman and a member of the
Remuneration Committee)

Mr. Yu Lap On Stephen (Chief Executive Officer and a member of the
Remuneration Committee)

Mr. Wong Kam Man

Independent Non-executive Directors

Dr. Lung Cheuk Wah (Chairman of the Audit Committee and
a member of the Nomination Committee and the
Remuneration Committee)

Mr. Ng Ka Lok (Chairman of the Remuneration Committee and
a member of the Audit Committee and the
Nomination Committee)

Mr. Wong Chi Yung (Chairman of the Nomination Committee and
a member of the Audit Committee and the
Remuneration Committee)

The biographical information of the Directors are set out in the
section headed “Biographical Details of Directors and Senior

Management” on pages 15 to 21 of this annual report.

None of the members of the Board is related to one another.
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Board Meetings

From the Listing Date up to 31 March 2018, no board meeting
was held. The Company will take appropriate arrangements for
holding at least four regular board meetings in the forthcoming
financial year. Apart from regular board meetings, the Chairman
will also hold meeting with the non-executive Directors without the
presence of executive Directors in the forthcoming year.

Notice of at least 14 days will be given to all Directors for all
regular Board meetings and the Directors can include matters for
discussion in the agenda if necessary. Agenda and accompanying
Board papers in respect of regular Board meetings are sent out
in full to all Directors within reasonable time before the meeting.
Draft minutes of all Board meetings are circulated to Directors for
comment within a reasonable time prior to confirmation.

Minutes of Board meetings and meetings of Board committees are
kept by duly appointed secretary of the respective meetings and
all Directors have access to Board papers and related materials,
and are provided with adequate information in a timely manner,
which enable the Board to make an informed decision on matters
placed before it.

Chairman and Chief Executive Officer

The positions of Chairman and Chief Executive Officer are held by
Mr. Chow Mo Lam and Mr. Yu Lap On Stephen respectively. The
Chairman provides leadership and is responsible for the effective
functioning and leadership of the Board. The Chief Executive
Officer focuses on the Company’s business development and daily
management and operations generally.

Independent non-executive Directors

During the Period, the Board at all times met the requirements
of the GEM Listing Rules relating to the appointment of at least
three independent non-executive Directors, representing at least
one-third of the Board with one of whom possessing appropriate
professional qualifications or accounting or related financial
management expertise.

The Company has received written annual confirmation from
each of the independent non-executive Directors in respect of his
independence in accordance with the independence guidelines set
outin Rule 5.09 of the GEM Listing Rules. The Company considers
all independent non-executive Directors are independent.
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Appointment and Re-election of Directors

Code provision A.4.1 of the CG Code stipulates that non-executive
directors shall be appointed for a specific term, subject to re-
election, whereas code provision A.4.2 states that all directors
appointed to fill a casual vacancy shall be subject to election by
shareholders at the first general meeting after appointment and
that every director, including those appointed for a specific term,
shall be subject to retirement by rotation at least once every three
years.

Each of the executive Directors has entered into a service
agreement with the Company for an initial term of three years
commencing from the Listing Date, and will continue thereafter
until terminated by not less than three months’ notice in writing
served by either party on the other.

Each of the independent non-executive Directors has entered
into a letter of appointment with the Company with an initial
term of three years commencing from the Listing Date subject to
termination in certain circumstances as stipulated in the relevant
letters of appointment.

Each of the Directors is subject to re-election at the annual general
meeting of the Company ("AGM”) after his appointment pursuant to
the Articles of Association of the Company (the “Articles”). The term
of offices of every Director is also subject to retirement by rotation
at the AGM at least once every three years pursuant to the Articles.
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Responsibilities of the Directors

The Board should assume responsibility for leadership and control
of the Company, and is collectively responsible for directing and
supervising the Company’s affairs.

The Board directly, and indirectly through its committees, leads
and provides direction to management by laying down strategies
and overseeing their implementation, monitors the Group’s
operational and financial performance, and ensures that sound
internal control and risk management systems are in place.

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.

The independent non-executive Directors are primarily responsible
for ensuring a high standard of regulatory reporting of the Company
and providing a balance in the Board for bringing effective
independent judgement on corporate actions and operations.

All Directors have full and timely access to all the information of the
Company and may, upon request, seek independent professional
advice in appropriate circumstances, at the Company’s expenses
for discharging their duties to the Company.

The Directors shall disclose to the Company details of other offices
held by them.

The Board reserves its right to decide on all major matters relating
to policy matters, strategies and budgets, internal control and risk
management, material transactions (in particular those that may
involve conflict of interests), financial information, appointment of
directors and other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the Board,
directing and co-ordinating the daily operation and management
of the Company are delegated to the management.

The Board also advocates the participation of independent
non-executive Directors and (if any) non-executive directors
in various board committees to safeguard objectivity and
independence.
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Continuous Professional Development of Directors

Directors shall keep abreast of regulatory developments and
changes in order to effectively perform their responsibilities and
to ensure that their contribution to the Board remains informed
and relevant.

Every newly appointed Director has received formal, comprehensive
and tailored induction on the first occasion of his appointment to
ensure appropriate understanding of the business and operations
of the Company and full awareness of Director’s responsibilities
and obligations under the Listing Rules and relevant statutory
requirements. The Board and each Director should have a separate
and independent access to and meetings with senior management
of the Company.

Directors should participate in appropriate continuous professional
development to develop and refresh their knowledge and skills
Internally-facilitated briefings for Directors would be arranged and
reading material on relevant topics would be provided to Directors
where appropriate. All Directors are encouraged to attend relevant
training courses at the Company’s expenses.

The Directors have participated in the following training during the
Reporting Period:
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Directors Type of Training Note = 3% 51 4 Rl

Executive Directors HITES

Mr. Chow Mo Lam A JER AL E A

Mr. Yu Lap On Stephen A RULTHE A

Mr. Wong Kam Man A BN LA A

Independent non-executive Directors BUKHITES

Dr. Lung Cheuk Wah A&B BEEEEL A&B

Mr. Ng Ka Lok A&B RRGEFS A A&B

Mr. Wong Chi Yung B FEBRE B

Note: B EE -

Types of Training FEI%E R

A: Attending training sessions, including but not limited to, briefings, seminars, A HE (BEETRRY) ENe  Hae eaRIEHE
conferences and workshops EIIERE

B: Reading relevant news alerts, newspapers, journals, magazines and relevant B: BEMRMAFEIER « MK - BT - M RAEETY

publications
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BOARD COMMITTEES

The Board has established three committees, namely the Audit
Committee, Remuneration Committee and Nomination Committee,
for overseeing particular aspects of the Company’s affairs. All
Board committees of the Company are established with specific
written terms of reference which deal clearly with their authority
and duties. The terms of reference of the Audit Committee,
Remuneration Committee and Nomination Committee are posted
on the Company’s website and the Stock Exchange’s website and
are available to shareholders upon request.

The majority of the members of each Board committee are
independent non-executive Directors and the list of the chairman
and members of each Board committee is set out under “Corporate
Information” on page 2 of this annual report.

Audit Committee

The Company established the Audit Committee on 25 January
2018 with written terms of reference in compliance with Rules
5.28 to 5.33 of the GEM Listing Rules and paragraph C.3 of the
CG Code. The primary duties of the Audit Committee are to make
recommendations to the Board on the appointment and removal
of external auditors; review the financial statements and material
advice in respect of financial reporting; and oversee internal
control procedures of our Company.

The Audit Committee consists of three independent non-executive
Directors, namely Dr. Lung Cheuk Wah, Mr. Ng Ka Lok and Mr.
Wong Chi Yung. Dr. Lung Cheuk Wah is the chairman of the Audit
Committee.

The Audit Committee has not held any meeting during the period
from the Listing Date to 31 March 2018. It will endeavor to perform
its duties in the forthcoming financial year and hold at least two
meetings and meet the external auditors twice a year without the
presence of the executive Directors.
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Remuneration Committee

The Company established the Remuneration Committee on 25
January 2018 with written terms of reference in compliance
with Rules 5.34 to 5.36 of the GEM Listing Rules and paragraph
B.1 of the CG Code. The primary duties of the Remuneration
Committee are to make recommendations to the Board on the
overall remuneration policy and structure relating to all Directors
and senior management of our Group; review performance based
remuneration; and ensure none of our Directors determine their
own remuneration.

The Remuneration Committee currently consists of five members,
namely Mr. Ng Ka Lok, Mr. Chow Mo Lam, Mr. Yu Lap On Stephen,
Dr. Lung Cheuk Wah and Mr. Wong Chi Yung. The chairman of the
Remuneration Committee is Mr. Ng Ka Lok.

Since the Listing Date up to 31 March 2018, no meeting was held
by the Remuneration Committee.

Details of the remuneration of the senior management by band are
set outin note 9 in the notes to the audited consolidated financial
statements of this annual report.

Nomination Committee

The Company established the Nomination Committee on 25
January 2018 with written terms of reference in compliance with
paragraph A.5 of the CG Code. The primary duties of the Nomination
Committee are to review the structure, size and composition of the
Board on a regular basis; identify individuals suitably qualified to
become Board members; assess the independence of independent
non-executive Directors; and make recommendations to the Board
on relevant matters relating to the appointment or re-appointment
of Directors.

The Nomination Committee currently consists of three members,
namely Mr. Wong Chi Yung, Dr. Lung Cheuk Wah and Mr. Ng Ka Lok.
The chairman of the Nomination Committee is Mr. Wong Chi Yung.
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In assessing the Board composition, the Nomination Committee
would take into account various aspects as well as factors
concerning Board diversity as set out in the Company’s Board
diversity policy, including but not limited to gender, age, cultural
and educational background, professional qualifications,
skills, knowledge and industry and regional experience etc. The
Nomination Committee would discuss and agree on measurable
objectives for achieving diversity on the Board, where necessary,
and recommend them to the Board for adoption.

In identifying and selecting suitable candidates for directorships,
the Nomination Committee would consider the candidate’s
character, qualifications, experience, independence and other
relevant criteria necessary to complement the corporate strategy
and achieve Board diversity, where appropriate, before making
recommendation to the Board.

Since the Listing Date up to 31 March 2018, no meeting was held
by the Nomination Committee.

Corporate Governance Functions

The Audit Committee is responsible for performing the functions
set out in the code provision D.3.1 of the CG Code.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the risk management
and internal control systems and reviewing their effectiveness.
Such systems are designed to manage rather than eliminate
the risk of failure to achieve business objectives, and can only
provide reasonable and not absolute assurance against material
misstatement or loss.
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The Board has overall responsibility for evaluating and determining
the nature and extent of the risks it is willing to take in achieving
the Group’s strategic objectives, and establishing and maintaining
appropriate and effective risk management and internal control
systems.

The Audit Committee assists the Board in leading the management
and overseeing their design, implementation and monitoring of the
risk management and internal control systems.

The Group has adopted a three-tier risk management approach to
identify, assess and manage different types of risks. As the first
line of defence, business units are responsible for identifying,
assessing and monitoring risk associated with each business
or transaction. The management, as the second line of defence,
defines rule sets and models, provides technical support, develops
new system and oversees project 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 independent consultant
assists the Audit Committee to review the first and second lines
of defence.

The Group is committed to the identification, evaluation and
management of risks associated with its business activities through
ongoing assessment of a risk register, by considering the likelihood
and impact of each identified risk. The Group has implemented an
effective control system which includes a defined management
structure with limits of authority, a sound management system and
periodic review of the Group’s performance by the Audit Committee
and the Board.

As the corporate and operation structure of the Group is not
complex and a separate internal audit department may divert
resources of the Group, the Group currently does not have an
internal audit department. However, the Group has engaged an
independent third party internal control consultant to, on an
annual basis, review and provide recommendations on improving
its internal control system in order to manage our business risks
and to ensure our smooth operation. The review covered certain
operational procedures. No significant control failings or weakness
have been identified by the consultant during the review. The Board
and the Audit Committee would review the need for an internal
audit function on an annual basis.
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The management has reported to the Board and the Audit
Committee on the effectiveness of the risk management and
internal control systems for the year ended 31 March 2018.
The Board and the Audit Committee considered the risk and
management and internal control systems effective and adequate.
No significant areas of concern that might affect shareholders
were identified.

It should be acknowledged that the Group’s risk management
and internal control system are designed to manage rather than
eliminate the risk of failure to achieve business objectives at the
reasonable level, but not absolute assurance against material
misstatement or loss.

Whistleblowing procedures are in place to facilitate employees
of the Group to raise, in confidence, concerns about possible
improprieties in financial reporting, internal control or other
matters of the Group.

The Company has developed its disclosure policy which provides
a general guide to the Company’s Directors, officers, senior
management and relevant employees in handling confidential
information, monitoring information disclosure and responding
to enquiries.

Control procedures have been implemented to ensure that
unauthorized access and use of inside information are strictly
prohibited.

Procedures and internal controls include:

i) Only designated persons are authorized to communicate the
Company’s corporate matters with investors, analysts, the
media or other members of the investment community;

ii)  Directors should report to the CEO any potential or suspected
inside information as soon as possible for him to consult the
Board for determining the nature of developments, and if
required, making appropriate disclosure; and

iii)  Disclosure of inside information must be made in a manner

that can provide for equal, timely and effective access by the
public to the disclosed inside information.
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DIRECTORS’ RESPONSIBILITY IN RESPECT OF
THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 March
2018.

To the best knowledge of the Directors, the Directors are not aware
of any material uncertainties relating to events or conditions that
may cast significant doubt upon the Company’s ability to continue
as a going concern.

The statement of the independent auditor of the Company about
their reporting responsibilities on the financial statements is set
out in the Independent Auditor’s Report on pages 64 to 72.

AUDITOR’S REMUNERATION

The remuneration paid to the Company’s external auditor of the
Company in respect of audit services and non-audit services for
the year ended 31 March 2018 amounted to HK$1,000,000 and
HK$432,800 respectively.

An analysis of the remuneration paid to the external auditor of the
Company, Deloitte Touche Tohmatsu, in respect of audit services
and non-audit services for the year ended 31 March 2018 is set
out below:
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COMPANY SECRETARY

The Company appointed Mr. Wong Kam Yin, financial controller of
the Company, as its company secretary of the Company under the
GEM Listing Rules.

The biographical details of Mr. Wong are set out in the section
headed “Biographical Details of Directors and Senior Management”
on pages 15 to 21 of this annual report.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, separate
resolution should be proposed for each substantially separate
issue at general meetings, including the election of individual
Director. All resolutions put forward at general meetings will be
voted on by poll pursuant to the GEM Listing Rules and poll results
will be posted on the website of the Company and of the Stock
Exchange after each general meeting.

Convening an Extraordinary General Meeting and
Putting Forward Proposals at General Meeting

According to article 58 of the Articles, any one or more Shareholders
holding at the 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 the company
secretary of the Company, to require an extraordinary general
meeting to be called by the Board for the transaction of any
business specified in such requisition.

If a shareholder wishes to propose a person other than a retiring
Director for election as a Director of the Company at a general
meeting, pursuant to article 85 of the Articles, the Shareholder
(other than the person to be proposed) duly qualified to attend and
vote at the general meeting shall send a written notice, duly signed
by the shareholder, of his/her intention to propose such person for
election and also a notice signed by the person to be proposed of
his/her willingness to be elected. These notices should be lodged
at the Company’s head office or the office of the Company’s branch
share registrar. The period for lodgement of such notices shall
commence on the day after the despatch of the notice of such
general meeting and end no later than 7 days prior to the date of
such general meeting.
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Putting Forward Enquiries to The Board and
Contact Details

Shareholders may send their enquiries as mentioned above to the
following:

Address: Anli Financial Communications Limited
Room 1901-02, 19/F,
Shanghai Industrial Investment Building
48-62 Hennessy Road, Wanchai, Hong Kong

Tel: (852)2325 6661
Fax: (852)3956 4350
Email:  Polyfair@anli.com.hk

Shareholders are also welcome to make enquiries via the
online message form available on the Company’s website at
www.polyfaircurtainwall.com.hk and are reminded to lodge the

questions together with their contact information for the prompt
reference from the Company if it deems appropriate. The Company
will not normally deal with anonymous enquiries.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS/INVESTOR RELATIONS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and
investor understanding of the Group’s business performance and
strategies. A shareholder’s communication policy was adopted by
the Board at the Board meeting held on 25 January 2018 aiming
to provide to the shareholders and potential investors with ready
and timely access to balanced and understandable information
of the Company. Extensive information about the Company’s
activities is provided in its interim report, quarterly reports and
this annual report, which are sent to shareholders of the Company.
The Company endeavours to maintain an on-going dialogue with
shareholders and in particular, through annual general meetings
and other general meetings. At the annual general meeting,
directors (or their delegates as appropriate) are available to meet
shareholders and answer their enquiries. The notice of the annual
general meeting is distributed to all shareholders at least 20 clear
days before the meeting. Separate resolutions are proposed at
general meetings on each separate issue and voting of which is
taken by poll pursuant to the GEM Listing Rules. Results of the
poll are published on both the GEM website and the Company’s
website. All corporate communication with shareholders will be
posted on the Company’s website for shareholders’ information.

The Company has not made any changes to its Articles since the

Listing Date. An up-to-date version of the Articles is also available
on the Company’s website and the Stock Exchange’s website.
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Environmental, Social and Governance Report

ABOUT THE REPORT

Polyfair Holdings Limited (the “Company”) is pleased to
present this Environment, Social and Governances Report (the
“ESG Report”) on the Environmental, Social, and Governance
(the “ESG”) aspects with the initiative of outlining selected key
performance indicators (the “KPI(s)”), in accordance with the
guidelines of Appendix 20 (the “ESG Guidelines”) of the Rules
Governing the Listing of Securities of the GEM of The Stock
Exchange of Hong Kong Limited.

In this report, the Company strives to disclose its policies and
practices towards the ESG aspects of the Company and its
principal operating subsidiaries (“the Group”) in Hong Kong
for the year ended 31 March 2018 (the “Reporting Period”). All
information and data disclosed herein were based on formal
documents and internal statistics of the Group.

During the Reporting Period, the Company is principally
engaged in investment holding. The principal activities of
the Group include provision of facade and curtain wall work
solutions in Hong Kong.

ESG POLICIES

The Group incorporated corporate, environmental and social
responsibilities into its business strategies to promote healthy
entertainment to and integration of society, contribute to
environmental sustainability, achieve healthy and harmonious
developments of its staff as well as continue to create
long-term value for its stakeholders. During the year 2018,
the Company has implemented relevant ESG policies, which:

. are in compliance with the requirements of the relevant
laws and regulations on corporate environment, society
and governance that have a significant impact to the
Group’s business;

. continue to facilitate social integration by actively

implementing the concept of “eliminating racial

discrimination and building a harmonious society”;

. encourage the employees to raise their awareness
towards “energy and resource savings”, support and
promote energy saving and emission reduction measures;
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. integrate green philosophy into the development of the
Group and ensure the Group is in compliance with the
environmental laws and regulations; and

. strive to establish healthy and harmonious relationships
with its employees, shareholders, suppliers and other
stakeholders.

STAKEHOLDER ENGAGEMENT

The Company consistently values the stakeholders that are
influenced by the Group’s operational activities including
clients, suppliers, employees, community groups and
government bodies, etc. We communicate regularly through
various communication channels with each other in order
to build up a mutual understanding of each other’s vision
and expectation on environmental and social responsibility.
With reference to these, the Company develops a designated
environmental and social responsibility framework and sets
long-term objectives for the sustainable development of the
Company.

. ENVIRONMENTAL ASPECTS

The Group aims to protect the environment by minimizing
environmental adverse impacts on daily operations, such as
energy saving and recycling of office resources. The Group will
continue to seek better environmental practices and promote
the right environmental attitudes within the organisation. In
general, the Group endeavours to:

comply with relevant laws and regulations and target to
achieve beyond minimum requirements;

avoid or minimise air and greenhouse gas emission,
discharges into water and land, and generation of
hazardous and non-hazardous wastes;

. make efficient use of resources;

«  minimise negative impact of the Group’s activities on
environment; and

. promote the stakeholders to go green and re-assess their
operations environmentally.
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A1 EMISSIONS

Emissions refer to exhaust air and greenhouse gas emissions,
discharges into water and land, and generation of hazardous
and non-hazardous wastes.

As the Group is principally engaged in provision of facade and
curtain wall work solutions in Hong Kong, there were neither
significant levels of pollutants discharged into water and land
nor significant generation of hazardous and non-hazardous
wastes during the Reporting Period. The main contributor to
the Group’s carbon footprint is greenhouse gas emissions
caused indirectly by electricity consumption in office.

We promote energy efficiency and emission reduction in all
operation processes. Nevertheless, the Group is committed to
protecting environment by seeking to reduce the impact on the
environment especially regarding the reduction of greenhouse
gas emission and preservation of resources.

To achieve this, the Group has adopted various measures to
lower waste and consumption levels in our office and other

facilities:

- limit air-conditioning hours and maintain suitable indoor
temperature;

- switch off photocopiers, printers and computers after
office hours;

- unplug all equipment chargers and adapters when they
are not in use so as to reduce power consumption;

- clean the air conditioning and ventilation system
regularly; and

- arrange efficient use of executive passenger vehicles.

There are no relevant laws and regulations applicable to the
Group’s businesses on this aspect.
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As minimum environment impact results from the Group’s
operation, KPIs A1.1, A1.4 and A1.6 are immaterial to the
Group’s operation and have not been disclosed in this
report. In addition, as there is no substantial hazardous
waste produced from the Group’s operation, KPI A1.3 is not
applicable to the Group and has not been disclosed too.

In 2018, the Group’s greenhouse gas emission from energy
indirect emissions (Scope 2) resulting from electricity
consumption were 11.3 tonnes of CO,. The greenhouse gas
emissions were 11.3 tonnes of CO, in total and 290 KG of CO,
per employee.

Emission

HHE

HREEEZEENREZER/)N @
BEERUEEA T AMARA B RN EE
BEBEEHYE  WWRERTER - It
S AREEEEBRIERFUEELESEX
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2018 F AEENBEEREHMAMAE
FTEE M EREZ R (852) /5113
WE o RERBABNERIIIMNE  BE
REHMEER290FR BL -

A1.2 Greenhouse gas emission

A1.2BREREEER

Year ended 31 March 2018
BZE2018F3A31HLFE

Scope 2- indirect emission- CO, 11.3 tonnes
EE2 — BEHR — 8 bk 11.3MF
A2 USE OF RESOURCES A2E&RfERA

The Group has implemented paperless concept in the internal
human resources management processes. It includes
paperless employee pay advice, leave application form and
company internal notice. In addition, the use of recycled paper
for printing and copying, double-sided printing and copying
have become the Group’s internal practices. These practices
greatly reduced paper consumption and cost. The Group
regularly collects and evaluates printer usage data to monitor
the effectiveness of the paperless environment.

In order to reduce unnecessary usage and improve efficient
use of resources, the Group has established the “energy and
resource savings” policy, under which:

. lights and electronic appliances in living area or
workplace must be turned off when they are not in use;

- the temperature of the air conditioners shall be
maintained at 25.5°C;
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. computers, photocopy machines, printers and other .
office equipment must be turned off when the staff are

off duty or on leave;

«  turn off lighting and air conditioning when the guest room .

is vacant; and

. use of recyclable resources e.g. recycled paper, washable .

tableware, water recycling shall be used.

The Group will continuously monitor and manage the use of
resources in order to reduce its operating costs as well as the

carbon footprints.

As there is no issue in sourcing water, KPl A2.4 has not been
disclosed in this report. Further, as only immaterial water
consumption and packaging material were used in the Group’s
operation, KPI A2.2 and KPI A2.5 are not applicable to the

Group and has not been disclosed in this report.
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Use of resources

ENERGY CONSUMPTION- Electricity
BREE—BD

Total Electricity consumption (kWh)

BhHBERERE (TRR)

Total Electricity consumption per employee (kWh)
BluEESHEEEE (TRE)

ENERGY CONSUMPTION

HEROHAE

Total energy consumption- Electricity (MJ)
BERBERE— B OKEHR)

Total energy consumption per employee (MJ)
BfEERREERE OKEE)

PAPER CONSUMPTION

RAEE

Total office paper consumption (kg)
MARAEEREE (Tr)

Total office paper consumption per employee (kg)

BuERERARBRLEERE (TR)

Year ended 31 March 2018
BZE2018F3A31MBLFE
around 14,000 kWh
#914,000F FLBF

around 370 kWh
#1370 F R

Year ended 31 March 2018
HZE2018F3A31HLFE
around 51,000 MJ
#951,000kEF

around 1,300 MJ
#91,300KEEE

Year ended 31 March 2018
BZE2018F3A31BLFE
around 2,900 kg
#12,900F 5%

around 74 kg

H74F 7
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A3 ENVIRONMENT AND NATURAL RESOURCES

The Group promotes environmental awareness among our
employees and encourages them to work in an environmentally
responsible manner. To further promote environmentally
friendly office conditions, the following methods are used:

1. all used printer cartridges are returned to the supplier
for recycling;

2. recycling bins are placed in the offices’ common areas to
separately collect waste paper for recycling;

3. employees are encouraged to print double-sided
documents to reduce paper usage;

4. make sure its business operation comply with the
environmental law in Hong Kong and its operating
locations;

Whenever the Company holds banquet, sustainable seafood
would be provided. The Company would order reasonable
quantity and reduce waste.

SOCIAL
B1 EMPLOYMENT

As at 31 March 2018, the Group had a total number of 39
employees in Hong Kong. The Group is committed to providing
a fair and respectful workplace for our employees. The Group
ensures our human resources policies are in compliance with
all applicable domestic and local laws and with reference
to the general practice and benchmark of the industry. A
comprehensive system of remuneration, incentive and
performance management system has been established to
attract and retain talents for our long-term and stable growth.
The system consists of basic salary, legal and extra benefits
(i.e. mandatory provident fund, medical and other insurance,
annual leave, sick leave and various subsidies), and monetary
rewards (i.e. discretionary bonus and sales commission) for
the employees.
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The Group understands that the employees are its most
important asset. The Group has established a human
resources policy, under which:

. employees are reviewed annually on a performance basis
with reference to the market standards for consideration
of promotion and/or reward;

. in order to promote a harmonious and mutually respectful
working environment, a staff manual is established to
govern the recruitment, promotion, discipline, working
hours and leaves. The staff manual also stipulates the
anti-discrimination policies and employees’ code of
conducts;

. clear work processes according to professional and
ethical labour practices have been clearly communicated
to all employees. Certain policies to govern employees’
affairs such as payroll, attendance and termination are
clearly set out in staff employment letters in compliance
with the Employment Ordinance (Chapter 571 of the law
of Hong Kong); and

- diversity of workforce is promised, in terms of age,
gender and nationality, as well as equal opportunity. The
management regularly reviews the Group’s remuneration
policy in relation to relevant market standards.

During the Reporting Period, the Group is not aware of any
non-compliance with relevant laws and regulations that have
a significant impact on the Group relating to compensation
and dismissal, recruitment and promotion, working hours, rest
periods, equal opportunity, diversity, anti-discrimination and
other benefits and welfare.
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RRHER
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As at 31 March 2018, all of the Hong Kong employees
are permanent staff and the distribution of workforce is

summarized as follows:

Age distribution
RERARE 2

R2018FE3A3MH  FIEREEETIH A

EXET - BT pEMdmT

Gender

ZEHRI B2

18-30

31-40

41-50

51-60

Over 60

m 18-30% m31-40% m41-505% m51-605% m605LL

As at 31 March 2018, the employee turnover of the Group in

Male Female

mAE mitt

M2018F3A31H  "EBEEBEE R

Hong Kong is summarized as follows: KT

Number Rate

#gE Lt =&

AGE DISTRIBUTION REERARE S
18-30 18-3073% 2 22%
31-40 31-408% 4 57%
41-50 41-50%% 4 44%
51-60 51-605% 2 20%
Over 60 BO0BR A - -
GENDER BRI &l D
Male B 11 34%
Female pegca 1 14%
Total wat
Employee turnover EEmK 12 31%
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B2 HEALTH AND SAFETY

The Group always emphasises the importance of occupational
health and safety. Workplace health and safety policies have
been established in compliance with applicable Chinese and
local laws. Assessments on these policies are conducted
regularly so as to keep our standards updated and practical.
For any potential problems that may jeopardise our employees’
health and safety, the Group implements protective and
improving measures to minimise any accidents. The measures
taken are listed below:

providing auxiliary tools e.g. trolley, pump-action water
dispenser, ladder, etc;

. set up safety warning signs, banners and slogans in the
work sites;

. organizing a series of training in relation to occupational
safety;

. conduct emergency drills regularly;

. install fire extinguishers, sprinklers, hose reels and
smoke detectors;

. prohibit smoking and drinking liquor in the workplace;

. arrange regular pests control; and

. supporting team members to achieve a healthy work-life
balance.

Appropriate measures will be continuously taken by the Group
to improve safety and health of the employees in workplace.

During the Reporting Period, there were no material accidents
in the course of our business operation which gave rise to
any claims and compensation paid to our employees. The
Group is not aware of any non-compliance with relevant
laws and regulations that have a significant impact on the
Group relating to providing a safe working environment and
protecting employees from occupational hazards.
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B3 DEVELOPMENT AND TRAINING

Being a facade and curtain wall work solutions company
in Hong Kong, the Group recognises the importance of
professionalism and competence of its staff. The main
objective of training and development in the Group is to help
develop key competencies which enable individuals to perform
their duties efficiently.

The training and development programs will be geared
towards the following objectives:

- Strengthening the job skills/knowledge of employees;
- Improving operational efficiency and productivity; and/or

- Developing the potential of employees for maximizing
mutual benefit to individuals and the Group.

Types Of Training/Development Activities

- Employee-initiated training/development activities may
include external programs that are organized by external
training institutes, or by the Group;

- Employer-initiated programs may take the form of
offering sponsorship for employees to attend external
programs or organising such programme in-house.

During the Reporting period, the Group made full use of
internal resource to organise various forms of training,
covering areas in management, customer service, finance,
etc to the employees.
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Environmental, Social and Governance Report

B4 LABOUR STANDARDS

The Group fully understands that the exploitation of child
and forced labour is universally prohibited, and therefore
takes the responsibility against child and forced labour very
seriously. The Group prohibits any child and forced labour
in its operations. A system of comprehensive recruitment
processes is established requiring background checks on
candidates and formalized reporting procedures to address
any exceptions found. The Group also performs regular
reviews and inspections to detect the existence of any child
or forced labour in the operations. At the meantime, the Group
also avoids engaging vendors of administrative supplies and
services and contractors that are known to employ child or
forced labour in their operations.

The Group is not aware of any material non-compliance with
the relevant laws and regulations that have a significant
impact relating to preventing child or forced labour on
the Group during the Reporting Period. In addition, no
non-compliance with relevant laws and regulations that
resulted in significant fines or sanctions had been reported
in the Reporting Period.

B5 SUPPLY CHAIN MANAGEMENT

The Group’s general business suppliers include providers of
fabricated products, aluminium and steel, glass, installation
work and design services for construction projects.

The Group believes that the quality of its products and
services as well as its reputation will be influenced by the
work of its suppliers. Therefore, the Group has established
procurement policy to maintain high level of ethical standards
for choosing the right suppliers through careful selection
and continuous measurement. The Group conducts review
on key suppliers annually so as to provide an opportunity
to suppliers to enhance their services and products quality,
which improves both the suppliers and our procurement
management effectively.
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REHERERKRE

In selecting new suppliers, the Group compares between
at least three different companies and emphasizes on
the legal compliance and integrity culture of suppliers’
operations, beyond cost considerations. On-site inspections
and researches are conducted before the commencement of
business with suppliers, followed by annual examination and
evaluation in various aspects including occupational health
and safety, employees’ rights protection, environmental
protection and corporate social responsibility to ensure
suppliers operated in compliance with the national standards
or relevant requirement, and there are no child labour or forced
labour issues exist. The examination and evaluation results
will be used as the basis for continuation or termination of
cooperation in the future.

B6 PRODUCT RESPONSIBILITY

A high priority for the Group is to ensure customer satisfaction
in terms of our products and services. Strenuous efforts
are made to ensure compliance with the relevant laws and
regulations relating to product health and safety, advertising,
labelling and privacy matters of the jurisdictions in which
the Group operates. The Group’s code of conduct requires
its employees to comply with applicable governmental and
regulatory laws, rules, codes and regulations.

The Group is not aware of any non-compliance with relevant
laws and regulations that have a significant impact on the
Group relating to health and safety, intellectual property
rights, advertising, labeling and privacy matters relating
to services provided and methods of redress during the
Reporting Period.
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Environmental, Social and Governance Report

B7 ANTI-CORRUPTION

Corruption, bribery or fraud in any form is strictly prohibited.
The Group’s anti-corruption policies set out standards of
conduct to which all employees are required to adhere in order
to promote integrity in the workplace.

To combat corruption and to govern conflicts of interest,
ICAC seminars which are available to all Hong Kong staff on
anti-corruption have been conducted. In addition, unless
with prior approval from senior management, employees
should not give or accept any gifts, gratuities, favours or
benefits that are beyond common courtesies with accepted
business practices or any excessive entertainment. Breaches
are subject to disciplinary actions, including termination of
employment contracts where necessary.

We aim to maintain the highest standards of openness,
uprightness and accountability, all our staff are expected
to observe the highest standards of ethical, personal and
professional conduct. We do not tolerate corruption, bribery,
extortion, money-laundering and other fraudulent activities in
connection with any of our business operations.

The Group adopted a whistle-blowing system for reporting
any improprieties in financial reporting, internal control,
suspected or actual fraud or other matters. Whistleblower can
drop email directly to the Chairman of the Audit Committee.
If they prefer, they can choose to use an anonymous email
address to report the matters.

The Chairman of the Audit Committee can call for a meeting
with the Board to investigate the reported matters.
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The Board may also decide whether the Group needs to
appoint any external consultant (including professional
parties, ICAC or police, etc.) to deal with the matters.

The Group is not aware of any potential or confirmed cases
regarding corruption practices brought against the Group or
its employees during the Reporting Period. No whistleblowing
disclosures were received during the Reporting Period.

B8 COMMUNITY INVESTMENT

The Group is constantly aware of the needs of the community
and is ready to try its best to contribute to the community by
participating and sponsoring community activities.

In addition, the Group encourages and supports the staff to
participate in the volunteer services at leisure times.
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The Directors are pleased to presents this Directors’ report and
the audited consolidated financial statements of the Group for the
year ended 31 March 2018.

CORPORATE REORGANISATION

The Company was incorporated in the Cayman Islands under the
Companies Law of the Cayman Islands as an exempted company
with limited liability on 25 May 2017.

In preparation for the listing of the Company’s ordinary shares (the
“Shares”) on the GEM Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), the Group underwent corporate
reorganisation (the “Reorganisation”). The Reorganisation was
completed on 19 January 2018, and the Company became the
holding company of the Group.

Details of the Reorganisation are set out in note 1B to the
consolidated financial statements of this annual report. The
Shares were listed on the GEM Board of the Stock Exchange on 23
February 2018 by way of share offer.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Since 2006, the
Group has mainly engaged as a subcontractor that provides facade
and curtain wall works solutions in Hong Kong. Details of the
principal activities of the Group’s subsidiaries as at 31 March 2018
are set out in note 33 to the consolidated financial statements of
this annual report. The Group’s revenue for the year was derived
mainly from activities carried out in Hong Kong. An analysis of the
Group’s revenue for the year is set out in note 5 to the consolidated
financial statements of this annual report.
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BUSINESS REVIEW

A review of the business of the Group for the year ended 31 March
2018, assessment of the principal risks and uncertainties faced
by our Group, particulars of important events affecting our Group
that have occurred subsequent to the end of the year as well as
indication of likely future development in the business of our Group
are set out in the paragraphs headed “Management Discussion
and Analysis” on pages 6 to 14 of this annual report. In addition,
the Group's environmental policy, compliance with the relevant
laws and regulations that have significant impact of the Group
and key relationships with its stakeholders are obtained in this
Directors' Report.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 March 2018 are set
out in the consolidated financial statements on pages 73 to 143
of this annual report.

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

RESERVES

Details of the movement in the reserves of the Company and the
Group during the year are set out in note 35 to the consolidated
financial statements of the Group and in the consolidated
statement of changes in equity on page 75 of this annual report
respectively.

DISTRIBUTABLE RESERVES

For the year ended 31 March 2018, the Company's reserves
available for distribution to Shareholders amounted to
HK$26,109,000. Such amount represented share premium net
of accumulated loss of the Company, which may be distributable
provided that immediately following the date on which the dividend
is proposed to be distributed, the Company will be in a position to
pay off its debts as and when they fall due in the ordinary course

of business.
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USE OF PROCEEDS

The net proceeds amounting from Listing on 23 February 2018
(the “Listing Date”) after deducting the underwriting fees and
other listing expenses in connection with the Share Offer were
approximately HK$28.2 million.

RELATED PARTY TRANSACTIONS AND CONNECTED
TRANSACTIONS

Details of significant related party transactions undertaken by the
Group during the year in the ordinary course of business are set out
in Note 32 to the consolidated financial statements. None of such
related party transactions falls under the definition of "connected
transaction" or "continuing connected transaction" under Chapter
20 of the GEM Listing Rules. The Company has complied with the
applicable disclosure requirements in accordance with Chapter 20
of the GEM Listing Rules.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during the year are set out in note 13 to the consolidated
financial statements of this annual report.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 24 to the consolidated financial
statements of this annual report.

SHARE OPTION SCHEME

Prior to the listing of the Shares, the Company had conditionally
adopted a share option scheme (the “Share Option Scheme”) which
became unconditional and effect on the Listing Date. Particulars of
the Share Option Scheme are set out in note 28 to the consolidated
financial statements of this annual report. No share option has
been granted under the Share Option Scheme since the Listing
Date, nor was there any share option outstanding as at the date
of this annual report.

Save as disclosed above, no rights to subscribe for equity or debt
securities of the Company have been granted to or exercised by
any Directors or their associates since the effective date of the
Share Option Scheme.

Directors’ Report

ESEHE

FresuEmR

2018%2H23A (LM AM]) W EMAAER
HEE (BRAGEHERREMBRRNES
B ETRX) K/R28.2B88 8T -

FEAIRZREERS

REBFANLBEEFBEPETHERNAE
ATRGHFBHNGRE M HERETME32
e EaliRE A L2 5 BGEM LA AIZE20
EMRAEZ [BERS] K [HEBEXS] -
RAGEETFGEMEMARIE20EMEA R
THIE ©

ME - BERRE

AEEYE  BEERERFANZHFIEH
RAF R A M RARMEES

[EEIS

ARBBRARFANEHFHBEHNAFREE
PATE SRR RE24

B st

Betn ETIAT - ANABE R RA IR E
& (TRRERE] MR ETAMAEE
fRfrERR - AR B BENAFR
REMBRRME28 - 8 L A HEMER
BREER RN EAERE - RAFREH
TMEAE ] BTSN R A -

B EXFTIREESD - B BRERT 81 £ K B HIA
5% B ERREBE AR IITEEM
RBA R PR RETEFFHOER o

Annual Report 2018 =& — J\FE &£

53



Directors’ Report

EEEHE

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the amended and
restated articles of association of the Company (the “Articles of
Association”) or the laws of the Cayman Islands which would oblige
the Company to offer new shares on a pro rata basis to existing
shareholders of the Company (the “Shareholders”).

FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of
the Group for the years ended 31 March 2016, 2017 and 2018, is
set out on page 144 of this annual report. This summary does not
form part of the audited financial statements.

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available
to the Shareholders by reason of their holding of the Shares.

DIRECTORS

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

Executive Directors:

Mr. Chow Mo Lam (Chairman)
Mr. Yu Lap On Stephen (Chief Executive Officer)
Mr. Wong Kam Man

Independent non-executive Directors:

Dr. Lung Cheuk Wah
Mr. Ng Ka Lok
Mr. Wong Chi Yung

In accordance with articles 83 and 84 of the Articles of Association,
Mr. Chow Mo Lam, Mr. Yu Lap On Stephen, Mr. Wong Kam Man, Mr.
Lung Cheuk Wah, Mr. Ng Ka Lok and Mr. Wong Chi Yung shall hold
office until the forthcoming annual general meeting ("AGM”) and,
being eligible, offer themselves for re-election.
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TERMS OF OFFICE FOR THE INDEPENDENT NON-
EXECUTIVE DIRECTORS

All the independent non-executive Directors (“INEDs”) were
appointed for a specific term of three years commencing on 23
February 2018 and subject to the relevant provisions of the Articles
of Association or any other applicable laws whereby the Directors
shall vacate or retire from their office.

The Company has received from each INED an annual confirmation
of his independence from the Group, and as at the date of this
report still considers them to be independent pursuant to Rule
5.09 of the GEM Listing Rules.

DISCLOSURE OF CHANGE OF DIRECTORS’
INFORMATION

Mr. Chow Mo Lam, was a director of Polyfair Construction &
Engineering (International) Limited and Polyfair Chemical Material
Limited, which were Hong Kong incorporated companies. These
companies were deregistered under the Companies Ordinance on
15 February 2018.

Mr. Ng Ka Lok was appointed as an independent non-executive
director of Chuan Holdings Limited (stock code: 1420) on 8
February 2018.

Save as disclosed above, the Directors are not aware of any other
change in Directors’ information required to be disclosed pursuant
to Rule 17.50A(1) of the GEM Listing Rules.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service
agreement with our Company for an initial term of three years
commencing from the Listing Date, and will continue thereafter
until terminated by not less than three months’ notice in writing
served by either party on the other.

None of the Directors proposed for re-election at the forthcoming
AGM has an unexpired service contract with the Group which is
not determinable by the Group within one year without payment
of compensation, other than statutory compensation.

Particulars of the emoluments of the Directors on a named basis
for the year are set out in note 9 to the consolidated financial
statements of this annual report.

MANAGEMENT CONTRACTS

During the year ended 31 March 2018, the Company did not enter
into or have any management and administration contracts in
respect of the whole or any substantial part of the business of the
Company.

DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in this report, there were no other transactions,
arrangements or contracts of significance in relation to the Group’s
business to which the Company’s or any of its subsidiaries was
a party, and in which a Director or its connected entities had a
material interest (whether directly or indirectly) subsisted at the
end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

As at the date of this report, none of the Directors and their
respective close associates (not being the INEDs) are considered
to have interests in the businesses which compete or are likely to
compete with the businesses of the Group pursuant to the GEM
Listing Rules.
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PERMITTED INDEMNITY PROVISION

Pursuant to the Articles of Association, the Directors and every
one of them is entitled to be indemnified out of the assets of the
Company from and against all actions, costs, charges, losses,
damages and expenses which the Directors or any of them, shall or
may incur or sustain by or by reason of any act done, concurred in
or omitted in or about the execution of their duty, or supposed duty
in their offices or otherwise in relation thereto provided that this
indemnity shall not extend to any matter in respect of any fraud or
dishonesty which may attach to any of the Directors.

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

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 March 2018, the interests or short positions of the
Directors and the chief executive of the Company or their respective
associates in Shares, underlying Shares and debentures of the
Company or its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFQ”)) which are
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/or short positions which they are deemed or taken
to have under such provisions of the SFO, or which will be required,
pursuant to section 352 of the SFO or as otherwise notified to the
Company and the Exchange pursuant to Rules 5.46 to 5.67 of the
GEM Listing Rules were as follows:
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(a) Interests in shares of the Company

(a) RAEDB R AR

Percentage of
shareholding

Number of in the Company

Name of Director Capacity Long/short Position shares held RAEARE

EEgE 14 ¥R/ KR FrERHE A REBDL

Mr. Chow Mo Lam Interest of controlled Long position 600,000,000 75%
BRI A& corporation e Shares (o)
HEtLEEE R 600,000,000
AR A%t (i)

Note: 600,000,000 Shares are directly held by C.N.Y. Holdings Limited, a company MizE : 600,000,000 B 5 sk BIFAR AR D A (REBE

incorporated in British Virgin Islands with limited liability, which is owned by Mr. TEESEFAMK L2 ERAR) BEFE - Mk#HE

Chow Mo Lam (“Mr. Chow”) as to 83% and by Mr. Yu Lap On Stephen (“Mr. Yu”) as BAERARBHBRMEE ([ALE]) RARYZEE

to 17%. Both Mr. Chow and Mr. Yu are executive Directors. By virtue of the SFO, Mr. ([FREE]D) DRIFAES3%R17% - ALERFREEY

Chow is deemed to be interested in the 600,000,000 Shares held by C.N.Y. Holdings BRITES - BREZHFRHBEEM  BEEERAR

(b) Interests

Limited. Each of Mr. Chow, Mr. Yu and C.N.Y. Holdings Limited is regarded as a
controlling Shareholder.

in shares of the associated

corporation of the Company

K BB A% G R A Rl¥5 B #9600,000,0008 B 15 5
s o BAfAE - REERKBERAERRABHOWEA
PERRARE o

(b) RAD TR 2R W
m

Percentage of
shareholding in

Name of the associated

associated Number of corporation

corporation Name of Director Capacity Long/short Position shares held RIEB LB

HEEE AR Expg 56 #E/ %R FrsRH#E REBSH

C.N.Y.Holdings Limited Mr. Chow Mo Lam Beneficial Owner Long position 83 shares Mo 83%

KEBERERDA FERMEE ERBAA HE 83k {n )

C.N.Y. Holdings Limited Mr.Yu Lap On Stephen Beneficial Owner Long position 17 shares et 17%
KEBEREBAT RUZEE ERBAA e 17 8RR ()

Note: 600,000,000 Shares are directly held by C.N.Y. Holdings Limited, a company MizE : 600,000,000 B 5 sk BIZEAR AR AR (REBE

incorporated in British Virgin Islands with limited liability, which is owned by Mr.
Chow Mo Lam (“Mr. Chow”) as to 83% and by Mr. Yu Lap On Stephen (“Mr. Yu”) as
to 17%. Both Mr. Chow and Mr. Yu are executive Directors. By virtue of the SFO, Mr.
Chow is deemed to be interested in the 600,000,000 Shares held by C.N.Y. Holdings
Limited. Each of Mr. Chow, Mr. Yu and C.N.Y. Holdings Limited is regarded as a
controlling Shareholder.

Save as disclosed above, as at 31 March 2018, none of the
Directors or the chief executives of the Company or their respective

associ

ates had any interests and short positions in the shares,

underlying shares, convertible notes or debentures of the Company

or any

of its associated corporations as recorded in the register

maintained by the Company pursuant to section 352 of the SFO or
otherwise notified to the Company and the Stock Exchange as at
31 March 2018.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES

Save as disclosed in the paragraph headed “Directors’ and chief
executives’ interests and short positions in shares, underlying
shares and debentures” in this report, as at 31 March 2018, so far
as was known to any Directors or chief executive of the Company,
the following interests of which would fall to be disclosed under
Divisions 2 and 3 of Part XV of the SFO, or who were deemed to be
directly or indirectly interested in 5% or more of the issued capital
of the Company, or which were recorded in the register of interests
required to be kept under Section 336 of the SFO or have notified
to the Company were as follows:

Directors’ Report
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FTERRRRONVEDZR AR
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Percentage of
shareholding

Long/Short Number of in the Company
Name of Shareholders Capacity position Shares held RAEAFE
REER & 514 HE/ KR RO EE RETD
C.N.Y. Holdings Limited Beneficial owner mote Long position 600,000,000 Mote D 75%
KBERBRAF BB A WD HAE 600,000,000 &)
Ms. Hau Pak Sui Interest of spouse ™2 [ ong position 600,000,000 Mote 2 75%
= ES Aie (B s (Ma2) S=) 600,000,000 =2
Notes: B 5E

1. 600,000,000 Shares are directly held by C.N.Y. Holdings Limited, a company
incorporated in British Virgin Islands with limited liability, which is owned by Mr.
Chow Mo Lam (“Mr. Chow”) as to 83% and by Mr. Yu Lap On Stephen (“Mr. Yu”) as to
17%. Both Mr. Chow and Mr. Yu are executive Directors. By virtue of the SFO, Mr. Chow
is deemed to be interested in the 600,000,000 Shares held by C.N.Y. Holdings Limited.
Each of Mr. Chow, Mr. Yu and C.N.Y. Holdings Limited is regarded as a controlling
Shareholder.

2. Ms. Hau Pak Sui is the spouse of Mr. Chow and she is deemed to be interested in the
600,000,000 Shares, in which Mr. Chow is deemed interested by virtue of the SFO.

Save as disclosed above, and as at 31 March 2018, the Directors
were not aware of any persons (who were not Directors or chief
executives of the Company) who had an interest or short position in
the share capital of the Company which would fall to be disclosed
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.

1. 600,000,0008% A% 1) B 7k BB 15 A B BR A B (A 2L 8 Bz 2 B
BAMAIZERAR) BEERFA - MKBIERERAR
mERMEE (THAEED) RiRuess (REE]D 5
BlEBE83%R17% - AEERFREEHNARITESE - R
BESRAEED - AREWRARKBEERERAR
F5H#7600,000,0000 B 10 P B RS © FESAE - REE
Kok BB R A B9 WIR BIEARARER -

2. BATKTARAENER REEESRREED
I A B 55 1R A A M 2 49600,000,0008 115
A s -

Br ESCEFRE SN - 7201843 A31H - BEI
NHBEMAT (WFHFERARFREESHZEITH
AB) RARFRIRAFHBEREZF RPAE K
BPIEXVEBSE 235 B IGBE TR BB eV 2 sk
KA IREESRAEGGIEI36IEELA
ZARFT B SR AR IOA R -
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EEEHE

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company or any of its
subsidiaries a party to any arrangements to enable the Directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate with the
exception of granting of share options to subscribe for Shares
under the Share Option Scheme.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Save for those as disclosed in the above paragraph under
“Directors’ and Chief Executives’ Interest and Short Positions in
Shares, Underlying Shares and Debentures” and “Share Option
Scheme” in this Directors’ Report, at no time during the year were
rights to acquire benefits by means of the acquisition of shares
in or debentures of the Company granted to any Directors or their
respective spouse or minor children, or were any such rights
exercised by them; or was the Company, or any of its subsidiaries
a party to any arrangement to enable to the Directors to acquire
such rights in any other body corporate.

NON-COMPETITION UNDERTAKING BY THE
CONTROLLING SHAREHOLDERS

Each of the controlling Shareholders, namely C.N.Y. Holdings
Limited, Mr. Chow Mo Lam and Mr. Yu Lap On Stephen, entered
into the Deed of Non-competition in favour of the Company on 25
January 2018 (the “Deed”), details of which have been set out in
the Prospectus.
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RELATIONSHIP WITH SUPPLIERS, CUSTOMERS
AND OTHER STAKEHOLDERS

The Group understands the importance of maintaining a good
relationship with its suppliers, customers and other stakeholders
to meet its immediate and long-term goals. During the year,
there were no material and significant dispute between the
Group and its suppliers, customers and/or other stakeholders.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group’s
five largest customers and the aggregate purchases attributable
to the Group’s five largest suppliers were approximately 92% and
61% of the Group’s sales and purchases respectively.

During the year, the aggregate sales attributable to the Group’s
largest customer and the aggregate purchases attributable to the
Group’s largest supplier were approximately 45% and 24% of the
Group’s sales and purchases respectively.

None of the Directors, their associates or any Shareholders, which
to the knowledge of the Directors owned more than 5% of the
Company’s issued share capital, had a beneficial interest in any
of the Group’s five largest suppliers and customers.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Shares during the period from the
Listing Date to 31 March 2018.

COMPLIANCE ADVISER’S INTERESTS

As at the date of this report, neither Sunfund Capital Limited
(“Sunfund”) nor any of its directors, employees or associates had
any interests in the shares of the Company or any member of the
Group, or any right to subscribe for or to nominate persons to
subscribe for the shares of the Company or any member of the
Group.

Pursuant to the compliance adviser agreement entered into
between the Company and Sunfund on 25 January 2018, Sunfund
received and will receive fees for acting as the Company’s
compliance adviser for the period commencing on the Listing Date
and ending on the date which the Company complies with Rule
18.03 of the GEM Listing Rules in respect of its financial results
for the second full financial year after the Listing Date.
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EEEHE

EMPLOYEES AND EMOLUMENT POLICIES
As at 31 March 2018, the Group had 89 (2017: 65) employees.

The emolument policy of the employees of the Group is formulated
by the Remuneration Committee based on their merit, qualifications
and competence. It is the Group’s policy to compensate each
employee fairly and equitably. The Group has a system for
measuring employees’ performance against agreed-upon goals
with specific performance standards. Performance discussion
is carried out on an ongoing basis and a formal evaluation is
conducted once a year to review employees’ overall performance,
achievements, and areas in need of improvement. Salary review
will be based on individual performance and subject to the Group’s
discretion.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 22 to 36 of this annual
report.

ENVIRONMENTAL POLICY

As a subcontractor that provides facade and curtain wall
works solutions in Hong Kong, the Group is subject to certain
environmental requirements in Hong Kong. The laws and
regulations which have a significant impact on our Group include,
among others, Air Pollution Control Ordinance (Chapter 311 of the
Laws of Hong Kong), Noise Control Ordinance (Chapter 400 of the
Laws of Hong Kong), Waste Disposal Ordinance (Chapter 354 of
the Laws of Hong Kong) and Public Health and Municipal Services
Ordinance (Chapter 132 of the Laws of Hong Kong).

We require our subcontractors to be in strict legal compliance
with the applicable environmental protection laws and regulations
during the whole term of engagement. During the year ended 31
March 2018, our Group did not receive notice of any environmental
non-compliance in Hong Kong addressed either to our Group or to
our subcontractors.
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Discussions on the environmental policies and performance,
compliance by our Group with the relevant laws and regulations
that have a significant impact on our Group and the account of
key relationships between our Group and our stakeholders are
contained in the “Environmental, Social and Governance Report”
on pages 37 to 50 of this annual report.

COMPLIANCE WITH LAWS AND REGULATIONS

To the best of the Directors’ knowledge, information and belief,
having made all reasonable enquiries, our Group has complied in
material respects with the relevant laws and regulations that have
a significant impact on the business and operation of our Group
during the year.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
report, the Company has maintained sufficient public float as
required under the GEM Listing Rules.

AUDIT COMMITTEE

The Audit Committee has reviewed with the management of the
Group the accounting principles and practices adopted by the
Group and discussed auditing, internal control and financial
reporting matters including the review of the audited consolidated
financial statements for the year ended 31 March 2018, with
external auditor. There were no disagreements from the auditor of
the Company or the Audit Committee in respect of the accounting
policies adopted by the Company.

AUDITOR

The financial statements have been audited by the Company’s
auditor, Deloitte Touche Tohmatsu which retire and, being eligible,
offer themselves for re-appointment in the forthcoming annual
general meeting of the Company.

On behalf of the Board

CHOW MO LAM
Chairman and Executive Director
Hong Kong, 22 June 2018
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Independent Auditor’s Report
R S CTE

Deloitte.

TO THE SHAREHOLDERS OF POLYFAIR HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Polyfair
Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 73 to 143, which
comprise the consolidated statement of financial position as at 31
March 2018, and 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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Independent Auditor’s Report
B AR S

TO THE SHAREHOLDERS OF POLYFAIR HOLDINGS LIMITED HERERERATIMER
(incorporated in the Cayman Islands with limited liability) (RESFHEFMAL TR F])

Key Audit Matters (continued)

Key audit matter

RRESEE

FREFETEE (#)

How our audit addressed the key audit matter

BMEFAHNERL X

Recoverability of progress payments receivable and retention money receivable

FEWEE SRR IR B & 49 AT K Bl fE

We identified the recoverability of progress
payments receivable and retention money
receivable as a key audit matter due to the
estimation uncertainty inherent in the estimation of
the recoverability of progress payments receivables
and retention money receivable as well as the
significance of the balances to the consolidated
financial statements as a whole.

AP35 FE W TR R e FE MR AR B & O AT W B2 FE A8l 7=
FASESTE IR - TR EBUCE R KM ERRE 2 H A
WRRENGHFEESR G THAR R R ESREE
BRAVBRRNEEN -

As disclosed in notes 4, 16 and 17 to the
consolidated financial statements, progress
payments receivable and retention money
receivable of the Group carried at HK$17,848,000
and HK$22,906,000, which represents 7.6% and
9.7% of the Group’s total assets, respectively as at
31 March 2018.

The Group’s exposure to risk of default in respect of
progress payments receivable and retention money
receivable may increase when they are past due.

PR S IS RRM T4 - 16 R 17FTIREE - H1 22018
F3A318  AEENEUCEE R RERRBS A
17,848,000 7T }2.22,906,000/8 7T * D BIMG REE &
BET.6%N.7% -

A EEEEE BREICEE R RERRE S R HNER
A1 45 % EIRERIS G BN -

Our procedures in relation to recoverability of progress
payments receivable and retention money receivable included:

BT e YOE E R e AR B 2 R R E IR 245

. Evaluating the accuracy of the aged analysis of
progress payments receivable and retention money
receivable, by checking to the construction contracts
for the payment terms, including the milestone events
stipulated in the contracts or the actual progress of
the work performed, on a sample basis;

. ERMBEREREAONNRER  BRAKNTHNER
EMREITITENERER - G RICEE R B R
B M iRiR DATH RN

. Enquiring with the management on their assessment
on the recoverability of progress payments receivable
and retention money receivables, including
understanding the customers’ credit quality and their
past payment history and focusing on long-aged
progress payments receivable and retention money
receivable for which no provision was made; and
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B ERE

TO THE SHAREHOLDERS OF
POLYFAIR HOLDINGS LIMITED (continued)

HEBERERDBIUKRE (&)

(incorporated in the Cayman Islands with limited liability) (REIEFHEFMAE VAR A])

Key Audit Matters (continued)

Key audit matter

MRETEE

FEFETEE (#)

How our audit addressed the key audit matter

BMESSTPNERSG

Recoverability of progress payments receivable and retention money receivable (continued)

EREEHRERRESH TREEE (&)

- Evaluating the management’s assessment on the
recoverability of progress payments receivable
and retention money receivable with significant
balances past due but not impaired by examining
the subsequent settlement from these individual
customers on a sample basis, or for those individual
customers without any subsequent settlement,
analysing the Group’s business relationship with them
and their credit profile.

- BEMEREZFERTFEREERBR  ARRFER
HAGENERNEFPME - B8N BEREEFENE
BREMEEFNEERR - #MHEEEEHC ANEE
B A EA AR H FEUCE E R R BRI R B & fy AT U [E]
o

Recognition of revenue from construction contracts and amounts receivable on contract work

BREECHI W2 REWEHTES

We identified recognition of revenue from
construction contracts and amounts receivable
on contract work as a key audit matter due to
its quantitative significance to the consolidated
financial statements as a whole and the
significant level of estimation uncertainty involved
in the determination of the total outcome of the
construction contracts and stage of completion.

AP R IZ RS MM E KB A K T2 FRE 5 AR
REFTFH - TARESBHGEAVBHRAEERE
K BREBEEREANZBEREETIRERRIRE
RIEFTHEE ML -
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Our procedures in relation to recognition of revenue
from construction contracts and amounts receivable on
contract work included:
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TO THE SHAREHOLDERS OF
POLYFAIR HOLDINGS LIMITED (continued)
(incorporated in the Cayman Islands with limited liability)

Key Audit Matters (continued)

Independent Auditor’s Report
B AR S

HEBERERDBIUKRE (&)
(RAEFHEZMA LA BERLA)

FEFETEE (#)

Key audit matter How our audit addressed the key audit matter
BREITEE BEMESETHNEESE

Recognition of revenue from construction contracts and amounts receivable on contract work (continued)

BREEENUZREREN T (&)

The Group recognised revenue of HK$271,841,000
from construction contracts for the year ended 31
March 2018 and amounts receivable on contract
work carried at HK$83,148,000 representing 35.3%

of the Group’s total assets as at 31 March 2018.

%zizowaisﬂmaiiﬁ REBBRRES O

271,841,000 7T & JE U & 49 T2 50 /583,148,000
VT fh R &£ B R2018E3A31ME B 2 B E &
35.3% °

Assessing the total contract revenue and estimated
total contract costs by holding discussion with the
Group’s management who prepared the budgets of
construction contracts on their basis of estimation
of the budgets, including the variations and claims
included in the budgets, and inspecting the underlying
contracts and documents with the customers of
contract works and relevant cost documents, on a
sample basis;

BRERBEEEAHRREEESNRENAKEEEER
A FIRHE & Bk E R AR NERAK - BRRIAERE
MEBHRER - WHkREA N TRETPONBEBEHRX
1 MARRR A S

Evaluating the reasonableness of their estimated
gross profit margins by taking into account the gross
profit margins of similar projects, on a sample basis,
to identify and investigate if there is any significant
difference;
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B ERE

TO THE SHAREHOLDERS OF
POLYFAIR HOLDINGS LIMITED (continued)

(incorporated in the Cayman Islands with limited liability)

Key Audit Matters (continued)

Key audit matter

BARESEE

FEBERERADARE (F)
(REILHBHMATHERAA)
BAEFTSE (F)

How our audit addressed the key audit matter

RMHESETHNEES A

Recognition of revenue from construction contracts and amounts receivable on contract work (continued)

BREEENUZEREREXNTEH (&)

The accounting policy for construction contracts
is disclosed in note 3 to the consolidated financial
statements. Revenue from construction contracts
and costs are recognised when the outcome of a
construction contract can be estimated reliably, by
reference to the stage of completion of the contract
activities at the end of the reporting period and
measured based on the proportion that contract
costs incurred for work performed to date relative
to the estimated total contract costs, except where
this would not be representative of the stage of
completion. 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 contract
costs incurred to date plus recognised profits less
recognised losses exceeded progress billings, the
surplus is shown as amounts receivable on contract
work. For contracts where progress billings exceed
contract cost incurred to date plus recognised
profits less recognised losses, the surplus is shown
as amounts payable on contract work.
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Assessing the reasonableness of the stage of
completion by re-computing the percentage of
completion on cost basis with reference to the contract
costs incurred in proportion to the estimated total
contract costs, and comparing that with the percentage
of completion on revenue basis with reference to the
total progress billings recognised in proportion to the
total contract revenue, on a sample basis, to identify
and investigate if there is any significant difference; and
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Checking the accuracy of the amounts receivable
on contract work by agreeing the progress billings
made and actual costs incurred with proper accruals
for the year ended 31 March 2018 to the payment
certificates/cost documents, on a sample basis.
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TO THE SHAREHOLDERS OF
POLYFAIR HOLDINGS LIMITED (continued)
(incorporated in the Cayman Islands with limited liability)

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.

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 requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated financial statements, the directors
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 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.

Independent Auditor’s Report
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Independent Auditor’s Report
B ERE

TO THE SHAREHOLDERS OF
POLYFAIR HOLDINGS LIMITED (continued)
(incorporated in the Cayman Islands with limited liability)

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
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

always detect a material misstatement when it exists.

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:

. 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.

+  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.
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TO THE SHAREHOLDERS OF
POLYFAIR HOLDINGS LIMITED (continued)
(incorporated in the Cayman Islands with limited liability)

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (continued)

Conclude on the appropriateness of the 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.

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.

Independent Auditor’s Report
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Independent Auditor’s Report
B ERE

TO THE SHAREHOLDERS OF
POLYFAIR HOLDINGS LIMITED (continued)
(incorporated in the Cayman Islands with limited liability)

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (continued)

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 Wan Chi Lap.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 June 2018
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Consolidated Statement of Profit or Loss and
Other Comprehensive Income

ReESEREMEERAR

For the year ended 31 March 2018
HZE 2018 3 A 31 HILFE

NOTES 2018 2017
B EE 20184 20174
HK$’000 HK$°000
FET FHT
Revenue Wz 5 271,841 109,607
Cost of services R 75 R A (234,368) (90,056)
Gross profit EH 37,473 19,551
Other income, gain and loss HAWA -~ W REE 6 1 148
Administrative expenses THAX (11,820) (6,290)
Finance costs BE KA 7 (3,034) (1,142)
Other expenses HAp (14,536) (2,800)
Profit before taxation B 15 A8 A 8 8,084 9,467
Taxation fia 10 (3,915) (2,285)
Profit for the year F N A 4,169 7182
Other comprehensive income Hitn 2 EIA
Item that may be reclassified HEAGEEHIEE
subsequently to profit or loss: BaAyEE -
Exchange difference arising HRARBINETEPIE £ R
on translation of foreign EHER
operation 100 =
Other comprehensive income FREMEERA
for the year 100 =
Total comprehensive income FRNEERALLRTE
for the year 4,269 7182
Earnings per share - basic BRAEMN - ER 12 HK cents HK cents
AL gl
0.67 1.20
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Consolidated Statement of Financial Position

e MBRRR

At 31 March 2018
M 20184 3 A31H

NOTES 2018 2017
iz 20184 20174
HK$°000 HK$ 000
FH&xT T
Non-current assets IEMBEE
Property, plant and equipment 1% -« lE LR E 13 1,569 649
Deposits & 18 413 -
Payments for life ASRBIREM K
insurance policies 14 8,379 =
Pledged bank deposit BRI TIER 20 25,000 =
35,361 649
Current assets mMENEE
Amounts receivable on FEURE 4 TREFK
contract work 15 83,148 58,930
Progress payments receivable  FEUWEER 16 17,848 3,354
Retention money receivable EUIRE & 17 22,906 7191
Prepayments, deposits and FENRIE - Ee2k
other receivables H b pE G IE 18 5,165 7,914
Tax recoverable Al Y B 518 - 900
Pledged bank deposits BEEMRITFRK 20 7,001 2,001
Bank balances and cash RITEHR AR 20 64,313 9,465
200,381 89,755
Current liabilities BB E
Trade and other payables B 5 R E A R FRIE 22 47,925 21,836
Amount due to a director PR EEFIA 19 - 7,055
Tax payable FEFIIR 827 -
Bank borrowings RITREK 23 117,192 41,899
165,944 70,790
Net current assets MBNVEE TR 34,437 18,965
Net assets BEFRE 69,798 19,614
Capital and reserves BARRFEE
Share capital [N 24 8,000 3,000
Reserves EE] 61,798 16,614
Total equity BT 69,798 19,614

FBI3E143BMERAMBRERNIEESTER
20186 422 AL/ MR ITW L NFES

The consolidated financial statements on pages 73 to 143 were
approved and authorised for issue by the board of directors on 22

June 2018 and are signed on its behalf by: REREE -
CHOW MO LAM YU LAP ON STEPHEN
BEM RIYZ
DIRECTOR DIRECTOR
EE EF

Polyfair Holdings Limited E3%#=R AR A 7



Consolidated Statement of Changes in Equity
GEREREBR

For the year ended 31 March 2018
HZE 20184 3 A 31 HILFE

Attributable to the owners the Company

RAEEE AELR
Share Share Other Translation  Retained
capital  premium reserve reserve profits Total
BE  ROEE HttRE ERRE  REEA @t
HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
TR THT TR TR TR THT
(Note)
(F&E)
At 1 April 2016 R2016F4A818 3,000 = = = 9,432 12,432
Profit and total comprehensive  FREFI R 2 HIKMALE
income for the year = = = = 7182 7182
At 31 March 2017 20173 A31H 3,000 = = = 16,614 19,614
Profit for the year FRmET = - - - 4,169 4,169
Other comprehensive FREMZERA
income for the year = = = 100 = 100
Total comprehensive FREERALE
income for the year = = = 100 4,169 4,269
Effect of reorganisation Erilol7Z (3,000) - 3,000 - - -
Issue of new shares BITHRR 2,000 54,000 - - - 56,000
Capitalisation issue BALELT
(note 24(b)) GEFZ) 6,000 (6,000) - - - -
Share issuance costs RIDEITRA = (10,085) = = = (10,085)
At 31 March 2018 R2018%F3A31H 8,000 37,915 3,000 100 20,783 69,798
Note: Other reserve represented the difference between the share capital MisE : RBMF1BATMMEBEEA - EMtE#HE

of the Company issued as consideration of acquiring Polyfair

Construction & Engineering Limited (“Polyfair HK”) and issued

share capital of Polyfair HK on 19 January 2018 pursuant to a group

reorganisation as set out in note 1B.

R2018F1A19B AR KBERERT
BERAR ([B%EE]) mAREMETH
RAHEEHRBEBRITRANZENETE -
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Consolidated Statement of Cash Flows

AN o —1
mEBRERER
For the year ended 31 March 2018
HZE 2018 F 3 31 BILFE

2018 2017
20184 20176
HK$’000 HK$'000
TR THT
Operating activities LEED
Profit before taxation BR 25 A1 5 8,084 9,467
Adjustments for: L
Depreciation e 205 42
Finance costs BE B AR 3,034 1,142
Interest income FIEMA (155) (5)
Premium charged on life insurance policies ASRBRERE 115 -
Operating cash flows before movements in LEASRYRINEE RN S

working capital 11,283 10,646

Increase in amounts receivable on contract work U A £ TR2ZE (24,218) (28,818)

(Increase) decrease in progress payments receivable FEUGER R (3210) B (14,494) 5,071

(Increase) decrease in retention money receivable JEMIRE S (3E1n) H (15,715) 2,640

Decrease (increase) in prepayments, deposits and BN - ke REMEREE

other receivables > (4Em) 1,675 (4,343)

Decrease in amounts payable on contract work EREHIRZTRD - (1,502)

Increase in trade and other payables B 5 RE M ERFIEEM 25,411 4,689

Cash used in operations RIS (16,058) (11,617)

Hong Kong Profits Tax paid ERBEBFNEH (2,183) (5,422)

People’s Republic of China (the “PRC”) ERREARLEME ([HE])

Enterprise Income Tax paid REMER (5) -
Net cash used in operating activities LEESMARe R (18,246) (17,039)
Investing activities REBEY

Interest received IR 2 - 5

Acquisition of property, plant and equipment BENL . BERAHE (863) (662)

Repayment from a director EZEN - 7,392

Placement of pledged bank deposits FHEERBTER (30,000) (2, 001)

Payments for life insurance policies ASRERENK (8,573)

Withdrawal of pledged bank deposit REEHEARITER - 3,800
Net cash (used in) from investing activities REED (FA) EReFE (39,436) 8,534
Financing activities BMEED

New bank borrowings raised L RITIER 460,446 77,004

Repayment of bank borrowings ELfEfﬂ%?‘ﬂ (385,153) (61,571)

Advance from a director BERHR 35,382 24,035

Repayment to a director BEESHE (42,437) (20,083)

Finance costs paid EREERA (3,034) (1,349)

Dividend paid BERRE - (700)

Transaction costs attributable to issue of shares ? IR B KA (8,762) (838)

Proceeds from issue of shares EITRGM TR IR 56,000 -
Net cash from financing activities REETBEREEE 112,442 16,548
Net increase in cash and cash equivalents Re KA EEMEINFE 54,760 8,043
Cash and cash equivalents at beginning of the year FORe KAEEEED 9,465 1,422
Effect of foreign exchange rate difference ExzRNTE 88 -
Cash and cash equivalents at end of the year FRESRASEED 64,313 9,465
Analysis of cash and cash equivalents: RekReEBIAM

Bank balances and cash ROIBEBRAE 64,313 9,465

76  Polyfair Holdings Limited 342 A R A 7




Notes to the Consolidated Financial Statements

1A.General

Polyfair Holdings Limited (the “Company”) was incorporated
and registered as an exempted company with limited liability
in the Cayman Islands under the Companies Law Chapter 22
(Law 3 of 1961, as consolidated and revised) of the Cayman
Islands on 25 May 2017 and its shares have been listed on
GEM of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) with effect from 23 February 2018. Its controlling
shareholder is C.N.Y. Holdings Limited (“*CNY”), a company
incorporated in the British Virgin Islands (the “BVI”) and is held
as to 83% by Mr. Chow Mo Lam (“Mr. Chow”) and 17% by Mr.
Yu Lap On Stephen (“Mr. Yu”). The address of the Company’s
registered office and the principal place of business are set
out in the section headed “Corporate Information” to the
annual report.

The Company acts as investment holding company and its
subsidiaries are principally engaged in construction and
engineering business. The Company and all of the subsidiaries
are collectively referred to as the “Group”.

The functional currency of the Company is Hong Kong dollars
("HK$”),

Company and its subsidiaries as set out in note 33.

which is also the presentation currency of the

1B.Reorganisation and Basis of Preparation

and Presentation of Consolidated Financial
Statements

Before the completion of a group reorganisation as more fully
explained in the section headed “History, Reorganisation
and Corporate Structure” in the Prospectus dated 31
January 2018 (the “Prospectus”), Polyfair HK was held as
to 83% by Mr. Chow and 17% by Mr. Yu. In preparation of
the listing of the Company’s shares on GEM of the Stock
Exchange (the “Listing”) and pursuant to the reorganisation
(the “Reorganisation”), the companies comprising the Group
underwent the Reorganisation as described below.

(i)  On 21 April 2017, CNY was incorporated in the BVI with
limited liability, allotted and issued 83 and 17 shares,
credited as fully paid at a par value of United States
dollar (*US$”) 1, to Mr. Chow and Mr. Yu, respectively.

1A.

1B.

e MR

For the year ended 31 March 2018
BZ=E2018F 3 A 31 AIEFE
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Notes to the Consolidated Financial Statements

AR e BT ERARARE

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

1B.Reorganisation and Basis of Preparation
and Presentation of Consolidated Financial
Statements (continued)

(i)

(iii)

On 25 May 2017, the Company was incorporated in the
Cayman Islands as an exempted company with limited
liability. The authorised share capital was HK$380,000
divided into 38,000,000 shares of HK$0.01 each and
initially one nil-paid share was allotted and issued at
par to Sharon Pierson as the initial subscriber (who is
an independent third party), which was then transferred
to CNY on the same date, and an additional 99 nil-paid
shares were allotted and issued at par to CNY on the
same date.

On 8 June 2017, Polyfair Group Limited (“Polyfair BVI”)
was incorporated in the BVI with limited liability, allotted
and issued one share, credited as fully paid at a par value
of US$1 to the Company.

On 19 January 2018, Mr. Chow and Mr. Yu transferred the
entire issued share capital of Polyfair HK to Polyfair BVI.
The consideration was satisfied by allotting and issuing
83 and 17 shares of the Company to Mr. Chow and Mr. Yu,
respectively, credited as fully paid and crediting as fully
paid at par the 100 nil-paid shares in issue. The Company
had nominated its direct wholly-owned subsidiary,
Polyfair BVI, to hold the entire issued share capital of
Polyfair HK. Mr. Chow and Mr. Yu had nominated CNY to
hold the 100 new shares. After the above transaction,
Polyfair HK is wholly-owned by Polyfair BVI.

The Reorganisation involved incorporation of and interspersing
CNY, the Company and Polyfair BVI between Polyfair HK and
its shareholders. Upon the completion of the Reorganisation,
the Company has become the holding company of the
companies now comprising the Group on 19 January 2018.
The Group resulting from the Reorganisation is regarded as
a continuing entity.

Polyfair Holdings Limited E3%#=R AR A 7
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Notes to the Consolidated Financial Statements

1B.Reorganisation and Basis of Preparation

and Presentation of Consolidated Financial
Statements (continued)

The consolidated statements of profit or loss and other
comprehensive income, consolidated statements of changes
in equity and consolidated statements of cash flows for the
two years ended 31 March 2018 which include the results,
changes in equity and cash flows of the companies now
comprising the Group have been prepared as if the current
group structure upon completion of the Reorganisation had
been in existence since 1 April 2016, or since their respective
dates of incorporation, whichever is the 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 had been in existence at those dates
taking into account the respective dates of incorporation,
where applicable.

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)

The Group has consistently applied the amendments
to HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) which are effective for annual
accounting period beginning on 1 April 2017 throughout the
year.

ARE TG ERARMIRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE
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Notes to the Consolidated Financial Statements

AR e BT ERARARE

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

2. Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

The Group has not early applied the following new and revised

2. BRI REBITEBIMBR

HER ((HFEMBREEA D)

(&)

AREBELEEFEATFICBMERK

HKFRSs that have been issued but are not yet effective:

HKFRS 9
HKFRS 15

HKFRS 16
HKFRS 17
HK(FRIC) = Int 22

HK(FRIC) - Int 23

Amendments to
HKFRS 2

Amendments to
HKFRS 4

Amendments to
HKFRS 9
Amendments to
HKFRS 10 and
HKAS 28
Amendments to
HKAS 19
Amendments to
HKAS 28
Amendments to
HKAS 28

Amendments to
HKAS 40

Amendments to
HKFRSs

Financial Instruments’

Revenue from Contracts with Customers
and the related Amendments’

Leases?

Insurance Contracts*

Foreign Currency Transactions and
Advance Consideration’

Uncertainty over Income
Tax Treatments?

Classification and Measurement of
Share-based Payment Transactions’

Applying HKFRS 9 “Financial
Instruments” with HKFRS 4
“Insurance Contracts™

Prepayment Features with Negative
Compensation?

Sale or Contribution of Assets between
an Investor and its Associate or
Joint Venture®

Plan Amendment, Curtailment or
Settlement?

Long-term Interests in Associates and
Joint Ventures?

As part of the Annual
Improvements to
HKFRSs 2014 - 2016 Cycle’

Transfers of Investment Property’

Annual Improvements to HKFRSs
2015 - 2017 Cycle?

! Effective for annual periods beginning on or after 1 January

2018.

Z Effective for annual periods beginning on or after 1 January
2019.

E Effective for annual periods beginning on or after a date to be
determined.

4 Effective for annual period beginning on or after 1 January 2021.
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Notes to the Consolidated Financial Statements

2. Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

HKFRS 9 “Financial Instruments”

HKFRS 9 introduces 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

are:

all recognised financial assets that are within the scope
of HKFRS 9 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 “Financial
Instruments: Recognition and Measurement”. 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.

2.
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AR e BT ERARARE

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

HKFRS 9 “Financial Instruments” (continued)

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:

Classification and measurement

Payments for life insurance policies will be classified as
financial assets at fair value through profit or loss as those
payments have contractual rights to cash flows that do not
represent contractual cash flows that are solely payments
of principal and interest on the principal outstanding. Upon
the application of HKFRS 9, these financial assets will be
measured at fair value at the end of subsequent reporting
periods with fair value gains or losses to be recognised in
profit or loss, where any fair value gains or losses relating
to these financial assets upon initial application would be
adjusted to the opening retained profits as at 1 April 2018.

Impairment

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 and other items that subject
to the impairment provisions upon application of HKFRS 9
by the Group.

Based on the assessment by the directors of the Company, if
the expected credit loss model was to be applied by the Group,
the accumulated amount of impairment loss to be recognised
by the Group as at 1 April 2018 would have no significant
change as compared to the accumulated amount recognised
under HKAS 39.
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Notes to the Consolidated Financial Statements

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

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

. Step 2: Identify the performance obligations in the
contract
. Step 3: Determine the transaction price
Step 4: Allocate the transaction price to the
performance obligations in the contract
« Stepb: 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.
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For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

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

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.

The directors of the Company consider that the performance
obligation from provision of construction contract work will
be satisfied over time and accordingly the revenue will be
recognised in same manner. There are two methods that can
be used to measure an entity’s progress towards complete
satisfaction of a performance obligation satisfied over time,
include output and input methods.

After assessment, the Group will use input method in
measuring the percentage of completion when applying
HKFRS 15. When applying input method, the Group would
consider if there is any adjustment required to the input
method for uninstalled materials, to ensure that the input
method meets the objective of measuring progress towards
complete satisfaction of a performance obligation. With
reference to the past practice, the directors of the Company
expect that the Group will not hold significant amount of
uninstalled material based on the existing operating model.
Thus, the financial impact of the uninstalled materials in the
application of HKFRS 15 will be considered as insignificant.

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.
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Notes to the Consolidated Financial Statements

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

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 lease 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.
Upon application of HKFRS 16, lease payments in relation to
lease liability will be allocated into a principal and an interest
portion which will be 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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For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(continued)

HKFRS 16 “Leases” (continued)

As at 31 March 2018, the Group has non-cancellable operating
lease commitments of HK$3,962,000 as disclosed in note 25
in which HK$2,863,000 had original lease term over 1 year. A
preliminary assessment indicates that these arrangements
will meet the definition of a lease. Upon application of
HKFRS 16, the Group will recognise a right-of-use asset and
a corresponding liability in respect of all these leases.

In addition, the Group currently considers refundable rental
deposits paid of HK$490,000 as rights 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
changes in measurement, presentation and disclosure as
indicated above.

Except for the above, the directors of the Company anticipate
that the application of the other new or amendments to
HKFRSs will have no material impact on the Group’s
consolidated financial statements in the future.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies

The consolidated financial statements have been prepared
on the historical cost basis and in accordance with the
accounting policies set out below which conform with HKFRSs
issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the
Rules Governing the Listing of Securities on the GEM of the
Stock Exchange (the “GEM Listing Rules”) and by the Hong
Kong Companies Ordinance.

Historical cost is generally based on the fair value of the
consideration given in exchange of goods and services.

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 the 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
the consolidated financial statements is determined on such
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,
and measurement 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”.
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For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

Significant Accounting Policies (continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 and 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
follow

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

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

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

The principal accounting policies are set out below.

Basis of consolidation

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

. has power over the investee;

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

. has the ability to use its power to affect its returns.

The Group reassesses whether 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.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Basis of consolidation (continued)

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 consolidated 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.

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

Allintragroup assets, liabilities, equity, income, expenses and
cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

Revenue recognition

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

Revenue is recognised when the amount of revenue can be
reliably measured; when it is probable that future economic
benefits will flow to the Group and when specific criteria
have been met for each of the Group’s activities, as described
below.

The Group’s accounting policy for the recognition of revenue
from construction services is described in the accounting
policy for construction contracts below.

Interest income is accrued on a time apportionment 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 assets to that asset’s net
carrying amount on initial recognition.
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Significant Accounting Policies (continued)
Construction contracts

Where the outcome of a construction contract can be
estimated reliably, revenue and costs are recognised by
reference to the stage of completion of the contract activities
at the end of the reporting period, measured based on the
proportion that contract costs incurred for work performed
to date relative to the estimated total contract costs, except
where this would not be representative of the stage of
completion. 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 a construction contract cannot be
estimated reliably, contract revenue is recognised to the
extent of contract costs incurred that it is probable will be
recoverable. Contract costs are recognised as expenses 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 receivable on 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 payable on contract work. Amounts
received before the related work is performed are included in
the consolidated statement of financial position, as a liability,
as receipt in advance. Amounts billed for work performed but
not yet paid by the customer are included in the consolidated
statement of financial position under progress payments
receivable
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Property, plant and equipment

Property, plant and equipment are stated in the consolidated
statement of financial position 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 on 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 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 losses 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 relevant 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.
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Significant Accounting Policies (continued)
Impairment losses on tangible assets (continued)

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 the 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 (or the cash-generating unit) 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 (or a cash-generating unit)
in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.

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.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Financial instruments

Financial assets and financial liabilities are recognised in 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

Financial assets are classified into 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.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(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 asset 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.
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Significant Accounting Policies (continued)
Financial instruments (continued)
Financial assets (continued)
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 progress payments receivable, retention
money receivable, payments for life insurance policies,
deposits and other receivables, pledged bank deposits and
bank balances and cash) are carried at amortised cost using
the effective interest method, less any impairment.

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

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of the 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 financial assets, the estimated future
cash flows of the financial assets have been affected.

For loans and receivables, objective evidence of impairment
could include:

- significant financial difficulty of the issuer or
counterparty; or

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

. it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

For certain categories of financial assets such as progress
payments receivable and retention money receivable, assets
that are assessed not to be impaired individually are, in
addition, assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of receivables
could include the Group’s past experience of collecting
payments, an increase in the number of delayed payments
in the portfolio past the general credit period, as well as
observable changes in national or local economic conditions
that correlate with default on receivables.

For financial assets carried at amortised cost, the amount
of 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 these financial assets is reduced by
the impairment loss directly for all financial assets with the
exception of progress payments receivable and retention
money receivable, 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 the progress payments receivable and
retention money receivable are considered uncollectible, they
are written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited to
profit or loss.

For financial assets measured 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 loss was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the
asset 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

ARE TS ERERMTEE
For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

Significant Accounting Policies (continued)
Financial instruments (continued)
Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements entered into 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 group entities 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 period. 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.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables,
amount due to a director and bank borrowings are
subsequently measured at amortised cost, using the effective
interest method.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Financial guarantee contracts

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder
for a loss it incurs because a specified debtor fails to make
payment when due in accordance with the terms of a debt
instrument.

Financial guarantee contracts issued by the Group are initially
measured at their fair values and, if not designated as at fair
value through profit or loss, are subsequently measured at
the higher of:

(i) the amount of obligation under the contract, as
determined in accordance with HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”; and

(i) the amount initially recognised less, where appropriate,
cumulative amortisation recognised over the guarantee
period.
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Significant Accounting Policies (continued)
Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount of
the financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle that
obligation, and a reliable estimate can be made of the amount
of the obligation.

The amount recognised as a provision is the best estimate
of the consideration required to settle the present obligation
at the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. When a
provision is measured using the cash flows estimated to settle
the present obligation, its carrying amount is the present
value of those cash flows (where the effect of the time value
of money is material).

Provisions for the expected cost of warranty obligations under
the relevant services agreements are recognised at the date
of services performed, based on the best estimate made by
the directors of the Company of the expenditure required to
settle the Group’s obligation.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
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 term of historical cost in a foreign currency
are not retranslated.

Exchange differences arising 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.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the group entities
are translated into the presentation currency of the Group
(i.e. HK$) using exchange rates prevailing at the end of
the reporting period. Income and expenses items are
translated at the average exchange rates for the period.
Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under the
heading of translation reserve. Such exchange differences are
recognised in profit or loss in the period in which the foreign
operation is disposed of.

Retirement benefits costs

Payments to government-managed retirement benefits
scheme and the Mandatory Provident Fund Scheme are
recognised as an expense when employees have rendered
services entitling them to the contributions.
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Notes to the Consolidated Financial Statements

AR e BT ERARARE

For the year ended 31 March 2018
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Significant Accounting Policies (continued)
Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid as
and when employees rendered the services. All short-term
employee benefits are recognised as an expense unless
another HKFRS requires or permits the inclusion of the benefit
in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries and annual leave) after deducting
any amount already paid.

Borrowing costs

All borrowing costs not related to the construction, acquisition
or production of qualifying assets are recognised in profit or
loss in the period in which they are incurred.

Taxation

Income tax expense represents the sum of the tax 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 it excludes items of
income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or
deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively
enacted by the end of the reporting period.
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Notes to the Consolidated Financial Statements

Significant Accounting Policies (continued)
Taxation (continued)

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
base 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
of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated with
such investments are only recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and
they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which 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 the 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 the reporting
period, to recover or settle the carrying amount of its assets
and liabilities.

Current and deferred tax are recognised in profit or loss.
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ARE TS ERERMTEE
For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

Key Sources of Estimation Uncertainty

In the application of the Group’s accounting policies, which are
described in note 3, the followings are the key assumptions
concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period, that have
a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year.

Recoverability of progress payments receivable
and retention money receivable

The management assesses the recoverability of progress
payments receivable and retention money receivable
by understanding the customers’ credit quality, their
past payment history and examining the subsequent
settlement from these individual customers. 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 discounted at the financial
asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition). Where the
actual future cash flows are less than expected, a material
impairment loss may arise. As at 31 March 2018, the carrying
amounts of progress payments receivable and retention
money receivable are HK$17,848,000 (2017: HK$3,354,000)
and HK$22,906,000 (2017: HK$7,191,000) respectively.

Construction contract

Construction contract revenue is recognised according to the
percentage of completion of individual construction contract
which requires the estimation of contract costs and gross profit
margin of each contract. Contract costs and gross profit margin
of individual contract are determined based on budget of the
contract which was prepared by the management. In order to
ensure that the total estimated contract costs are accurate
and up-to-date such that gross profit margin can be estimated
reliably, the management reviews the costs incurred to date
and costs to completion regularly, in particular in the case of
costs over-runs and revise the estimated contract costs where
necessary. Recognition of variations and claims also requires
significant estimation and judgement by the management.
Notwithstanding that, the management regularly reviews and
revises the estimates of both contract costs and gross profit
margin for the construction contracts when those construction
contracts progress, the actual contract costs and gross profit
margin may be higher or lower than the estimations and that
will affect the revenue and gross profit recognised in the
consolidated financial statements.

Warranty provision

The Group provides warranty to customers for a period up
to 15 years based on the service contracts completed by the
Group. The management is of the view that the contract work
is of good quality, the Group’s subcontractors shall indemnify
the Group for any losses suffered in relation to any defects
found by customers on works performed by the relevant
subcontractors and there were no material warranty claims
from the customers in the past, accordingly, the directors of the
Company considered that the provision of warranty expenses
is not significant.
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Notes to the Consolidated Financial Statements

Revenue and Segment Information

Revenue represents income received or receivable from
provision of construction contract work.

The Group’s operating activities are attributable to a single
operating segment focusing on provision of construction
contract work. This operating segment has been identified
on the basis of internal management reports prepared in
accordance with accounting policies conform with HKFRSs,
that are regularly reviewed by the chief operating decision
maker (“CODM”) (i.e. being executive directors of the
Company). The CODM regularly reviews revenue analysis by
relevant types of properties for which construction contract
work is provided, and considers them as one single operating
segment since all revenue of the Group is generated from
one single line of business. Other than revenue analysis, no
operating results and no other discrete financial information
is available for the assessment of performance.

An analysis of the Group’s revenue are as follows:

ARE TS ERERMTRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

e 35 % 0 *R &
W3S Th R MR B S A 0 TR T B oK
FEUE A

AEENKLTHREEPRIRHZR
BRIRENE-—KLEDE - ZKED
DRBRNEEB BV B RELRN GG
BRERIETBLLERRE [EEL
EBREE] BIARBRITES) EHE
BIEYARERRE TIABA - TBEE
REERFRENELS QO TIRNIAR
YEBTEREH RS DN - WAFHEAR
RE—REDH  RARAKENMA
WK E E— %5 - RS DI
B S R I H A E B 81 75 & B AT
REHERER -

AREBE Kz oHT

2018 2017

20184 20174

HK$’000 HK$'000

FET FHT

Residential properties FEME 261,272 85,843
Commercial properties EEXZES 10,569 23,764
271,841 109,607

The CODM reviews the profit for the year of the Group as
a whole to make decisions about resource allocation. No
analysis of segment assets or segment liabilities is presented
as they are not regularly provided to the CODM. The operation
of the Group constitutes one single operating segment under
HKFRS 8 “Operating segments” and accordingly, no separate
segment information other than entity level information is
prepared.

The assets of the Group are mainly located in Hong Kong.

TERERREERENASENTEE
wA - MMEHBBERDEAIRE © B
RIEEERR T ELLRRERED A
BEIDHBEENDN - AT EZT
BRADN - ARBOXHHRBEYHR
HEAFESH [LENE] B THE—K
S AR AR ERE® AR

AEBNEETZUNES
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

5. Revenue and Segment Information
(continued)

Information about major customers

Revenue from customers contributing over 10% of total

ko ESBER (F)

FEREIEEFHNEHR

RERGLBBAREEBEZE10%HM T

revenue of the Group during the year are as below: IS &
2018 2017
20184 20174
HK$’000 HK$°000
FET FHT
Customer A’ BEEA N/A T3 A+ 11,844
Customer B? B FB? 45,635 N/A i@ 4
Customer C? BFEC? 42,464 37,381
Customer D3 =FD? 121,017 27,892

U Revenue derived from commercial properties contract works

4 Revenue derived from commercial properties and residential
properties contract works

g Revenue derived from residential properties contract works

& Revenue derived from this customer was less than 10% of the
total revenue for the year.

6. Other Income, Gain and Loss

T ELAREDESNTEMNKES
2 ELEREMEREEMESHTIEN

Yoz

P ELABEEMESNIRMRE
f ELXBUTEPHMBRRTRFANAKED

10% °

Htlg A ~ WEREGE

2018 2017
20184 20174
HK$’000 HK$ 000
FBxT T
Interest income F B A 155 5
Exchange (loss) gain M (E1E) Y (154) 143
1 148
7. Finance Costs 7. BER
2018 2017
20184 20174
HK$’000 HK$ 000
FHxT T
Interest on bank loans and RITER X
bank overdrafts RITBEZHE 3,034 1,142

Polyfair Holdings Limited E3%#=R AR A 7




Notes to the Consolidated Financial Statements

ARE TG ERARMIRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

8. Profit Before Taxation 8. BR¥IANER
2018 2017
20184 20174
HK$’000 HK$000
THET FAETT

Profit before taxation has been arrived BFiAEF 2R AT IE ¢
at after charging:

Directors’ remuneration (note 9) EE=Me () 5,746 3,458
Other staff costs H b B TR 24,046 9,708
Retirement benefits schemes BT EAME THERIREF
contributions for other staff Fral R 1,768 345
Total staff costs BIRARR 31,560 13,506
Auditor’s remuneration Gl e 1,000 600
Depreciation of property, M - BREREREITE
plant and equipment 205 42
Operating lease rentals in respect of ~ ARAMEVMEMNKCEHRERS
rented premises 1,517 612
Listing expenses LEmRX
(included in other expenses) (Gt AEAMRS) 14,536 2,750
Tax penalty (note) MBI () - 50
Note: BT
On 1 June 2017, the Group received a notice issued by the Inland MR2017F6 AR AEEZERKEBEH
Revenue Department informing the Group of its intention to assess WBH SHAREE AR AEETEES
additional tax given under Section 82A(4) of the Inland Revenue 2015/16RTHFE2RXNEHRMBIEK - RWIEH
Ordinance due to late profits tax filing for the year of assessment FRRIR T TS AR B ZE 8 2A(4) AV IR FE I A E
2015/16. On 8 September 2017, the Group received a notification HREMMBFER - R20179F9A8H - AEEE
issued by the Inland Revenue Department informing the Group ERHEREHOBHN  SAREE - BHERER
the additional tax by way of penalty under Section 82A(4) of the 1B TR A5 16 15) 55 8 2A(4) i ) 2N 5= [ 38 1N 50,0005
Inland Revenue Ordinance in the sum of HK$50,000. A provision of TR RERRE] - AEEBREZE2017
HK$50,000, being the penalty in connection to the above matter, F3A31 8 IEFEFHE50,0008 TR B E - B
was accrued during the year ended 31 March 2017 and included in B P E TR R EE SRR WEt A B A
the other expenses. X

Annual Report 2018 =& — J\ 5§

105



106

Notes to the Consolidated Financial Statements

e MR

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

9. Directors’, Chief Executive Officer’'s and
Employees’ Emoluments

(a) Directors’ and chief executive officer’s
emoluments

Details of the emoluments paid or payable to the directors
and chief executive officer of the Company (including
emoluments for services as employees/directors of the
group entities prior to becoming the directors of the
Company) by the entities comprising the Group during
the year are as follows:

9. EEX - FETHAERESH

%

(a) EBERTETHRAEME

RER  AEEETEREIHE
NARTEEREETHRA S
& (BERRARAREENEL
EEERED EFHMS) BB
T :

Retirement
Salaries benefits
and Discretionary schemes
Fees allowances bonus contributions Total
RINER
e eREs miEa HE- [ @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEx TET T T
For the year ended 31 BZ2018F3A31R
March 2018 LEE
Executive directors HITEZE
Mr. Yu (chief executive officer)? REE (THEZ) * 500 1,740 280 18 2,538
Mr. Chow* [Eha 500 1,260 200 18 1,978
Mr. Wong Kam Man?# BN LA - 960 150 18 1,128
Sub-total gt 1,000 3,960 630 54 5,644
Independent non-executive directors BV HEHTEE
Dr. Lung Cheuk Wah* B EE 3% - - - 34
Mr. Ng Ka Lok* REEF A+ 34 - - - 34
Mr. Wong Chi Yung* FHERE 34 - - - 34
Sub-total st 102 - - - 102
Total Bt 1,102 3,960 630 54 5,746

# Mr. Yu and Mr. Chow, the executive directors of the
Company, were appointed on 25 May 2017 and Mr. Wong
Kam Man, the executive directors of the Company, was
appointed on 9 August 2017.

& The independent non-executive directors were appointed
on 25 January 2018.
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Notes to the Consolidated Financial Statements

ARE TG ERARMIRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

9. Directors’, Chief Executive Officer’'s and 9. EX - FETHAERESH

Employees’ Emoluments (continued) € (&)
(a) Directors’ and chief executive officer’s @QEERFTETHAEMS
emoluments (continued) (#&)

Retirement

Salaries benefits

and Discretionary schemes
Fees  allowances bonus contributions Total

RINTEA
e  HakEl WFTEA TRl s

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAR TAR

For the year ended 31 HZ2017F3A31H
March 2017 LLFE

Executive directors HiTEE

Mr. Yu (chief executive officer) REE (FTHER) 200 1,155 170 18 1,543

Mr. Chow FBxE 200 675 90 18 983

Mr. Wong Kam Man BIRLE - 789 125 18 932

Total st 400 2,619 385 54 3,458
The executive directors’ emoluments shown above were EXARBTEEFNMES SR KF
for their services in connection with the management of ERARNTMAEEEBAIEHR
the affairs of the Company and the Group. Mr. Yu was also AR MBS c REETN
appointed as the chief executive officer of the Company 20175 H25 A BEERARFT
on 25 May 2017. The emoluments of Mr. Yu were also BAEE - RELENME IR AR IKE
for his services in the capacity of chief executive officer. R 17 B4R & P 4R 4 AR 765 T S2 <t #9)
The emoluments of independent non-executive directors EXARBULERITEENMES R
shown above were for their services as directors of the HEEERA R EEMEERSE
Company. 2 TR EE
The discretionary bonus is determined with reference to BIETEA T2 EFANLCEES -
the operating results, individual performance and market BARBELTREE °

condition during the year.
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Notes to the Consolidated Financial Statements

AR e BT ERARARE

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

9. Directors’, Chief Executive Officer’'s and 9. EX - FETHAERESH

Employees’ Emoluments (continued)
(b) Employees’ emoluments

Of the five individuals with the highest emoluments paid
by the Group during the year, three of them (2017: three)
are directors of the Company whose emoluments are
included in the disclosures above. The emoluments of
the remaining two individuals (2017: two) are as below:

% (#&)

(b) EEM <=
RENFEBREREHFALE
RS (20175 Z4) BAA
REE  HMeHN EXHEF -
HHME AL (20175 @A) 1
ME BN TX -

2018 2017
20184 20174
HK$’000 HK$'000
FExT FHIT
Employees EE

- salaries and allowance — e KoEEh 1,611 1,285
- discretionary bonus — BYIBIEAL 229 205

— retirement benefits schemes — RINEHFTEIE K
contributions 36 36
1,876 1,526

Their emoluments were within the following band:

BEHNMS RN A TEE :

Number of individuals

A
2018 2017
20184 20174
Nil to HK$1,000,000 Z % 1,000,000 7T 2 2

No emoluments were paid by the Group to the directors
of the Company or the five highest paid individuals
(including directors and employees), 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 emoluments for both years.
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Notes to the Consolidated Financial Statements

ARE TG ERARMIRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

10. Taxation 10. Bi1E

2018 2017
20184 20174
HK$’000 HK$'000
FTER FAT

The tax charge comprises: MIEZ HBE -

Current tax RVAERHH I8

Hong Kong Profits Tax BBFEH 3,910 2,285
PRC Enterprise Income Tax AR B (b S FTIS A 5 -
3,915 2,285

Hong Kong Profits Tax is calculated at 16.5% on the estimated
assessable profits for both years.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the tax
rate of the Group’s subsidiary in the PRC is 25%.

No provision for taxation in other jurisdictions has been made
as the Group has no operation outside Hong Kong and the
PRC.

EE ST TR EEE 8 Gt R
S FHZ16.5% M TR E -

RETPECEMGSIE ([LEMEHR
) REXMABRAERGSH - AN&EH
R BB R BRI R 525% °

HRASEY EEFE N HBERIIES

PR ikt S 488 kLAt B OARE 1R O B IR A AR R
=
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Notes to the Consolidated Financial Statements

AR e BT ERARARE

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

10. Taxation (continued)

The tax charge for the year can be reconciled to the profit
before taxation per the consolidated statement of profit or
loss and other comprehensive income as follows:

10. %E (&)

FRAMNBRIAREGSBE RE M2 EK
ARARBRBADG SRR T

2018 2017
20184 20174
HK$’000 HK$'000
FExT FAT
Profit before taxation R A5 B A 8,084 9,467
Tax charge at Hong Kong Profits Tax REBNEHNE16.5%
rate of 16.5% FTEMHIES T 1,334 1,562
Tax effect of expenses not deductible A F1FH 52 HY
for tax purpose M E 2,644 469
Tax effect of income not taxable BARTIAR
for tax purpose Mg E - (1)
Effect of different tax rate of a RE A RLERE R &8 /Y
subsidiary operating in other by NIl
jurisdiction NG RS2 2 -
Tax reduction MIBR % (30) (20)
Others HAtb (35) 275
Tax charge for the year FARIBZ H 3,915 2,285

11. Dividends

No dividends were paid, declared and proposed by the
Company since its incorporation. During the year ended 31
March 2017, Polyfair HK paid a dividend of HK$700,000 which
was declared and proposed in previous years.

The directors of the Company do not recommend the payment
of a final dividend for the year ended 31 March 2018.

Polyfair Holdings Limited E3%#=R AR A 7
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Notes to the Consolidated Financial Statements

12. Earnings Per Share

The calculation of the basic earnings per share attributable to
owners of the Company is based on the following data:

ARE TG ERARMIRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

12. BRRER|

ARBEE ABIGEERERBNTIRIE
AT EiEmaETE

2018 2017
20184 20174
HK$’000 HK$°000
FET FHT
Profit for the year attributable to A EERELRRATF
owners of the Company for the s AR RER A
purpose of basic earnings per share FEAG 7R 4 5 5 A 4,169 7,182
2018 2017
20184 20174
Number of shares Sk qE
Weighted average number of ordinary — BtEtE SREARZEF
shares for the purpose of basic i & /Y& B A% hn i
earnings per share (note) FEHE (M) 620,273,973 600,000,000

Diluted earnings per share are not presented as there were no
potential ordinary shares in issue during both years.

Note: The weighted average number of ordinary shares for the
purpose of basic earnings per share has been taken into
account the shares issued pursuant to the Reorganisation and
the capitalisation issue of ordinary share (details as set out in
note 24(b)) as if they had been effective on 1 April 2016.

HRMEFERSBEENEESETYE
B RAEZ5|GREERN

==

a3 e REARRFME BT BARMETFH
HEEZRIRIEEAM BT Z BRE KM T
24(b)FHl B T BARE AL BT - AN
ZER2016F 481 B4R -
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Notes to the Consolidated Financial Statements

AR e BT ERARARE

For the year ended 31 March 2018

HZE 201843 A 31 HIEFE

13. Property, Plant and Equipment

13. 9% - BRERRE

Furniture
Leasehold and office
improvements equipment Total
HEHEE RARBRARE ot
HK$000 HK$'000 HK$'000
FHETT T T
COST BN
At 1 April 2016 ®2016F 4818 - 36 36
Additions NE 327 335 662
At 31 March 2017 MN2017563A318 327 371 698
Exchange adjustment b H SRR - 14 14
Additions NE 501 612 1,113
At 31 March 2018 R2018%F3A31H 828 997 1,825
DEPRECIATION e
At 1 April 2016 R2016F481H - 7 7
Provided for the year FERE 16 26 42
At 31 March 2017 M2017%3A31H 16 33 49
Exchange adjustment b X SR = 2 2
Provided for the year FERME 73 132 205
At 31 March 2018 201843 A31H 89 167 256
CARRYING VALUES REE
At 31 March 2018 M20184E3A31H 739 830 1,569
At 31 March 2017 M2017563A318 311 338 649

The above items of property, plant and equipment are
depreciated over their estimated useful lives using the
straight-line method as follows:

FatmE - BERREEB AT
EET A A F A B ROEELINE -

5 years HEEE 54
RIMRM DR  5F

Leasehold improvements
Furniture and office equipment 5 years
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Notes to the Consolidated Financial Statements

14. Payments for Life Insurance Policies

During the year ended 31 March 2018, Polyfair HK entered into
two life insurance policies (the “Policies”) for two directors of
the Company, namely Mr. Chow and Mr. Yu.

Under the Policies, the beneficiary and policy holder is Polyfair
HK and the total insured sum is US$1,000,000. Polyfair
HK is required to pay an upfront payment of US$623,822
(equivalent to HK$4,881,000) and US$471,857 (equivalent to
HK$3,692,000). Polyfair HK can terminate the policies at any
time and receive cash back based on the net nominal account
value of the Policies at the date of withdrawal, which is gross
premium paid, plus accumulated interest income less any
deductions and the applicable surrender charges made in
accordance with the Polices. Polyfair HK receives an interest
income at variable rates, at which the insurer guaranteed a
minimum interest rates of 3.90% per annum for the 1st to
the 5th policy year and 2.25% per annum for the rest of the
policy years. Surrender charge is payable if the Policies are
terminated by Polyfair HK between the 1st and the 15th policy
year in accordance with the Policies.

The effective interest rate of the payments is 3.90% per annum
for the year ended 31 March 2018, which were determined
on initial recognition by discounting the estimated future
cash receipt through the expected lives of the Policies. The
premium expenses and insurance charges of the Policies
are recognised in profit or loss over the expected lives of
the Policies and the payments for Policies are measured
at amortised cost using the effective interest method. The
carrying amount of payments placed for the Policies as at 31
March 2018 represented the presented value of the Policies.
As at 31 March 2018, the expected lives of the Policies are 20
years, which remained unchanged from the initial recognition
and the directors of the Company considered that the financial
impact of the option to terminate was insignificant.

At the end of the reporting period, the carrying amount of
payments for Policies which have been pledged as security
for a bank borrowings of HK$25,908,000 (2017: nil), is
approximately HK$8,613,000 (2017: nil).

ARE TS ERERMTRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

14. A\ASRBHREMN

REE2018F3A3NBILEE % F
BAERRAMBEE (ALERSRL
&) RTMD ASRBIRE ([RE]) -

BERE  IBZARREFEBEALER
A BIRE S R/A1,000,000% T °
BB H B AL TENRIE623,822F T
(#8 & 74,881,000 JT) K&471,8573%
7T (¥ 8 13,692,000/8 7T) - EHE B
ARERF AR IERE - WREBRENIRIA
HWEEETDFEREES  BEMR
B 48 %8 N 2 51 F S AR E R I EE K
BERESNNERARRFEBNHR
TR BRBFBUANENNEESH E K
A RBRAFEREIZEEEAREFE
WREEFNE A3.90%  HRREERE
£2.25% ° HIREES1EF15EREF
ERKL AIREREEASNERRFE
=,

HE2018F3A3BLEFE  (RHNE
BRF R AFF3.90%  RIIAEEREE
BREMNTEHFRITB MG ARE Y
AMERE - ENERARREBTIRRED
BHFRARIEBRER  MERENMTK
DEREBEREFERERBEKNATE - 5t
20183 A3TEMREN KR EETY
REWIFE - N20185%F3H31H » RE
BTEHASF IR A204F - B YL R A A
RGEFIE  BARARESRA  RIE
RIMREFMEENMISHEREM -

RMEMBR RENSR (BEEHRIEARR
77 18 725,908,000/ 7t (20174 : =)
FHE R m) BEREE A 498,613,000/ 7T
(20178 : &)
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Notes to the Consolidated Financial Statements

AR e BT ERARARE

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

15. Amounts Receivable on Contract Work 15. EIREH TR
2018 2017
20184 20174
HK$’000 HK$'000
F& T FET
Contract costs incurred plus EEESHNAINE FER
recognised profits less recognised EFR = ERE R
losses 540,929 269,653
Less: Progress billings W HEE SRIR (457,781) (210,723)
83,148 58,930

Analysed for reporting purposes as: BERE B FTER DT

Amounts receivable on contract work — JEUTE 4 T2

16. Progress Payments Receivable

Progress payments receivable represents the amounts
receivable, after deduction of retention money, for construction
services which usually fall due within 14 to 30 days after the
work is certified, except for several credit worthy customers to
whom an extended credit period would be granted . Retention
money is usually withheld from the amounts receivable for
work certified. 50% of the retention money is normally due
upon completion of construction services and the remaining
50% portion is due upon finalisation of construction accounts.

The aged analysis of progress payments receivable is as

16.

83,148 58,930

J& WS K

FEWCE E R IR R 2 1R YGRS
REFHIE - BEREEIRERER 4
E0RREH - EETEBERENER
ERRREERRI - RESBFEN
EREN TRELRFIAETRINE - HH
50%H) 4R B & — AR 7 122 58 AR 7% T K By 3%
B MERSO%ANEERB EHRIEZE
FRIFELIE o

FEWCE Z R ARER DAMTIAT

follows:
2018 2017
20184 20174
HK$°000 HK$ 000
FET FET
Within 30 days 30K 9,884 -
31 to 90 days 31E90K 4,309 913
Over 90 days Q0K E 3,655 2,447
17,848 8,54
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Notes to the Consolidated Financial Statements

16. Progress Payments Receivable (continued)

The management of the Group closely monitors the credit
quality of progress payments receivable. All of the progress
payments receivable as at 31 March 2018, that are neither
past due nor impaired is considered to be of good credit
quality based on historical repayment from the customers.

Included in the Group’s progress payments receivable balance
with aggregate carrying amount of HK$3,655,000 (2017:
HK$3,354,000) at 31 March 2018 which is past due for which
the Group has not provided for impairment loss. The Group
does not hold any collateral over these balances.

Ageing of progress payments receivable which are past due
but not impaired:

AR e BT ERARMRE

For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

16. RUGERE R (&)

AREBEEETYEREREERNE
BEEZ - BERFNELENRLH  ®
2018F3A3MAMES BN EREN 2
HEBCEE TR A EELERRIT -

M2018F3A31H » AL EEWEE R
4ehR 4B BR (B 53,655,000/ 70 (2017
% 13,354,000/ 70) WRIBE @A - B
REBIWARFUFTIRBEEE - AEH
W AR F A ER T A A o

B 380 BB R OB FO B M5 2 SR A ARl

2018 2017

20184 20174

HK$°000 HK$’000

FHET FHT

Within 30 days 30K - =
31 to 90 days 31290K - 913
Over 90 days 90K £ 3,655 2,441
3,655 3,354

The management of the Group believes that no impairment
allowance is necessary as there has not been a significant
change in credit quality of these customers and the balances
are considered fully recoverable.

AEEEEERS ARRFEFPHNE
EEXVEEREH AR RERTTBH
Wm - JitkBAHERERE
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AR e BT ERARARE

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

17.Retention Money Receivable 17. ERRE £
2018 2017
20184 20174
HK$’000 HK$'000
FHET FHT
Amounts receivable within one year —FNERFIA 7,295 6,502
Amounts receivable after one year — 1R EWGRIA 15,611 689
22,906 7191
As at 31 March 2018, the Group’s retention money receivable M2018F3H31H + AEBEHERRE S
of HK$17,519,000 (2017: HK$5,922,000) is not yet past 17,519,000/ 7T (20174 : 5,922,000/
due and the remaining balance of HK$5,387,000 (2017: JT) M AR E - RN 45 885,387,000
HK$1,269,000) is past due, of which HK$1,599,000 (2017: 7C (20174 : 1,269,000/ 7T) B # 8 -
HK$171,000) is past due for over one year. The Group does not Hr11,599,0007% 7T (20174 : 171,000/
hold any collateral over these balances. The management of L) BB —FNE c AEETERZE
the Group believes that no impairment allowance is necessary EHRBECTNEAR  AEEEREER
as there has been no significant change in credit quality R BHRZERFPHEEERTRERY
of these customers and the balances are considered fully g B RBEGA RSN E - B BAER R
recoverable. WERE -
18. Prepayments, Deposits and Other Receivables 18. FA{IFIE & R HEW R
15
2018 2017
20184 20174
HK$°000 HK$'000
FHET FAT
Prepayments TR IR 4,262 5122
Payments for life insurance ASRBRIRE
policies - current portion (note 14) I — BERER S (FiiaE14) 234 -
Deferred listing expenses RIE ETRX - 2,418
Deposits and other receivables e Rk H A E Y RIR 669 374
Current portion BIHAZL 5> 5,165 7914
Deposits paid for acquisition of WM - B KRB
property, plant and equipment BEffiRe 134 -
Deposits v 279 -
Portion JEBNEAER 5 413 -
5,578 7,914
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19.

20.

Notes to the Consolidated Financial Statements

Amount Due to a Director

As at 31 March 2017, the amount due to a director represented
the payable to Mr. Chow and was non-traded in nature
unsecured, interest-free and repayable on demand. Such
balance was fully settled during the year ended 31 March
2018.

Pledged Bank Deposits/Bank Balances and
Cash

Pledged bank deposits carry interests which range from 0.001%
t0 1.1% (2017: 0.02%) per annum as at 31 March 2018, which
are pledged to secure banking facilities granted to the Group
amounted to HK$136,782,000 (2017: HK$1,000,000) of which
HK$117,385,000 (2017: HK$999,000) was utilised. An amount
of HK$25,000,000 (2017: nil) is pledged for a bank borrowing
with scheduled last payment date after one year from the
end of the reporting period and therefore classified as a non-
current asset. The remaining amounts are classified as current
assets.

Bank balances carry interest at prevailing market rate of
0.01% (2017: 0.01%) per annum as at 31 March 2018.

19.

20.

ARE TS ERERMTRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

BNEERE

M201763H31A BN ESREA
ERALERE RIBEZHHEE &K
B R2ERIEEREE - BREHER
HZE2018F3A3NALEFERNBELE o

BEMBITERBITERR
Be

M2018F3A31H » B IR 1T K
B F F R0.001%E1.1% (20174 :
0.02%) &8+ WK IR AE R4 EEE
FER1TRIE 136,782,000/ 78 (20174 ¢
1,000,000 7T) BYHESR - H 117,385,000
7 7T (20174 : 999,000/ jT) E & A °
25,000,0005 7t (20174 : &) B {ER
TERZER BHSENRBHAR
EHERE—F ARESEARERD
BE - B N HBEWSEARDEE -

2018438318 » SRITHEBRIKIRITH
BEFF0.01% (20174 : 0.01%) 5HE. o
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AR e BT ERARARE

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

21. Transfer of Financial Assets

The followings were the Group’s financial assets as at 31
March 2018 that were transferred to banks by factoring
certain customers’ invoices on full recourse basis. As the
Group has not transferred the significant risks and rewards
relating to these receivables, it continues to recognise full
carrying amount of the financial assets and has recognised
the cash received on the transfer as secured bank borrowings
(see note 23). These financial assets are carried at amortised
cost in the Group’s consolidated statement of financial
position.

2. ERSREE

AR A& 7 & @ 201843 A31H & B
REREREEREETEFREME
ETRITHEHEE - HRASEE L&
HZERURIBEBNEEENRR R E R
B HEERASREAEMNZBER
B TEHREEMBENRESBERER
BEMIBITER (RHIE23) - 25 SR
BECAREENGE M BRI RIZEH
B ANFI)BR o

Customers’ invoices transferred
to banks with full recourse

BEZRITHNEFRE
(MEZHERE)

2018 2017
20184 20174
HK$°000 HK$'000
T FHET
Carrying amount of customers’ invoices &P ZERREE 24,034 157
Carrying amount of associated liabilities BiEf & BRI BREE (24,034) (157)

Net position AR
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22.Trade and Other Payables

Notes to the Consolidated Financial Statements

ARE TS ERERMTRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

22. B 5 R EMENSFIE

2018 2017

20184 20174

HK$’000 HK$'000

FTER FAT

Trade payables B 5 RIR 34,947 14,836
Retention payables - ERREBE — AR —FA

amount payable within one year M e 3,600 2,772
Retention payables - ERREB & — AR —F1&

amount payable after one year TS 2,740 542

Accrued charges FEETE R 5,585 2,186

Other payable H fth fET 3R 426 -

Receipt in advance TR K 627 1,500

47,925 21,836

The credit period of trade payables is 30 to 60 days.

The following is an aged analysis of trade payables based on

B2 RNFENEEHRI0E60X -

UTRREREHR BHEMNHERE

the invoice date at the end of the reporting period: REZEHHMRE DT
2018 2017
20184 20174
HK$°000 HK$ 000
FET FHEIT
Within 30 days 30K 27,592 10,392
31 to 60 days 31E60XK 7,031 3,013
61 to 90 days 61%E90K 240 989
Over 90 days Q0K A E 84 442
34,947 14,836
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AR e BT ERARARE

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

23.Bank Borrowings 23.RITER
2018 2017
20184 20174
HK$’000 HK$'000
FET FHT
Bank loans RITER 109,321 37,909
Bank overdrafts RITEX 7,871 3,990
117,192 41,899
Bank borrowings with carrying amount ZBR A NHIREBREERN
repayable as follows RITHENK
(based on the scheduled repayment (BEBEZR I EFTEHD
dates set out in the loan FrEIEFAE) ¢
agreements):
- within one year ——&R 110,203 32,982
- between one to two years — —FEEWEFE 4,089 4,381
— between two to five years —WFEERF 2,900 4,498
— after five years — hF1& - 38
117192 41,899
Comprising: B
Amount due within one year shown —FRNE LI R
under current liabilities BENIE 110,203 32,982
Amount that are not repayable within  HBZERRE HIRE T —F R
one year from the end of the EEERSREREE
reporting period but containing a SR IR
repayment on demand clause 6,989 8,917
117192 41,899
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Notes to the Consolidated Financial Statements

23. Bank Borrowings (continued)

As at 31 March 2018, the Group's bank loans carry interests
at Prime Rate less 2.00% to 2.50% per annum and Hong Kong
Interbank Offered Rate ("HIBOR") plus 2.00% to 3.25% per
annum (2017: Prime Rate less 1.00% to 2.75% per annum,
Hong Kong Dollar Best Lending Rate of Chinatrust Commercial
Bank Limited ("BLR") less 4.60% per annum and HIBOR plus
1.70% to 3.25% per annum), with effective interest rates
ranging from 2.25% to 4.04% (2017: 2.15% to 4.25% per
annum).

As at 31 March 2018, the unsecured and guaranteed bank
borrowings of HK$7,967,000 (2017: HK$14,823,000) are
guaranteed by the Government of The Hong Kong Special
Administrative Region under Small and Medium Enterprises
("SME") Loan Guarantee Scheme or/and The Hong Kong
Mortgage Corporation Limited under SME Financing
Guarantee Scheme.

As at 31 March 2018, the secured and guaranteed bank
borrowings of HK$109,225,000 (2017: HK$27,076,000) are
secured by the pledged bank deposits of HK$32,001,000
(2017: HK$2,001,000), invoices issued to customers with
total amount of HK$24,034,000 (2017: HK$157,000) and the
payments for the life insurance policies of HK$8,613,000
(2017: nil). These bank borrowings as at 31 March 2017
were further secured by properties held by a director of
the Company and the companies controlled by a director
of the Company or his close family members and personal
guarantees provided by directors of the Company as set out in
note 32, where these securities and guarantees were replaced
by the corporate guarantee provided by the Company as at 31
March 2018.

As at 31 March 2018, bank overdrafts carry interests at Prime
Rate less 1.15% per annum and Prime Rate less 1.80% per
annum (2017: Prime Rate less 1.80% per annum), with an
effective interest rate ranging from 3.45% to 4.10% (2017:
3.45%) per annum.

ARE TS ERERMTRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

23. RITER (&)

R20184F3A31H  AEEMIRITER
2 BB B M X F2.00%E2.50%H) 4 7
EREBRTBERS ([EBRTRE
24 e ) 112.00%%E3.25%H) 4 K = 5t
B (2017 « IR EEF EH1.00%=
2.75%MFEFE - ARG ERTR
MBERAANBTIREBERFE ([&
BERERFE]) FH4.60%H0EH R RE
IR TT R 27 B N1.70%E3.25%H) F
FIEFE) BEEFFENF2.25%F
4.04% (20174 : 2.15% % 4.25%) °

M201843A31H » & % /47,967,000
7t (20174 : 14,823,000/ JT) #) £ K
BRAERBITERBEBFRTRE
B IREFR /N E ([R/NRE]D FER
Bt Bk REBZBESFERAAIR
B/ EREEREIER -

M201843A31H & % A&109,225,000
7 7T (20174 : 27,076,000/ 7T) B9 A K
1R A PR IR 1718 5 432,001,000% 7T
(20174 : 2,001,000/87T) WA EFIRTT
FRE MEFPH AR R24,034,0007%8
JC(20174F : 157,000/ 7T) HEER AS
{REF5K8,613,0008 70(20174F : &) 1
R ZSEH201743A31B MR ITER
E—PHARREERAARESHER
BEHNARMRYERBRAARESRR
HEHEAERGRHEEI2) (EERFR- @
M2018F3A31H ZEHMRERABAE
RNAR A RRIELR

MR2018F3A31B  RITE IR R E
BHEE1.15% R HEEF ERFH1.80%
(20174 « & B EF EFH1.80%) # F
PR B MEBEFEFENFI.45%E
4.10% (20174 : 3.45%) °
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For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

24, Share Capital

24, IR
R2017F3A3 1B AIEET R EN

The share capital as at 31 March 2017 represents the share

capital of Polyfair HK.

Details of the changes in the Company’s share capital during
the period from 25 May 2017 (date of incorporation) to 31

PRAS o

AARRRAR2017F5 A 258 (5EAK L
BHl) 20184331 H AR E B =15

March 2018 are as follows: T
Amount
A
Number of shares HK$°000
REEE FER
Authorised: VETE
At 25 May 2017 R2017F5825H
(date of incorporation) (FEfAKZ B HR)
(HK$0.01 each) (SR ®E{E0.0177T)
(note a) (HtsEa) 38,000,000 380
Increase in authorised share capital  JEFEMAIZ N (HzXe)
(note e) 4,962,000,000 49,620
At 31 March 2018 R201843 4318
(HK$0.01 each) (BARMEEO0.01%8T) 5,000,000,000 50,000
Issued and fully paid: BEITREE :
At 25 May 2017 M2017%5H25H
(date of incorporation) (FFAksz BEA)
(HK$0.01 each) (ZARE(EO0.01ETT)
(note a) (Ff5Ea) 100 -
Issue of shares pursuant to the BIEBAMEITRGD
Reorganisation (note a) (Pff5Ea) 100 -
Issue of shares pursuant to RIEE AR BEITMEITRG
the capitalisation issue (note b) (P 5ED) 599,999,800 6,000
Issue of shares pursuant to RIBRCE 21 TS
the placing (note c) (FftzEe) 140,000,000 1,400
Issue of shares pursuant to RIEAFEEMETRMD
the public offer (note d) (FfF5Ed) 60,000,000 600
At 31 March 2018 R201843 4318
(HK$0.01 each) (SAREEO.017TT) 800,000,000 8,000
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Notes to the Consolidated Financial Statements

24.Share Capital (continued)

Notes:

(a)

On 25 May 2017, the Company was incorporated in the Cayman
Islands under the Companies Law as an exempted company with
limited liability with an authorised share capital of HK$380,000
divided into 38,000,000 shares of HK$0.01 each. On the same
date, one nil-paid share in the Company was issued to the initial
subscriber, which was transferred to CNY, and an additional 99
nil-paid shares were allotted and issued to CNY on the same
date.

On 19 January 2018, Mr. Chow and Mr. Yu transferred the
entire issued share capital of Polyfair HK to Polyfair BVI (as
the nominee of the Company). The consideration was satisfied
by the Company allotting and issuing 100 new shares to Mr.
Chow and Mr. Yu (or their respective nominee) credited as fully
paid and crediting as fully paid at par the 100 nil-paid shares
in issue. The Company had nominated its direct wholly-owned
subsidiary, Polyfair BVI, to hold the entire issued share capital
of Polyfair HK. Mr. Chow and Mr. Yu had nominated CNY to hold
the 100 new shares.

On 25 January 2018, the Company has approved the issuance of
599,999,800 shares standing to the credit of the share premium
of the Company conditional upon the share premium account
of the Company being credited as a result of the allotment
and issue of the offering shares of the Company under the
capitalisation issue on or around the listing date.

On 23 February 2018, the Company allotted and issued
140,000,000 new shares of par value of HK$0.01 each at offer
price of HK$0.28 each, credited as fully paid, pursuant to the
placing.

On 23 February 2018, the Company allotted and issued
60,000,000 new shares of par value of HK$0.01 each at offer
price of HK$0.28 each, credited as fully paid, pursuant to the
public offer.

The authorised share capital of the Company was increased
from HK$380,000 divided into HK$50,000,000 by the creation of
an additional 4,962,000,000 shares to rank pari passu with the
existing shares in all respects.

All ordinary shares of the Company issued during the period
rank pari passu in all respects.

B

(a)

ZIN/N

ARE TS ERERMTRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

24, RA (&)
i

MR201765H258 + AR R RIE A 7
ERHEHSAMKL ABBREER
AR A TEWRA AE380,0008TC 0 H A
38,000,0004% & f%0.018 LRI AL 1D ° B
BH ARFANLTREAET-REK
BRI - EVAREABGHE R
FoKE - MAAFERRA B[k ERE
NEEITRRINIORR AR BPG FRARD ©

R2018F1A19H » A AERRELER
BERRENEMEHITRABRTER
BVI fEAARARNREAN) - BEAREMN
ARRMAELRERRLE (EEEH
MR B A) BLE REITI00RFRH (A
BR 71 A %R N5 100/% B 3517 R IR
BHOZEEARIAHE) &1 - AR
AEREZHEZEWNBARELEBVIHEE
BEBHEMEHITRA - BEERFR
FEBIRBKBIFE 100MRFRG -

M2018F1H258 + & 2 7 #t &
AR A &) IR 10 55 18 BR A9 3 BR 78 35 17
599,999,800/ ik fn - ME R 1 = AN A Al
B %17 55 (B AR A0 38 BRJR 8 7 £ i B HA Sk
AIERBE R BITEREERETARAT
BERD -

R2018F2H238 © & R & R & &
ERHEBTNR0.287 TR B KRBT
140,000,000/% & f% E 160.0178 7T &) %7
&5 - ABRIIAEE -

201828230 » A A RE LD
BERBEEETR0.28B LA KT
60,000,0000% & A H 50.017 7T B9 ¥ A%
fn + NERIISEUE

% 38 ¥ HN4,962,000,0008% £ & 75 ®
HRERNEARSENNED - K
A ADE E IR 7R $1380,0007% 7T 1 N =
50,000,000 7T ©

ANBABRITHMEEBRES

[EERCICE: 2
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For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

25.

26.

Operating Lease Commitments

At the end of the reporting period, the Group had commitments
for future minimum lease payments under non-cancellable
operating leases which fall due as follows:

25.

REHERE

RBEHR  ARBEERATFHE
HW AR S EEEE TRAKKE
HE TR AL

2018 2017
20184 20174

HK$°000 HK$'000

FTER FAT

Within one year —F R 2,067 1,404
In the second to third year inclusive MEE=F (BIEEREMF) 1,895 559
3,962 1,963

Operating lease payments represent rentals payable by the
Group for its office premises. Leases are negotiated for terms
ranging from one to three years (2017: one to two years) and
the rentals are pre-determined and fixed.

Pledge of Assets

At 31 March 2018, the Group’s bank deposits with carrying
amounts of HK$32,001,000 (2017: HK$2,001,000) as set out in
note 20 and certain assets as set out in note 23, were pledged
to secure certain letter of guarantee facility and banking
facility, respectively, granted to the Group.

Polyfair Holdings Limited E3%#=R AR A 7
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27.

28.

Notes to the Consolidated Financial Statements

Retirement Benefits Schemes

The Group operates a Mandatory Provident Fund Scheme
for all qualifying employees in Hong Kong. The assets of
the scheme are held separately from those of the Group,
in funds under the control of independent trustees. The
Group contributes 5% of relevant payroll costs to the scheme,
which contribution is matched by employees but subject to a
maximum amount of HK$1,500 per month for each employee
to the scheme.

The employees employed by the PRC subsidiary are
members of the state-managed retirement benefits scheme
operated by the PRC government. The PRC subsidiary is
required to contribute a certain percentage of their payroll
to the retirement benefits scheme to fund the benefits.
The only obligations of the PRC subsidiary with respect to
the retirement benefits scheme is to make the required
contributions under the scheme.

The total cost charged to profit or loss of HK$1,822,000 (2017:
HK$399,000) represents contributions paid or payable to the
above schemes by the Group for the year ended 31 March
2018.

Share Option Scheme

In order to provide incentives or rewards to participants
including the directors and eligible employees of the Group,
the shareholders of the Company passed an ordinary
resolution at the annual general meeting of the Company held
on 25 January 2018 to approve the adoption of a share option
scheme (“Share Option Scheme”). No share options were
granted under the Share Option Scheme since its adoption
on 25 January 2018.

27.

28.

AR e BT ERARMRE

For the year ended 31 March 2018
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R SERIEE
AEBAFMAELARNEEREZER

HEREEAE - ZtENEERAS
BONEENHTR  THBILIFEAN

HedeE AREEESASBLIEH
TERARHIS% A Z A BEL R - S
% 1E B8 A Y%t & MHEK ERA1,500
BT

FEMMERRMAEFNES BT BT
REMBIRERRRBATEIMKE -
TENBARARETENR —BADL
AR R AR A ET BIE L3R AR A B
BE - HENB A B A BRKENE
M- BEARBEHIEIELRED

K

M8 &5 1 BR 89 48 BK 751,822,000 JT
(20174 : 399,000/ 70) AAEBEEHZE
201853 A3MHIEFE A Lzt &8 21T
SETRIHER R

BT E

BANEER2EE (BIEEEREGERE
B) KA THEIKER ARARKRRER
A AA20184F1 A26H BITH R R B F
A BB —HLBRABER  BEEM
—IEHBAR T & ([BBRERTE]) - BN
201851 H 258 S 4N B AR #E 5T 8 LA 2K -
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For the year ended 31 March 2018
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28.Share Option Scheme (continued)

The major terms of the Share Option Scheme are summarised

as follows:

(a) Purpose of the Share Option Scheme

(b)

(c)

(d)

The purpose of the Share Option Scheme is to provide an
incentive or a reward to participants for their contribution
to the Group.

Eligibility
Eligible participants include employees (whether full

time or part time employees, including non-executive
directors) and such other eligible participants.

Maximum number of shares

Maximum number of shares must not, in aggregate,
exceed 30% of the total number of shares in issue
from time to time.

Total number of shares in respect of which options
may be granted under the Share Option Scheme
and any other share option schemes of the Group
shall not exceed 80,000,000 shares, being 10% of
the total number of shares in issue as at the listing
date, 23 February 2018, unless the Group obtains
the approval of the shareholders of the Company in
general meeting for renewing the scheme mandate
limit under the Share Option Scheme.

Period of the Share Option Scheme

Subject to any prior termination by the Company in a

general meeting or by the board of directors, the Share
Option Scheme shall be valid and effective for a period
of 10 years commencing on the date of adoption of the
Share Option Scheme.
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(c)

(d)
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Notes to the Consolidated Financial Statements

28.Share Option Scheme (continued)

(e) Maximum entitlement of each participant

(f)

No option shall be granted to any participant if any
further grant of options would result in the shares issued
and to be issued upon exercise of the options granted and
to be granted to such person (including both exercised
and outstanding options) in any 12-month period up to
and including such further grant exceeding 1% of the
total number of shares in issue, unless:

(1) such further grant has been duly approved, in the
manner prescribed by the relevant provisions of
Chapter 23 of the GEM Listing Rules by resolution
of the Shareholders in general meeting at which the
participant and his associates shall abstain from
voting;

(2) a circular regarding the further grant has been
despatched to the shareholders in a manner
complying with, and containing the information
specified in, the relevant provisions of Chapter 23
of the GEM Listing Rules (including the identity of
the participant, the number and terms of the options
to be granted and options previously granted to such
participant); and

(3) the number and terms (including the subscription
price) of such option are fixed before the general
meeting of the Company at which the same are
approved.

Payment on acceptance of the option

HK$1 is payable by the grantee to the Company on
acceptance of the share option offer. The share option
offer will be offered for acceptance for a period of 21 days
from the date on which the offer is granted.

AR e BT ERARMRE

For the year ended 31 March 2018
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28.Share Option Scheme (continued)
(g) Subscription price for shares

The subscription price of a share in respect of any
particular option granted under the Share Option Scheme
shall be a price determined by the board of directors at
least the higher of:

(i) the closing price of the shares;

(i) the average closing price of the shares for the five
consecutive business days immediately preceding
the offer date; and

(iii) the nominal value of a share on the offer date.

(h) The remaining life of the share option

9 years and 10 months (expiring on 24 January 2028).

29. Capital Risk Management

The Group manages its capital to ensure that the group entities
will be able to continue as a going concern while maximising
the return to shareholders through the optimisation of the
debt and equity balance. The Group’s overall strategy remains
unchanged throughout the year.

The capital structure of the Group consists of net debt, which
includes the amount due to a director and bank borrowings
disclosed in respective notes, net of cash and cash equivalents
and equity attributable to owners of the Company, comprising
issued share capital and reserves.

The management of the Group reviews the capital structure
regularly. As part of this review, the management considers
the cost of capital and the risks associated with each class of
capital, and will balance its overall capital structure through
the payment of dividends, new share issues as well as the
issue of new debts or the redemption of existing debts.
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30. Financial Instruments

ARE TS ERERMTRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

30.&€mT A

Categories of financial instruments SRTENER
2018 2017
20184 20174
HK$°000 HK$'000
FHxT T
Financial assets ERMEE
Loans and receivables (including ERREWIE (BFERe R
cash and cash equivalents) BLEEY) 146,629 22,385
Financial liabilities SRAE
Amortised cost B 158,730 67104

Financial risk management objectives and
policies

The Group’s major financial instruments include deposits and
other receivables, progress payments receivable, retention
money receivable, pledged bank deposits, payments for life
insurance policies, bank balances and cash, trade and other
payables, amount due to a director and bank borrowings.
Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments include market risks (currency risk and interest
rate risk), credit risk and liquidity risk, 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.

Market risk
Foreign currency risk

Foreign currency risk refers to the risk that movement
in foreign currency exchange rate will affect the Group’s
financial results and its cash flows. The Group has payments
for life insurance policies amounting to HK$8,613,000 which
are denominated in US$, but the management considers
exposure on the balances dominated in US$ in the group entity
with HK$ as functional currency is not considered significant
as HK$ is pegged to US$ under the pegged exchange system
in Hong Kong.

The Group also has certain transactions denominated in
Renminbi, but management considers such exposure is not
significant to the consolidated financial statements and
hence no sensitivity analysis is presented. The Group currently
does not have a foreign currency hedging policy. However,
the management monitors 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)

Market risk (continued)
Interest rate risk

The Group is exposed to cash flow interest rate risk through
the impact of rate changes on interest bearing financial
assets and liabilities, mainly the interest bearing bank
balances, pledged bank deposits and bank borrowings at
variable interest rates. The Group’s cash flow interest rate risk
is mainly concentrated on the fluctuation of interest rates on
Prime Rate, HIBOR and BLR arising from its bank borrowings.
At 31 March 2018, the Group is exposed to fair value interest
rate risk in relation to payments for life insurance policies. The
Group currently does not have a policy on cash flow hedges of
interest rate risk. However, the management monitors interest
rate exposure and will consider hedging significant interest
rate risk should the need arise.

Sensitivity analysis

The sensitivity analysis below has been determined based
on the exposure to interest rates for interest bearing bank
borrowings, pledged bank deposits and bank balances at
variable interest rates at the end of each reporting period
and assumed that these balances outstanding at the end of
each reporting period were outstanding for the whole year.
50 basis points (2017: 50 basis points) increase represents
the management’s assessment of the reasonably possible
change in interest rates. The management does not anticipate
a decrease in interest rates for bank borrowings, pledged bank
deposits and bank balances in the next financial year having
regard to the trends in Prime Rate and HIBOR (2017: Prime
Rate, HIBOR and BLR) and global economic environment.
Accordingly, sensitivity analysis on a decrease in interest
rates is not presented.
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Notes to the Consolidated Financial Statements

30. Financial Instruments (continued)

Financial risk management objectives and
policies (continued)

Market risk (continued)
Sensitivity analysis (continued)

If interest rates on bank borrowings, pledged bank deposits
and bank balances at variable interest rates had been 50
basis points higher at the end of each reporting period and
all other variables were held constant, the potential effect on
post-tax profit for the year is as follows:

ARE TS ERERMTRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

30. 2@ T A (%)

TREREEEEREE ()

™5k (%)
BREDN (B)

i 4205 B F K5t BEVEIRTT A X - 2 I
RITFERRRITERO T ERE RS H
RIEEOME BB 1M AT A Hoth 7] & [ R 4 5
N HEABRBRIL RN BEZEN
T

2018 2017
20185 20174
HK$’000 HK$'000
FHET FAT
Decrease in post-tax profit FAKRTE
for the year st AR 34 127

Credit risk

The Group’s maximum exposure to credit risk in the event of
the counterparties failure to perform their obligations as at 31
March 2018 in relation to each class of recognised financial
assets is the carrying amount of these assets as stated in the
consolidated statement of financial position.

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to recover
overdue debts. The Group reviews the recoverable amount of
each individual progress payments receivable at the end of
each reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard, the
management of the Group considers that the Group’s credit
risk is significantly reduced.
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30. Financial Instruments (continued)

Financial risk management objectives and
policies (continued)

Credit risk (continued)

As at 31 March 2018, the Group has concentration of credit risk
on progress payments receivable amounting to HK$7,413,000
(2017: HK$2,647,000), representing approximately 42%,
(2017: 79%) of the progress payments receivable, due from
a single customer. As at 31 March 2018, progress payments
receivable from the five customers with the most significant
balances amounted to HK$17,832,000 (2017: HK$3,354,000)
representing approximately 99% (2017: 100%) of the total
progress payments receivable.

In addition, as at 31 March 2018, the Group has concentration
of credit risk on retention money receivable amounting to
HK$9,050,000 (2017: HK$1,985,000), representing approximately
40% (2017: 28%) of the retention money receivable, due from
a single customer. As at 31 March 2018, retention money
receivable from the five customers with the most significant
balances amounted to HK$19,990,000 (2017: HK$5,888,000),
representing approximately 87% (2017: 82%) of the retention
money receivable.

Payments for life insurance policies with carrying amount
of HK$3,262,000 (2017: nil) were placed into an insurance
company. However, having consider the strong financial
background of the insurance company, the management
believes that there is no significant credit risk.

The major customers of the Group are certain reputable
organisations. The management considers that the credit risk
is limited in this regard.

Credit risk on liquid funds is considered limited as such

amounts are placed in banks with high credit ratings assigned
by international credit-rating agencies.
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Notes to the Consolidated Financial Statements

30. Financial Instruments (continued)

Financial risk management objectives and
policies (continued)

Liquidity risk

In management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows. The Group relies on bank borrowings as significant
sources of liquidity. The management monitors the utilisation

of bank borrowings and ensures compliance with loan
covenants.

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 table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate at the end
of each reporting period.

ARE TS ERERMTRE
For the year ended 31 March 2018
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For the year ended 31 March 2018

BZ= 2018 F 3 A 31 HIEFE

30. Financial Instruments (continued)

Financial risk management objectives and
policies (continued)

Liquidity risk (continued)

Liquidity and interest risk tables

30. &R TH (&)

TREREEEERBEK ()

nBESER ()
MEE T MR E LR

Weighted  On demand Total
average or less than 1-3 3 monthsto undiscounted Carrying
interest rate 1 month months Tyear 1-5years cashflows amounts
il REXY, ARRRE
Y% MBAR  1E3EA  EAEIE 1856 REAE REE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% THET TER TER TER TER THET
At 31 March 2018 1201834318
Trade and other payables ~ Z5 Rk
52 - 31,326 6,702 770 2,740 41,538 41,538
Bank borrowings FATEH 3.44 117,192 - - - 117,192 117,192
148,518 6,702 770 2,740 158,730 158,730
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Notes to the Consolidated Financial Statements

30. Financial Instruments (continued)

Financial risk management objectives and
policies (continued)

Liquidity risk (continued)

Liquidity and interest risk tables (continued)

ARE TG ERARMIRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

30.£mT A (&)
TREREEEEREE ()

nBETEE ()
nBEEMFIERERE (B)

Weighted  On demand Total
average  or less than 1-3 3 monthsto undiscounted Carrying
interest rate 1 month months Tyear 1-5years  cash flows amounts
REXH ARES
Mg = WEAR  1ZE3fAR WEARIE 1855 nERE A
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TAT TAT TAT TAT TAT TAT
At 31 March 2017 2017534318
Trade and other payables 25 REM
NG - 11,745 5,200 663 542 18,150 18,150
Amount due toa director ~ ENEZHA = 7,055 - - - 7,055 7,055
Bank borrowings FITRH 3.30 41,899 - - - 41,899 41,899
60,699 5,200 663 542 67,104 67,104
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30. Financial Instruments (continued)

Financial risk management objectives and
policies (continued)

Liquidity risk (continued)
Liquidity and interest risk tables (continued)

Bank borrowings with a repayment on demand clause are
included in the “on demand or less than 1 month” time
band in the above maturity analysis. As at 31 March 2018,
the aggregate carrying amounts of these bank borrowings
amounted to HK$117,192,000 (2017: HK$41,899,000). Taking
into account the Group’s financial position, the directors of
the Company do not believe that it is probable that the lenders
will exercise their discretionary rights to demand immediate
repayment. The directors of the Company believe that such
bank borrowings will be repaid in accordance with the
scheduled repayment dates set out in the loan agreements,
details of which are set out in the table below:

Weighted  On demand
average or less than
interest rate 1 month

nE  BEXS

30.£mT A (&)
TREREEEEREE ()

nBETEE ()
nBEEMFIERERE (B)

B R E SR EE G RITEREGIAE
LB EMRR ST [HRERFIEA A
BFRIER N - 7201838318 » ZF4R
TEFAREEARER117,192,0008 7T
(20174 : 41,899,000/ 7T) » & EEI K
EENTBEARR  ARREERBER
ATETHEERBEERZAER - K
RAESRA BRARTEREREE
RiBEATE AT EER B EEERE K
BEN T :

Total
1-3 3monthsto undiscounted Carrying
months Tyear 1-5years cash flows amounts
AFRRE

FHNE 1fBAR  1Z3f8R  3EAEME 18568 REAE KEE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

% TAR TR THT THT THL THL
Bank borrowings RATEH
At 31 March 2018 R2018F3A318 3.44 58,069 12,090 41,258 7,288 118,705 117,192
At 31 March 2017 ®201743 4318 3.30 11,714 3,167 18,911 9,279 43,071 41,899
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Notes to the Consolidated Financial Statements

30. Financial Instruments (continued)

31.

Fair value measurement of financial

instruments

The fair values of financial assets and financial liabilities are
determined in accordance with generally accepted pricing
models based on discounted cash flow analysis.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial statements
approximate their fair values.

Contingent Liabilities

The Group provides guarantees in respect of the surety bonds
in favour of the customers of certain construction contracts.
Details of these guarantees are set out follows:

30.

31.

ARE TG ERARMIRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

TR A (&)
ERTENDFEE

TREENERABBENRFEDERT
RRSRENMRBLAREEEAERE

ARAEZRARNEEMBRRIZE
RAARNEREER BB ENRE
BEEAERNFERE -

HAREE
AEBUAETEEANNERLBREA
REEFRBREER - ZFEFROFS
o -

2018 2017
20184 20174
HK$’000 HK$'000
FHET FHET
Surety bond issued in favour of AEF AR AR
a customer EERE 8,160 -
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For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

32. Related Party Transactions 32.FAEALTRS
The Group had entered into the following related party REB NI A TRREATRS :

transactions:

(a) Name of related party Nature of transaction 2018 2017
BEATRE E8B XHHE 20185 2017
HK$'000 HK$000
FHET FAT
Goldbest International ~ SEEBREEBRAF* Commission fee paid R IES i
Holdings Limited* in respect of pledge AL iikn
of properties - 180
Polyfaith Holdings BESEARAR Commission fee paid  BL#EIKHF
Limited* in respect of pledge THRAE
of properties 91 225
Polynet Development BERRARAA Commission fee paid s
Limited* in respect of pledge TS
of properties 64 140
Polykind Far East ERERRARAF*  Commission fee paid R Eiiw
Limited* in respect of pledge SEpfikn
of properties 186 210
Mr. Yu REE Commission fee paid I ELiwii
in respect of pledge TRAE
of properties 91 225

* The above related companies are controlled by a director of the *
Company, Mr. Chow, or his close family members, except that
Goldbest International Holdings Limited ceased to be a related
company since it was no longer controlled by the director of the
Company, Mr. Chow or his close family members since 28 April
2017.

Polyfair Holdings Limited E3%#=R AR A 7
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Notes to the Consolidated Financial Statements

32. Related Party Transactions (continued)

(b)

Pledge of properties, as set out in note (a) above, held by
a director of the Company and the companies controlled
by a director of the Company or his close family members
were provided and personal guarantees were given by
directors of the Company in respect of banking facilities
granted to the Group of HK$61,749,000 as at 31 March
2017 of which HK$41,899,000 were utilised as at 31
March 2017. These securities and guarantees were
replaced by the corporate guarantee provided by the
Company during the year ended 31 March 2018.

A director of the Company, Mr. Yu, provided personal
guarantee in favour of a customer against contractual
financial obligations of the Group under a construction
contract during both years. As at 31 March 2017, the amount
of the guarantee was HK$22,000,000, and such personal
guarantee arrangement ceased since February 2018.

The remuneration of key management personnel who are the
directors of the Company during the year was disclosed in note 9.

ARE TS ERERMTRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

2. AEAERF (&)

(b)

RARIEEFRBENYE (BN LEX
Mk (a) RARTEZESHEFBIES
WRRIRERRARTEEE TEA
ERABIEARSER2017463H31H8
E R ERITREE 61,749,000 JT A ¥
R+ H A41,899,000/ 7T E #2017
FIHSTEHEEN A - BLE201843H
STHIEFE r ZEHERREREH
RABREH QBRI o

RREFEEAN - ARBIEERLE
RAEER—DEESANTHELN
PBEERA—NEFPAXm ARME
& AR - 2017838318 » %
TH 1R £ 58 422,000,000 7T © M
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For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

33. Particulars of Principal Subsidiaries 3.FTEMBARFE

201843 A31H » AAQ A KB R 7/
FIBWT ¢

M AR —RER

At 31 March 2018, the details of the Company’s subsidiaries
are as follows:

General information of subsidiaries

Place and
the date of Issued and fully Equity interest
incorporation/ Place of paid capital/ attributable to the
Name of subsidiary establishment operation registered capital  Company as at 31 March  Principal activity
EMERL/ BEATRAR W3IANAAAT
WEARER Rt %% B H ggns &/ GfER ElRARR TERHB
2018 2017
2018  2017%
Directly held:
BERE
Polyfair BV BV Hong Kong US$1 100% N/A Investment holding
8June 2017
EEBY) AERKES &R E 100% TER REER
201766 H8H
Indirectly held:
BERE
Polyfair HK Hong Kong Hong Kong HK$3,000,000 100% 100%  Construction and engineering
9 February 2006 of curtain walls
B4ER &R &R 3,000,007 100% 100% BERERTE
200652 49A
Shenzhen Polyfair Curtainwall PRC PRC HK$1,000,000 100% 100%  Design of fagade systems
Technology Company Limited 9 January 2017 (note 2)
(note 1)
A EERRNRERAR el e 1,000,000%7 100% 100%  SMERERE
(R=E1) 2017%1A9A (RzE2)

Note 1: Shenzhen Polyfair Curtainwall Technology Company Limited BiEE1 : AYNBEEEPHRBR AR DREF
is registered under the law of the PRC as a foreign investment BUAREMANERERR - XERE
enterprise. The official name of the entity is in Chinese. The METAERT AR - RXAHEE
English name is for identification purpose only. HERA -

MizE2 © 5t & A R2017463A318 i K &

Note 2: The registered capital was not yet paid up as at 31 March
2017 and fully paid up as at 31 March 2018.
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ARE TG ERARMIRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

34.Reconciliation of Liabilities Arising from 34 BEFEELEBENYE

Financing Activities

The table below details changes in the Group’s liabilities
arising from financing activities. Liabilities arising from
financing activities are those for which cash flows were, or
future cash flows will be, classified in the Group’s consolidated

statement of cash flows from financing activities.

TRAMSIAEERETHELAR
MES BELTHELNABRENK
ARERAKRENGARRERERAD
BARERDELNRER

Amount

Accrued Bank duetoa

issue costs borrowings director

FEST R IT AR RITER ENESRE

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

FET TET FET

At 1 April 2017 R2017F4 818 61 41,899 7,055
Financing cash flows mERERE (8,762) 72,259 (7,055)
Issue costs accrued FEETEEA TR AR 9,186 = =
Finance costs accrued FEETREE A AR = 3,034 -
At 31 March 2018 R20184F3A31H 485 117,192 -
Dividend Accrued Bank Amount due

payable issuecosts  borrowings to a director

FERARE FERTEIT AR IRITER ENEEFIE

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

FET FET FET FET

At 1 April 2016 R2016F481H 700 = 26,466 3,260
Financing cash flows (note) mEHRERE (FisE) (700) (838) 14,291 3,795
Issue costs accrued FERTE LT AN - 899 = =
Finance costs accrued JERTBLE A AN = - 1,142 -
At 31 March 2017 R20179F3A31H = 61 41,899 7,055

Note: Out of the financing cash flows for the amount due to a

director, it included accrued interest of HK$207,000 which was
presented as finance costs paid in the consolidated statement

of cash flows.

iz AENEEFENBERERET &

FEEETF B.207,0008 7T EREZEAR
ERERPIEENBEXRZT -
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Notes to the Consolidated Financial Statements

e MR

For the year ended 31 March 2018
HZE 20184 3 A3 ALLFE

35. Statement of Financial Position and Reserves
of the Company

Information about the statement of financial position of the

35. XA AWM BRRREHE

ARBRHEBROPBRRAERENE

Company at the end of the reporting period includes: ¥

2018
20184
HK$’000
FExT

Non-current asset ERBEE
Investment in a subsidiary (note a) RHTB A RIMIEE (Mista) 68,536

Current assets MENEE

Prepayments, deposits and other receivables  FEfIRUE - 24 K& H ek 38 236
Amount due from a subsidiary (note b) FEURH B A Al ZIA (Fistb) 3,853
Bank balances RITHER 20
4,109
Total assets MEE 72,645

Capital and reserves BRR
Share capital fi& A 8,000
Reserves R 64,645
Total equity R 72,645

Polyfair Holdings Limited E3%#=R AR A 7




Notes to the Consolidated Financial Statements

ARE TG ERARMIRE
For the year ended 31 March 2018
BZE 20184 3 A 31 ALLFE

35. Statement of Financial Positionand Reserves 35. X AR B RRAEXRBEH

of the Company (continued) (&)
Movement of the reserves of the Company is as follows: RABIEEHEEET ¢
Share Other Capital Accumulated
premium reserve reserve loss Total
R EE HitrfE RARE 2B @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TR TAR TR ThER L

(note c)
(FtzEe)
At 25 May 2017 R2017%5A25R = = = = =
Adjustment arising from BHEENREE
Reorganisation = 3,000 35,636 - 38,536
Capitalisation issue BMMEET (6,000) = = = (6,000)
Issue of new shares BTG 54,000 = - - 54,000
Share issuance costs RIDBITHA (10,085) - - - (10,085)
Loss for the period BRER = = = (11,806) (11,806)
At 31 March 2018 20183 A31H 37,915 3,000 35,536 (11,806) 64,645
Notes: B
a. During the year ended 31 March 2018, an amount due from a a. REZR2018F3A31HILFE - B —
subsidiary of HK$30,000,000 has been waived by the Company = i B A & 338 30,000,0007 7t H A A
and is considered as deemed investment in the subsidiary. A% BIERZMBRRINKRE -
b.  The amount due from a subsidiary is unsecured, interest-free, b. EBR—FRMBARRBRERRE &8
and repayable on demand. RIBIREKER -
c. Capital reserve represented the difference between the carrying c. RIEEH BRARBEIEEEBRAR
amount of the equity of Polyfair HK and the issued share capital HEEEEEENEBITREANESE -

of Polyfair HK pursuant to the Reorganisation.
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Financial Summary

R

RESULTS E 5
For the three years ended 31 March 2016, 2017 and 2018 H £20165F + 2017F K2018F3A318 [k =&
FE
2018 2017 2016
2018%F 20174 20164
HK$’000 HK$'000 HK$'000
FBT FAT THTT
Revenue g 271,841 109,607 172,029
Profit before taxation K30 AR A 8,084 9,467 19,691
Taxation G (3,915) (2,285) (3,266)
Profit for the year FRREH 4,169 7182 16,425
Other comprehensive income for the year &R E M2 EUA 100 - -
Profit and total comprehensive income £E A& M| &% 2 B UK A 4258
for the year 4,269 7182 16,425
ASSETS AND LIABILITIES EEREE
At 31 March R=A=+—8H
2018 2017 2016
20184 20174 20164
HK$’000 HK$'000 HK$’000
FHT FAT THTT
Total assets BEE 235,742 90,404 64,625
Total liabilities BafE (165,944) (70,790) (52,193)
Net assets FEE 69,798 19,614 12,432
Note: MeE

The summary above does not form part of the audited consolidated
financial statements.

No consolidated financial statements of the Group for the years ended 31
March 2015 and 2014 have been published.

The financial information for the years ended 31 March 2017 and 2016 were
extracted from the prospectus of the Company dated 31 January 2018.

Such summary was prepared as if the current structure of the Group had
been in existence throughout these financial years and is presented on

the basis as set out in note 1B to the consolidated financial statements.

Polyfair Holdings Limited E3%#=R AR A 7
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ANEEEN 4B T2, £ 20154 220143831 H IEF

B A M BERE -

HZE2017F k20163831 BILEE ZHEER TS
FskE A AR HEA2018F1 A3 H ZBKREIR ©
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