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Management Discussion and Analysis
BEEEFN®R DM

SH Group (Holdings) Limited (the “Company”, together with its subsidiaries, the
“Group") is principally engaged in providing electrical and mechanical engineering (“E&M
engineering”) services in Hong Kong. We provide services in relation to the supply,
installation and maintenance of mechanical ventilation and air-conditioning system (“MVAC
system”) system, and also provide services in relation to low voltage electrical system and

other E&M system, including fire services system, plumbing and drainage system.

BUSINESS REVIEW

Our revenue decreased by approximately HK$27.4 million, or 15.0%, from approximately
HK$182.9 million for the six months ended 30 September 2017 (the “Last Period") to
approximately HK$155.5 million for the six months ended 30 September 2018 (the
“Current Period”), since the majority of the projects undertaken during the Last Period
were substantially completed in the year ended 3| March 2018 while some of the
awarded projects currently on hand are at the early stage of project implementation,
hence the revenue being recognised by the Group during the Current Period was minimal.
Major projects awarded and major projects undertaken in the Current Period are outlined

below.
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Management Discussion and Analysis

Projects awarded in the Current Period

During the Current Period, we were awarded |3 projects with an aggregate contract

sum of approximately HK$350.3 million (out of which | project with contract sum of

approximately HK$72.0 million was related to electrical system installation). The following

table sets forth the particulars of the five largest projects awarded in the Current Period in

terms of contract sum:

Key scope of work

TETRHE

MVAC system installation for a property development at Yuen Long
TARNYRERE R ORMEREARALE

Electrical system installation for a proposed residential development at \WWong Chuk Hang

BEMRMERETEREBNERERLE

MVAC system installation for a property development at Pak Shek Kok, Tai Po
REBRAANYEERIEBNERHBREHZRLER

MVAC system installation for a residential development at Tuen Mun

EFMEERRARBBRZERRRLE

MVAC system installation for a property development at Sai Kung
FAAMER AR MEIBRZH R R

EEENWR DN

RAHREERNEE

RAHE AFACEREOBENR3503
BEETHNBERR(ETAOENRT20
BEATH I EREEEREZALEER) -
TREINZED B ENTPRER A
RAHE R

Type

(Residential/

Non-residential) "

BH (FE/ Date of award Contract sum

FfEE) BRAH BHEH
HK$ million

BEBRT

Non-residential I'l September 2018 120.0

FEEE T \FhAT—H

Residential I7 May 2018 720

FE “E-N\FHA+LEH

Residential 10 August 2018 64.0

FE —Z-N\FN\ATH

Residential 21 June 2018 580

F=E T )\$FRHA=+—H

Residential [7)uly 2018 134

FE B N\FLHA+LEH

Note: “Residential projects” refer to projects that involve residential flats while “Non-residential projects”

refer to projects that do not involve residential flats.

Bifer - [EEEA P RETHHRNIER © MFE
ERE B REEYENER -

IEEEE () BRAR © HHHE 2018-19

5



Management Discussion and Analysis

EEENWR DN

Major projects undertaken in the Current Period

RABEAENERTR

During the Current Period, the Group continued to focus our efforts on the supply, KA  AEBEEZ THHE 28

installation and maintenance of MVAC system and low voltage electrical system. Revenue HERHBEZAZRAREBRERZS - X
contributed by projects relating to MVAC system and low voltage electrical system  HiE M BRERARGREBRERZSE A
accounted for approximately 82.0% and 18.0% respectively for the Current Period (2017: B8 B B BRI a2 Bl 40 4 82.0% K 18.0%
97.8% and 2.2%). The following table sets forth the particulars of the five largest projects (ZF—+F :978% % 22%) - TR&EIIIEZ

undertaken in the Current Period in terms of revenue contribution:

Key scope of work

FETREE

MVAC system installation for a property development at Tseung Kwan O
HEREERRE R NERBRE R RS TR

MVAC system installation for a property development at Yuen Long
TN YR ERIE R ORMEREARA LR

Electrical system installation for a proposed composite building at North Point
LANERGAETEANERARLZER

MVAC system installation for a remodeling project at Tsim Sha Tsui
RPEBGEE B R BREARR LR

MVAC system installation for a proposed residential development
at Pak Shek Kok, Tai Po
ANEAOARZEERERANOBMBRZARALE
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Type
(Residential/
Non-residential)
B (g
FEE)

Residential

FE

Residential

£=E

Residential

(B2

Non-residential
FEFEE

Residential

=

(E2

Wa B BET B A R HIE AR B ATE B /R

E
Revenue
recognised
during the
Current Period
Date of award Contract sum RHE R
ERAH BHeHE il 6
HK$'million HK$'million
BBERT BEET
25 February 2016 161.0 658
—T—RE-A=-+FH
20 June 2017 69.9 21.1
—ZT—+HXHAZtH
9 May 2017 328 159
—E—tFRANA
4 July 2014 166.8 73
—T-MFE+LANA
7 December 2017 80.7 4.2
—T—+tF+=-AtH



Management Discussion and Analysis

Recent development and Future prospects

Subsequent to the Current Period and up to the date of this report, we were awarded 2
projects with an aggregate contract sum of approximately HK$60.8 million in relation to

MVAC system installation.

Looking forward to the second half of the financial year ending 31 March 2019, despite
the opportunities arising from the continuous growth in construction industry in both
private and public sector, the Group is faced with certain industry-wide challenges, such
as labour shortage problem and the increasing equipment, labour and material costs, and
intensified competition in the industry, which will exert pressure on the Group's business
and profitability. The Group continues to leverage our reputation and qualification in the
industry to undertake the existing projects in progress and the newly awarded projects.
For the purpose of maintaining a stable revenue growth, the Group will continue to bid
for targeted projects with reasonable profit margin and diversify our projects in different

E&M engineering services.

FINANCIAL REVIEW

Revenue

Our revenue decreased by approximately HK$27.4 million, or 15.0%, from approximately
HK$182.9 million for the Last Period to approximately HK$155.5 million for the Current
Period, since the majority of the projects undertaken during the Last Period were
substantially completed in the year ended 31 March 2018 while some of the awarded
projects currently on hand are at the early stage of project implementation, hence the

revenue being recognised by the Group during the Current Period was minimal.
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Management Discussion and Analysis
EEENWR DN

Gross profit and gross profit margin

Our gross profit decreased by approximately HK$17.6 million, or 53.0% from
approximately HK$33.2 million for the Last Period to approximately HK$15.6 million for
the Current Period. Our gross profit margin decreased by approximately 8.1 percentage
points, from approximately 18.2% for the Last Period to approximately 10.1% for the

Current Period.

The decrease in gross profit and gross profit margin was mainly due to (i) intensified
competition in the industry faced by the Group that the Group adopted a more
competitive pricing strategy in securing new projects; and (ii) increase in direct staff costs
as a result of more employees were hired to handle the awarded projects currently on
hand.

Other income

Other income for the Current Period increased by approximately HK$0.2 million, from
approximately HK$0.3 million for the Last Period to approximately HK$0.5 million for the
Current Period. The increase was mainly attributable to the effect of the increase in bank

interest income.

Other gain

We recorded an increase in other gain of approximately HK$0.2 million for the Current
Period, which was attributable to the fair value gain on financial assets at fair value through

profit or loss.
Administrative expenses

Our administrative expenses increased by approximately HK$0.6 million, or approximately
6.8%, from approximately HK$8.8 million for the Last Period to approximately HK$9.4
million for the Current Period. The increase was mainly attributable to the increase in
rental expenses and building management fee of approximately HK$0.4 million for the

additional office units rented during the Current Period.

Finance costs

Our finance costs solely represented interest expenses on bank borrowings. The amount
remained relatively stable, with an amount of approximately HK$0.2 million for both

periods.
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Management Discussion and Analysis

Income tax expenses

Our income tax expenses decreased by approximately HK$3.2 million, from
approximately HK$4.3 million for the Last Period to approximately HK$ 1.1 million for the
Current Period due to the combined effect of the above factors. The effective tax rate for

the Current Period was approximately 16.6% (2017: 17.5%).

Profit attributable to owners of the Company

Based on the above factors, profit attributable to owners of the Company decreased by
approximately HK$14.6 million or approximately 72.3%, from approximately HK$20.2
million for the Last Period to approximately HK$5.6 million for the Current Period.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

Capital Structure

As at 30 September 2018, the capital structure of the Group consisted of equity of
approximately HK$219.9 million (31 March 2018: HK$228.0 million) and bank borrowings
of approximately HK$10.6 million (31 March 2018: HK$12.1 million). For details, please

refer to the paragraph headed “Bank borrowings' below.

Cash position and fund available

During the Current Period, the Group maintained a healthy liquidity position, with working
capital being financed by our operating cash flows, bank borrowings and the retained

profits.

As at 30 September 2018, our cash and cash equivalents were approximately HK$179.5
million (31 March 2018: HK$158.9 million). The bank deposits of approximately HK$31.1
million pledged with a bank as at 31 March 2018 to secure the bank borrowings and
banking facilities including performance guarantees issued by the bank was released during

the Current Period.

As at 30 September 2018, the current ratio of the Group was approximately 2.6 times (31
March 2018: 3.0 times).
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Management Discussion and Analysis
BEEEFN®R DM

Bank borrowings

As at 30 September 2018, the Group had total bank borrowings of approximately
HK$10.6 million (31 March 2018: HK$12.1 million). As at 31 March 2018, the Group had
a facility agreement entered into with a bank with a facility limit of approximately HK$59.4
million. Our Company had made undertakings relating to certain performance obligation
of the controlling shareholders, namely Mr. Yu and Mr. Lau, pursuant to the facility
agreement including the following: (i) Mr. Yu and Mr. Lau undertake to maintain majority
shareholding of our Company; and (i) Mr. Yu shall remain the Chairman of our Company
or we shall notify the bank 14 days in advance in case he ceases to be the Chairman.
During the Current Period, such facility agreement was renewed with a facility limit of
approximately HK$54.0 million. The above-mentioned undertakings relating to certain
performance obligation of the controlling shareholders were replaced by the following
obligation undertaken by the Group: (i) In case of Mr. Yu and Mr. Lau are not the major
shareholders of the Company, the Group should notify the bank 14 days in advance; and
(i) In case of Mr. Yu is not entitled to be Chairman of the Company, the Group should
notify the bank 14 days in advance. This facility agreement remained effective as at 30

September 2018.

As at 31 March 2018 and 30 September 2018, other than disclosed above, the Group
had made undertakings relating to certain performance obligation of the controlling
shareholders pursuant to another facility agreement entered with a bank with a facility limit
of HK$30.0 million including the following: (i) Mr.Yu and Mr. Lau undertake to maintain as
the largest shareholders of the Company directly or indirectly; and (i) Mr. Yu and Mr. Lau

shall remain as the Chairman or director of the Company.

GEARING RATIO

As at 30 September 2018, the Group's gearing ratio was approximately 4.8% (31 March
2018: 5.3%), calculated as the bank borrowings divided by the total equity as at the end of
the respective periods and multiplied by 100%.
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Management Discussion and Analysis

NET CURRENT ASSETS

As at 30 September 2018, the Group had net current assets of approximately HK$188.0
million (31 March 2018: HK$173.0 million). The increase in net current assets position
was mainly attributable to the release of pledged bank deposits, offset by the purchase
of financial assets at fair value through profit or loss and declaration of final dividend in
respect of the year ended 31 March 2018 payable to the shareholders of the Company
during the Current Period.

The Group's policy is to regularly monitor its liquidity requirements and its compliance
with covenants in relation to banking facility agreements, to ensure that it maintains
sufficient reserves of cash and adequate committed lines of funding from the banks to
meet its liquidity requirements. The board (the “Board”) of directors of the Company
(the “Directors”) is not aware of any liquidity issue that may cast significant doubt on the

Group's ability to continue as a going concern.

CAPITAL EXPENDITURES

The Group's capital expenditures for the Current Period amounted to approximately
HK$0.7 million (2017: HK$0.4 million), which was incurred for the purchase of property

and equipment.

FOREIGN EXCHANGE EXPOSURE

The Group's revenue-generating activities and bank borrowings were transacted in Hong
Kong Dollar, which is the functional and presentation currency of the Group. The Board
considers that the Group was not exposed to significant foreign exchange risk, and had
not employed any financial instrument for hedging. The Board will review the Group's
foreign exchange risk and exposure from time to time and will apply hedging where

necessary.

USE OF NET PROCEEDS FROM LISTING

The shares of the Company were listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange™) on 3 January 2017 through global offering
(the "Global Offering™) as described in the section “Structure and Condition of the Global
Offering” in the prospectus of the Company dated |9 December 2016 (the “Prospectus”).
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Management Discussion and Analysis
EEENWR DN

Based on the offer price of HK$1.20 per share, the net proceeds of the 80,000,000 issued
shares received by the Company was approximately HK$69.0 million, after deducting
the listing expenses bome by the Company. The proposed application of net proceeds
as stated in the Prospectus has been adjusted according to the principles and proposed
percentage of utilisation as specified in the section headed “Future Plans and Use of

Proceeds” in the Prospectus.

Up to 30 September 2018, the net proceeds were used as follows:

ERBEEEERKRMI208 T MK
ARRAEMN ETRAX  AREE Wl
80,000,000 % 2 # 1T AR 7 B P15 SR I F B A
ROOBERT - BRERAMATEHIEF
HORTEREERBERERAIRKE
KETGEFIERE | —Hirmtm RE K&
RBEA L EE -

BE-_Z-\FNLA=1+H" FEZREZE
AT :

Net proceeds Utilisation
from Global up to 30
Offering  September 2018
2R BE-Z-N\F Unutilised
BEME AA=+H amount
REFH 28R ABAER
HK$'million HK$'million HK$'million
BEAT BEAT BEAET
Development and expansion of E&M engineering services business
ERLARRETRRE XK 304 15.5 149
Provision of performance guarantees for projects on hand
AR REEAORE 297 29.7 —
Installation of Enterprise Resource Planning system
ZREFEFRRERGR 20 05 15
General working capital
—REEES 69 69 —
69.0 52.6 164

The Group held the unutilised net proceeds mainly in short-term deposits with licensed

banks in Hong Kong.
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Management Discussion and Analysis

FINANCIAL GUARANTEES AND CONTINGENT LIABILITIES

Save as disclosed below, the Group had no other contingent liabilities as at 30 September

2018:

As at 30 September 2018, performance guarantees of approximately HK$36.2 million (3|
March 2018: HK$31.5 million) were given by banks in favour of the Group's customers
as security for the due performance and observance of the Group's obligations under the
contracts entered into between the Group and its customers. If the Group fails to provide
satisfactory performance to its customers to whom performance guarantees have been
given, such customers may demand the banks to pay to them the sum or sum stipulated
in such demand. The Group will become liable to compensate such banks accordingly.

The performance guarantees will be released upon completion of the contracts work.

PLEDGE OF ASSETS

As at 30 September 2018, the Group's leasehold land and buildings amounted to
approximately HK$20.3 million (31 March 2018: HK$20.6 million) were pledged with
banks to secure the bank borrowings and banking facilities including performance
guarantees issued by the banks. The bank deposits of approximately HK$3 1.1 million
pledged with a bank as at 3| March 2018 to secure the bank borrowings and banking
facilities including performance guarantees issued by that bank was released during the

Current Period.

CAPITAL COMMITMENTS

As at 30 September 2018, the Group did not have any capital commitments contracted
but not provided for.
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Management Discussion and Analysis
EEENWR DN

EMPLOYEES, TRAINING AND REMUNERATION POLICY

As at 30 September 2018, the Group had a total of |13 employees (31 March 2018:
93). The remuneration offered to employees generally includes salaries, medical benefits
and bonus. In general, the Group determines salaries of its employees based on each
employee's qualification, position and seniority. The Group provides training to its

employees according to the work requirements.

MATERIAL ACQUISITIONS AND DISPOSALS

The Group did not have any material acquisitions and disposals of subsidiaries, associates

and joint ventures during the Current Period.

SIGNIFICANT INVESTMENTS HELD

The Group did not have any significant investments held as at 30 September 2018.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

The Group did not have other plans for material investments or capital assets as at 30

September 2018,
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Corporate Governance and Other Information

CORPORATE GOVERNANCE PRACTICES
The Company is committed to maintain good corporate governance standard and
procedures to ensure the integrity, transparency and quality of disclosure in order to

enhance the shareholders' value.

The Company has adopted the code provisions set out in the Corporate Governance
Code (“CG Code") as set out in Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules™), as its own code of corporate

governance.

In the opinion of the Directors, the Company was in compliance with all relevant code

provisions set out in the CG Code during the six months ended 30 September 2018.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of
Listed Issuers (“Model Code”) as set out in Appendix 10 to the Listing Rules as the code
of conduct regarding securities transactions by the Directors. Having made specific enquiry
of all Directors, all Directors have confirmed that they have complied with the required

standards as set out in the Model Code during the six months ended 30 September 2018.

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

As at 30 September 2018, the interests or short positions of the Directors and chief
executives of the Company in the shares, underlying shares and debentures of the
Company or any associated corporation (within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571, Laws of Hong Kong) (“SFO")), which were notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they are taken or deemed to have under
such provisions of the SFO), or which were required, pursuant to section 352 of the SFO,
to be entered in the register referred to therein, or which were required, pursuant to the

Model Code, are set out below:
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Corporate Governance and Other Information

TREBR

Hit&E#

Approximate
percentage of the

Number of issued share capital

shares/underlying  of the Company
Long position/ shares held FriE A& AR
Name of Directors Capacity Short position FrERe ERITRAE Notes
EEnS 5% "R/ KRB HERO#E BHED® Bt
Yu Cheung Choy Interests held jointly with another  Long position 246,000,000 61.50 [3
AR person/Interest of controlled e
corporations
BE—ZALTHREFED
Bm /X EERER
Lau Man Ching Interests held jointly with another  Long position 54,000,000 1350 2,3
2NE person/Interest of controlled we
corporations
BE—RATHRFEN
B/ LR RS
Notes: BisE

[ These 246,000,000 shares are held through Prosperously Legend Limited (“Prosperously Legend”), I

which is wholly-owned by Mr. Yu Cheung Choy.

2. These 54,000,000 shares are held through Simply Grace Limited (“Simply Grace”), which is wholly- 2.

owned by Mr. Lau Man Ching.

3. On 7 July 2016, Mr. Yu and Mr. Lau entered into the acting-in-concert confirmation, whereby they 3.
confirmed that, among other things, since 21 July 2004, they have been actively cooperating with
one another and acting in concert, with an aim to achieving consensus and concerted action on all

operating and financing decisions and major affairs relating to each member company within the

Group.

Save as disclosed above, none of the Directors, chief executives of the Company or
their associates had any interests or short positions in any shares, underlying shares and
debentures of the Company or any of its associated corporations as defined in Part XV
of the SFO as recorded in the register to be kept under section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to the Model Code
as at 30 September 2018.
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Corporate Governance and Other Information

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 30 September 2018, the register of substantial shareholders maintained by the
Company pursuant to section 336 of the SFO shows that other than the interests of the
Directors and the chief executives, the following shareholders had notified the Company

of relevant interests or short position in shares and underlying shares of Company as

TRERK

Hite &E¥

TERRRRO K EBER G HE
RKR

RZF-N\FAA=1TH  ARAREFEH

FEEGRAE B EFEN T ERRELTM

Jn - BREERAR TEE'*E%TBIA,E\E’J*E

oh THBRREMERRAEERAR

follows: PSRRI (0 VAR B R s SR )’-?KZDT
Approximate
percentage of the
Number of issued share capital
shares/underlying  of the Company
Long position/ shares held FriG A2 =)
Name Capacity short position FrsRe ERITRAE Notes
=1 5% HR/ KB HERG#E BHED® Bt
Prosperously Legend Beneficial owner Long position 246,000,000 61.50 |
EmEAA R
Simply Grace Beneficial owner Long position 54,000,000 13.50 2
BEREEA 30
Notes: BiE

Prosperously Legend is wholly-owned by Mr. Yu Cheung Choy.

2 Simply Grace is wholly-owned by Mr. Lau Man Ching.

Save as disclosed above, no other parties were recorded in the register of the Company
required to be kept under section 336 of the SFO as having interests or short positions in

the shares or underlying shares of the Company as at 30 September 2018.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option Scheme”) pursuant to
the written resolutions of the shareholders passed on 6 December 2016. The purpose of
the Share Option Scheme is to enable the Group to grant options to full time or part time
employee, Directors (including executive, non-executive or independent non-executive
Directors), any supplier, any customer, any service provider, any shareholder, any adviser

or consultant of the Group as incentives or rewards for their contribution to the Group.
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Corporate Governance and Other Information

TREBR

H o & %

No share option has been granted by the Company under the Share Option Scheme
since its adoption and up to the date of this report.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY
Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the

Company's listed securities during the six months ended 30 September 2018.

AUDIT COMMITTEE

The Company established the Audit Committee on 6 December 2016 with written terms
of reference in compliance with the CG Code. The primary duties and roles of the Audit
Committee include, but are not limited to, (a) making recommendations to the Board on
the appointment, re-appointment and removal of the external auditor, and approving the
remuneration and terms of engagement of the external auditor, and any questions of its
resignation or dismissal; (b) monitoring integrity of financial statements and annual report
and accounts, half-year report and, if prepared for publication, quarterly reports, and
reviewing significant financial reporting judgments contained in them; and (c) reviewing the

financial controls, risk management and internal control systems.

The Audit Committee currently consists of three independent non-executive Directors,
namely Mr. To Yan Ming Edmond (as chairman), Mr. Lam Yim Nam and Mr. Lee Wing
Kee and one non-executive Director, namely Mr. Yu Ho Chi. The Audit Committee has
reviewed the unaudited condensed consolidated financial statements of the Group for the

six months ended 30 September 2018.

By order of the Board
SH Group (Holdings) Limited
Yu Cheung Choy

Chairman

Hong Kong, 22 November 2018
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Report on Review of Condensed Consolidated Financial Statements

BRGE U BRREMARS

Deloitte

To the Board of Directors of SH Group (Holdings) Limited
(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements of SH Group
(Holdings) Limited (the “Company) and its subsidiaries (collectively referred to as the
“Group") set out on pages 2| to 60, which comprises the condensed consolidated
statement of financial position as of 30 September 2018 and the related condensed
consolidated statement of profit or loss and other comprehensive income, statement
of changes in equity and statement of cash flows for the six-month period then ended,
and certain explanatory notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions thereof and Hong
Kong Accounting Standard 34 “Interim Financial Reporting” (“HKAS 34") issued by the
Hong Kong Institute of Certified Public Accountants. The directors of the Company are
responsible for the preparation and presentation of these condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility is to express a conclusion on
these condensed consolidated financial statements based on our review, and to report our
conclusion 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.
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Report on Review of Condensed Consolidated Financial Statements

BRGS U BRREHARS

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified Public
Accountants. A review of these condensed consolidated financial statements consists of
making inquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an

audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that the
condensed consolidated financial statements are not prepared, in all material respects, in
accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 November 2018
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
BRGReEERAMEERAR

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

For the six months

ended 30 September
BEARA=THLEARER

2018 2017
—2-N\F —B—+F
HK$’000 HK$'000
TER TAET
Notes (Unaudited) (Unaudited)
Pyt (REER) (CRE=RZ)
Revenue 1§ 4 155,459 182,900
Direct costs BEEKA (139.819) (149,678)
Gross profit EF 15,640 33,222
Other income H Al A 539 323
Other gain H e zs 202 =
Administrative expenses THRAX (9,444) (8,841)
Finance costs AR (212) (206)
Profit before taxation BR 7% A1 A 5 6,725 24,498
Income tax expense FrieBiFx 6 (1,114) (4,276)
Profit and total comprehensive income HiEF &
for the period 2HBALE 5611 20222
Earnings per share BRER
Basic (HK cents) ERGEA) 7 |.4 5.1

IEEEE () BRAR
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Condensed Consolidated Statement of Financial Position

B GR S F IR R

As at 30 September 2018
R-B-NFAA=FH

As at As at
30 September 31 March
2018 2018
RAR=+R R=RA=+—H
—B-N\F —Z-N\#F
HK$’ 000 HK$' 000
THET THET
Notes (Unaudited) (Audited)
FifE (REER) (&&=7)
Non-current assets FRBEE
Property and equipment EYE 9 22,096 22,121
Deposits Be 2,345 2,036
Pledged bank deposits BEARITER — 31,112
Financial assets at fair value through BATEGAER
profit or loss HEREE 7,715 —
Deferred tax assets BT E — 13
32,156 55,282
Current assets RBEE
Trade receivables B2 RYRIR 10 24,380 23,172
Other receivables, deposits H i fEU IR -
and prepayments ®e RERNFKIE 4,637 38954
Contract assets BREE [ 99,272 =
Amounts due from customers for contract work EWEFA4IIEFIA = 39,217
Bank balances and cash RITEBREAS 179,491 158911
307,780 260,254
Current liabilities nEEE
Trade and bills payables BHRNTIALENER 12 19,474 17,825
Other payables and accrued charges HibER B RETER 53,004 38992
Contract Liabilities ANAEE N 34,629 —
Amounts due to customers for contract work ERNEFPEKHTIENIE — 16,406
Tax payable eI 2,043 1,934
Bank borrowings RITER 13 10,614 12,057
119,764 87214
Net current assets RBEERE 188,016 173,040
Total assets less current liabilities HEEFRTRBDEE 220,172 228322
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Condensed Consolidated Statement of Financial Position
R4S MR R

As at 30 September 2018
KRB \FAA=TA

As at As at
30 September 31 March
2018 2018
RAR=Z+R RM=A=t+—H
—g-\F  —EF)\F
HK$’ 000 HK$'000
THET FET
Notes (Unaudited) (Audited)
BT (REER) (&=%)
Non-current liabilities FRBEE
Provisions B 312 280
Deferred tax liabilities ERERIEEE 4 —
316 280
Net assets EERE 219,856 228,042
Capital and reserves BAK &%
Share capital BRAR 14 4,000 4,000
Reserves ki 215,856 224,042
Equity attributable to owners of the Company FARER AEGER 219,856 228,042

IEEEE () BRAR

P E 2018-19

23



24

Condensed Consolidated Statement of Changes in Equity

BRGSERBZEX

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

Issued share Share Other Retained
capital premium reserve profits Total
ERTRE ROEE HtRE  REEN #st
HK$’000 HK$'000 HK$’ 000 HK$’000 HK$'000
TER TER TER TET TiEr
For the six months ended 30 September 2018 (Unaudited)
BE-R-NFNAZTRIEAEA(REER)
At 31 March 2018 (Audited) RZB-N\%F
ZA=t-R(EEX%) 4,000 83223 5,058 135,761 228,042
Adjustments (Note 3) BE(HaE3) — — — (4,997) (4,997)
At | April 2018 (restated) R-ZE-N\FMA-H
(RE5) 4,000 82,223 5,058 130,764 223,045
Profit and total comprehensive BREARZEKRA
income for the period By — — — 5611 5611
Dividends recognised as distribution BARDMHRE
(Note 8) GiET)) — — — (8,800) (8,800)
At 30 September 2018 (Unaudited) R=ZB-N\F
hAZ1 B (REEK) 4,000 83,223 5,058 127,575 219,856
For the six months ended 30 September 2017 (Unaudited)
BE_Z—tFNAZTRIAEA(REER)
At | April 2017 (Audited) N_T—+F
AR (EE%) 4,000 83223 5058 100,175 192:456
Profit and total comprehensive BAENRZEKA
income for the period k) — o — 20222 20222
At 30 September 2017 (Unaudited) RZZ—t%F
NAZTACREER) 4,000 83223 5058 120397 212678
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Condensed Consolidated Statement of Cash Flows

BHFERERER

For the six months ended 30 September 2018
HE-Z-\FNA=THI AR

For the six months

ended 30 September
BENAZ=THLEAREAR

2018 2017
—B-N\F ST 14 S
HK$’000 HK$'000
TERT TAT
(Unaudited) (Unaudited)

(REERK) (CRIE=R%)

OPERATING ACTIVITIES REZH
Operating cash flows before movements in working capital & B E 2 FFLLHLNE 6,984 25,262
Changes in amounts due from/to customers for U ENEFEHIIZIE

contract work, net HE)%E — 15,483
Increase in contract assets BREEEM (18,989) —
Increase in contract liabilities BRIBEEM 8,011 —
Increase in trade receivables B 5 FE MG IBE (3,675) (22,463)
Increase in other payables and accrued charges HoA & 5 50 0E K% FE 5+ B RGN 7,808 5021
Other movements in working capital HZEEcEE) (1,048) 2,147
Cash (used in) generated from operations gE(MA)MERE (909) 25,450
Income tax paid ERFEH = (12)
Net cash (used in) from operating activities ReTB(FA)MEREFH (909) 25438
INVESTING ACTIVITIES REEH
Bank interest received BEUERITHE 168 187
Dividends received B E 108 —
Withdrawal of pledged bank deposits REEHERBITER 30,112 115
Purchases of financial assets at fair value BERATEFABRNEREE

through profit or loss (7,513) —
Purchase of property and equipment EEMELRE (731) (439)
Net cash from (used in) investing activities RETBHME (A REFH 23,144 (137)
FINANCING ACTIVITIES MEEE
Interest paid BERFE 212) (206)
Repayment of bank borrowings BERITER (1,443) (1,454)
Cash used in financing activities MEEHMARE (1,655) (1,660)
Net increase in cash and cash equivalents RERBEESEMEMERE 20,580 23,641
Cash and cash equivalents at beginning of the period YR e R EEY 158911 100,259
Cash and cash equivalents at end of the period BARERAELEEY

represented by bank balances and cash ERITEHRERE 179,491 123,900
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GENERAL INFORMATION

SH Group (Holdings) Limited (the “Company") was incorporated and registered
as an exempted company with limited liability in the Cayman Islands under the
Cayman Companies Law on 9 May 2016. The address of the Company's registered
office and the principal place of business are Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KYI-I 111, Cayman Islands and Units 603-606, 6/F,
Tower |, Cheung Sha Wan Plaza, 833 Cheung Sha Wan Road, Kowloon, Hong
Kong, respectively. Its immediate and ultimate holding company is Prosperously
Legend Limited, which was incorporated in the British Virgin Islands and wholly-
owned by Mr. Yu Cheung Choy (“Mr. Yu"), who is also the Chairman and

executive Director of the Company.

The condensed consolidated financial statements are presented in Hong Kong
dollar ("HKS$"), which is also the functional currency of companies comprising the

Group.

BASIS OF PREPARATION

The condensed consolidated financial statements of the Group for the six months
ended 30 September 2018 have been prepared in accordance with the applicable
disclosure requirements of Appendix 16 to the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (the“Stock Exchange”) and
with Hong Kong Accounting Standard (“HKAS™) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA").
The condensed consolidated financial statements should be read in conjunction
with the Group's consolidated financial statements for the year ended 31 March
2018, which have been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs").

SH GROUP (HOLDINGS) LIMITED * Interim Report 2018-19

Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
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Notes to the Condensed Consolidated Financial Statements

PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have been prepared on the
historical cost basis, except for certain financial instruments which are measured at

fair values.

Other than changes in accounting policies resulting from application of new and
amendments to HKFRSs, the accounting policies and methods of computation used
in the condensed consolidated financial statements for the six months ended 30
September 2018 are the same as those followed in the preparation of the Group's

consolidated financial statements for the year ended 31 March 2018.

Application of new and amendments to HKFRSs and an interpretation

In the current interim period, the Group has applied, for the first time, the following
new and amendments to HKFRSs and an interpretation issued by the HKICPA
which are mandatory effective for the annual period beginning on or after |

April 2018 for the preparation of the Group's condensed consolidated financial

statements:

HKFRS 9 Financial Instruments
BRI BREEREIR CRTH

HKFRS 15

BEMBRELERNE |55

HK(IFRIC)-Int 22

Bt (ARMBEHERBEZES)
—ZEFE 0%

Amendments to HKFRS 2

BRI BHRELAE 25 (BFTR)

Amendments to HKFRS 4

BEMBRELRNE 45 (BITAX)

Amendments to HKAS 28
BRI ERFE 28R (EFTAR)
Amendments to HKAS 40
BARGERZE 405 (BFT )

3.

AR S M B | R

For the six months ended 30 September 2018
HE-Z-\FNA=THI AR

FEETBE
BRGEEHBRRENELRAEE
RE - HETEeMIARATENE -

RERHFIAEMBERELNRER
H G LR AE T ARSI B G5t
BREHHN BE_T-N\FNLA
=tTRLEANEANERE M RER
PR R E S BOR KAt B AR REAR
SEBE-_T-N\F=-A=1T—HLt
FRMNGSMEHRREPKEEER -

ERHIEREMBREENRETEY
BREENOBITRRRE

RAH R REEEREMR T
AEESMOSRMNMI BB
BHREENLBFENBREERNE
AARBRE YR N\FEA—-
H k2 1& 5 0 6 4F J5E 20 D o o A 3K
RSN E B AmRA MK

Revenue from Contracts with Customers and the related Amendments

REEP A DMK RAERIER]

Foreign Currency Transactions and Advance Consideration

INEZ Z RIBANKE

Classification and Measurement of Share-based Payment Transactions

Ui RERN R NN BN E

Applying HKFRS 9 Financial Instruments with HKFRS 4 Insurance Contracts
EREBMBRELERE 4FRRA R —HHER

BAMBRELREIRERTE

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

ERBEMBREEN —T—NFE_FT—

Transfers of Investment Property

REVMEER

The new and amendments to HKFRSs and an interpretation have been applied in

accordance with the relevant transition provisions in the respective standards and

amendments and an interpretation which results in changes in accounting policies,

amounts reported and/or disclosures as described below.

NEBHNFERE
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Notes to the Condensed Consolidated Financial Statements

L

B 75 3R R Y &

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3.

PRINCIPAL ACCOUNTING POLICIES (Contd)

3.1

Impacts and changes in accounting policies of application on HKFRS 15

Revenue from Contracts with Customers

The Group has applied HKFRS |5 Revenue from Contracts with Customers
and the related amendments for the first time in the current interim period.
HKFRS 15 superseded HKAS 18 Revenue, HKAS || Construction Contracts

and the related interpretations.

The Group recognises revenue from provision of electrical and mechanical

engineering services.

The Group has applied HKFRS |5 retrospectively with the cumulative
effect of initially applying this standard recognised at the date of initial
application, | April 2018. Any difference at the date of initial application
is recognised in the opening retained profits (or other components of
equity, as appropriate) and comparative information has not been restated.
Furthermore, in accordance with the transition provisions in HKFRS 15, the
Group has elected to apply the standard retrospectively only to contracts
that are not completed at | April 2018 and has used the practical expedient
for all contract modifications that occurred before the date of initial
application, the aggregate effect of all of the modifications was reflected at
the date of initial application. Accordingly, certain comparative information
may not be comparable as comparative information was prepared under
HKAS 18 Revenue and HKAS || Construction Contracts and the related

interpretations.
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Notes to the Condensed Consolidated Financial Statements
R4S R R M &

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

3. EESRBE®E)
3.0 ERABERMBREERIEISHK
REFEFENNNEHEHEE
HERED(E)

3. PRINCIPAL ACCOUNTING POLICIES (Contd)
3.1 Impacts and changes in accounting policies of application on HKFRS |5

Revenue from Contracts with Customers (Cont @)

3.1.] Key changes in accounting policies resulting from application of HKFRS
15

HKFRS 5 introduces a 5-step approach when recognising revenue:

®  Step |: 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

®  Step 5: Recognise revenue when (or as) the Group satisfies a

performance obligation
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3. PRINCIPAL ACCOUNTING POLICIES (Contd)
3.1 Impacts and changes in accounting policies of application on HKFRS |5

Revenue from Contracts with Customers (Cont @)

3.1.] Key changes in accounting policies resulting from application of HKFRS

15 (Contd)

Under HKFRS 15, the Group 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.

A performance obligation represents a good and service (or a bundle
of goods or services) that is distinct or a series of distinct goods or

services that are substantially the same.

Control is transferred over time and revenue is recognised over time
by reference to the progress towards complete satisfaction of the

relevant performance obligation if one of the following criteria is met:

®  the customer simultaneously receives and consumes the
benefits provided by the Group's performance as the Group

performs;

e the Group's performance creates and enhances an asset that

the customer controls as the Group performs; or

* the Group's performance does not create an asset with an
alternative use to the Group and the Group has an enforceable

right to payment for performance completed to date.
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Notes to the Condensed Consolidated Financial Statements

RS B HRRHEE

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

3. PRINCIPAL ACCOUNTING POLICIES (Contd) 3. FEEHBER#E)
3.1 Impacts and changes in accounting policies of application on HKFRS |5 3., EREAMBEREEREISHK
Revenue from Contracts with Customers (Cont'd) REEFSANKRHETBE
YEREH(E)

3.1.1 Key changes in accounting policies resulting from application of HKFRS 3.1 EREEE RS ERE

15 (Contd)

Otherwise, revenue is recognised at a point in time when the

customer obtains control of the distinct good or service.

The Group's revenue from engineering service contracts is recognised
over time as the Group's performance creates or enhances an asset
or work in progress that the customer controls as the asset is created
or enhanced. With the performance obligation satisfied over time, the
revenue recognised is measured at the progress towards complete
satisfaction of the performance obligation. The progress towards
complete satisfaction of a performance obligation is measured based
on input method, which is to recognise revenue on the basis of
the Group's efforts or inputs to the satisfaction of a performance
obligation relative to the total expected inputs to the satisfaction
of that performance obligation, that best depict the Group's

performance in transferring control of goods or services.

Previously, under HKAS |8, the Group's revenue from engineering
service contracts is recognised based on the stage of completion
at the end of each reporting period determined with reference to
surveys of work performed to date relative to the total contract
revenue as the directors of the Company considered such method

measured reliably the engineering services performed.
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3. PRINCIPAL ACCOUNTING POLICIES (Contd) 3. FEEHBEK#E)
3.1 Impacts and changes in accounting policies of application on HKFRS 15 3.0 ERERMBREEANEISH
Revenue from Contracts with Customers (Contd) REZEESHNNKEHESTEER
HEEREH(E)
3.1.] Key changes in accounting policies resulting from application of HKFRS 3. EHEBEFHREERE
15 (Contd) IEYE8-410 & $cv29:0ES
Z2% (8)
A contract asset represents the Group's right to consideration in EHNBEBAEERRAET
exchange for goods or services that the Group has transferred to a PHEAEEZHEND
customer that is not yet unconditional. It is assessed for impairment an 5 PR 7 W B A (B B9 HE A
in accordance with HKFRS 9. In contrast, a receivable represents the (HARKBEBRE) ERE
Group's unconditional right to consideration, i.e. only the passage of BEEBHMEHREERE9
time is required before payment of that consideration is due. SRATERE o AR - I
HKIEEAEEBRREH
BARMRER > R FBRAHR
RBERERARIEZ A -
A contract liability represents the Group's obligation to transfer AHNEBREAEERE B
goods or services to a customer for which the Group has received BEUELA B (3 B HR U ER
consideration (or an amount of consideration is due) from the MRE)  MERTFEE
customer. BRI B
3.1.2 Summary of effects arising from initial application of HKFRS 15 312 BAEHEEYFEHEE
RIZ 15 ELNZERE
The following table summarises the impact of transition to HKFRS |5 TREJBEEEEYUHK
on retained profits at | April 2018. HMAEER|E SEHN_-F
—N\FOA—BZ2RE &
M2
Impact of adopting HKFRS 15
at | April 2018
R=ZB-N\FWA—H
KRB RBPBREER
FISTHNTE
HK$’ 000
TEx
Retained profits REEA
Engineering services contracts recognised over time BERF R TEREE L (5,985)
Tax effects MG E 988
Impact at | April 2018 RZZE-N\FMA—BNFE (4,997)
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Notes to the Condensed Consolidated Financial Statements

AR S M B | R

For the six months ended 30 September 2018
HE-Z-\FNA=THI AR

3. PRINCIPAL ACCOUNTING POLICIES (Contd) 3. FEEHBER#E)
3.1 Impacts and changes in accounting policies of application on HKFRS I5 3. EREBUBHREEREISHE
Revenue from Contracts with Customers (Cont d) REEFEANREHETEE
\HEREH(E)
3.1.2 Summary of effects arising from initial application of HKFRS |5 312 BAEFEEYFEHEE
(Contd) BIE I5HEELNZERE
()
The following adjustments were made to the amounts recognised in RZZ—N\FEHA—BRE
the condensed consolidated statement of financial position at | April BR4R & BT TSR 2% AP B SR
2018. Line items that were not affected by the changes have not been SERAEMT - HEaE
included. IRZENMSIER -

Carrying amounts Carrying amounts

previously under HKFRS 15

reported at at | April 2018*

31 March 2018 RZ2-N\%F

BER A—H

“E-N\E REEBHHG

=ZH=+—H Reclassification Remeasurement ¥R %EH|58 |53
REWREE BN E EfFtE f9 B 7 {1

HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
TR TR TR TR
(Note)
(FfaE)
Current assets RBEE
Trade receivables B SN IE 23,172 (2,467) — 20,705
Other receivables, deposits £t JE IR FIE
and prepayments =& KN HIE 38,954 (36968) — 1986
Contract assets BREE — 76,185 4098 80,283
Amounts due from customers  JEWR F & #) T2 7UE
for contract work 39217 (39217) — —
Current liabilities nEaE
Other payables and H A & A+ 50 E K%
accrued charges fEstE A 38992 (2,59) — 3639
Contract liabilities CLI=VE — 16,535 10,083 26618
Amounts due to customers  JEN B AA TRFIA
for contract work 16,406 (16,406) = =
Tax payable ERNTE 1,934 — (988) 946
Capital and reserves BXRRE
Reserves =3 224042 — (4997) 219,045

IEEEE (ER) ERART © HHHE 2018-19 33
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Notes to the Condensed Consolidated Financial Statements
Gl T EL

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3.

SH GROUP (HOLDINGS) LIMITED *

PRINCIPAL ACCOUNTING POLICIES (Contd)

3.1 Impacts and changes in accounting policies of application on HKFRS |5

Revenue from Contracts with Customers (Cont @)

3.1.2 Summary of effects arising from initial application of HKFRS 15
(Contd)

Note:

The amounts in this column are before the adjustments from the
application of HKFRS 9.

In relation to engineering services contracts previously accounted under
HKAS 18, the Group applied input method in estimating the performance
obligations satisfied upon the date of initial application of HKFRS [5.
HK$39,217,000 and HK$13,939,000 of amounts due from/to customers
for contract work under HKAS |8 were reclassified to contract assets
and contract liabilities under HKFRS |5 respectively. HK$36,968,000 of
retention receivables was reclassified from other receivables, deposits and
prepayments to contract assets under HKFRS [5. HK$2,596,000 of other
payables and accrued charges was reclassified to contract liabilities under
HKFRS 15. HK$2,467,000 of trade receivables was eliminated against

amounts due to customers for contract work under HKFRS 5.

The following tables summarise the impacts of applying HKFRS |5 on

the Group's condensed consolidated statement of financial position as

at 30 September 2018 and its condensed consolidated statement of

profit or loss and other comprehensive income for the current interim

period for each of the line items affected. Line items that were not

affected by the changes have not been included.

Interim Report 2018-19
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Notes to the Condensed Consolidated Financial Statements

AR S M B | R

For the six months ended 30 September 2018
HE-Z-\FNA=THI AR

3. PRINCIPAL ACCOUNTING POLICIES (Contd) 3. FEEHBER#E)
3.1 Impacts and changes in accounting policies of application on HKFRS 15 3. EREBVRBEEREISE
Revenue from Contracts with Customers (Cont'd) REEFEHANRBHSHBE
HEREB(E)
3.1.2° Summary of effects arising from initial application of HKFRS 15 312 BREHZEBLEHFEE
(Conta) RIE 15 RELNZERE
(&)
Impact on the condensed consolidated statement of financial HEHEESHBRIRE
position =7
Amounts
without
application of
HKFRS 15
I & & A
BRI
Note As reported  Adjustments ;G2
BT i 2 WE EISHNEE
HK$’ 000 HK$’ 000 HK$’ 000
TER TR THERr
Current assets REBEE
Trade receivables 2 HEWFIRE (b) 24,380 757 25,137
Other receivables, deposits H A fEUFRIE -
and prepayments Be RERFIE (b) 4,637 38,614 4325]
Contract assets BRIEE @), (b) 99272 (99.272) —
Amounts due from customers  EIREF A4
for contract work TEFE (@), (b) — 54,473 54,473
Current liabilities REAE
Other payables and H A & A 0B K
accrued charges EER (b) 53,004 2,713 55717
Contract liabilities BREE @), (b) 34,629 (34,629) —
Amounts due to customers ERNEFEH
for contract work TR (a), (b) — 22,006 22,006
Tax payable FERTHIE 2043 724 2,767
Capital and reserves BX K%
Reserves G 215,856 3,758 219614
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3. PRINCIPAL ACCOUNTING POLICIES (Contd)

3.1 Impacts and changes in accounting policies of application on HKFRS 15

Revenue from Contracts with Customers (Cont d)

3.1.2° Summary of effects arising from initial application of HKFRS 15

(Cont'd)

Impact on the condensed consolidated statement of profit or loss

and other comprehensive income

3. FEETBRE@#)
3.0 ERABERMBREERIEISHK
REFEFENNNEHEHEE

HERED(E)

312 BAERABENHREE

BIE |5 ELMZEHE
()

HEPGeEERAME
ARARNEE

Amounts
without

application of

HKFRS 15
I e A

BRRB®RE

Note As reported  Adjustments  ZERIZE 1555

B aE Fr 28 A HEHE

HK$’ 000 HK$’ 000 HK$’ 000

TR TR TR

Revenue Wi @) 155,459 (4,546) 150913
Direct costs BERAR @) (139.819) 3043 (136,776)
Profit before taxation BRBE AT R 6,725 (1,503) 5222
Income tax expense PSR (1,114) 264 (850)
Profit for the period HRER 5611 (1,239) 4372
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Notes to the Condensed Consolidated Financial Statements
R4S R R M &

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

3. PRINCIPAL ACCOUNTING POLICIES (Contd)

3.1 Impacts and changes in accounting policies of application on HKFRS |5

Revenue from Contracts with Customers (Cont @)

3.1.2 Summary of effects arising from initial application of HKFRS |5
(Contd)

Note:

The adjustments are arising from the different bases of measuring the stage
of completion at the end of each reporting period under HKAS 18 and
HKFRS 5.

Without application of HKFRS 5, the contract assets under HKFRS 15 will
be reclassified as amounts due from customers for contract work and other
receivables, deposits and prepayments (for retention receivables) under
HKAS 18, and the contract liabilities under HKFRS |5 will be reclassified
as amounts due to customers for contract work and other payables and
accrued charges under HKAS 8. The trade receivables will be reinstated

with amounts due to customers for contract work for HKAS 18.
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3.

PRINCIPAL ACCOUNTING POLICIES (Contd)

3.2

Impacts and changes in accounting policies of application on HKFRS 9
Financial Instruments

In the current period, the Group has applied HKFRS 9 Financial Instruments
and the related consequential amendments to other HKFRSs. HKFRS 9
introduces new requirements for (1) the classification and measurement of
financial assets and financial liabilities, (2) expected credit losses (“ECL") for
financial assets and other items (for example, contract assets) and (3) general

hedge accounting.

The Group has applied HKFRS 9 in accordance with the transition provisions
set out in HKFRS 9. i.e. applied the classification and measurement
requirements (including impairment) retrospectively to instruments that
have not been derecognised as at | April 2018 (date of initial application)
and has not applied the requirements to instruments that have already been
derecognised as at | April 2018. The difference between carrying amounts
as at 31 March 2018 and the carrying amounts as at | April 2018 are
recognised in the opening retained profits and other components of equity,

without restating comparative information.

Accordingly, certain comparative information may not be comparable as
comparative information was prepared under HKAS 39 Financial Instruments:

Recognition and Measurement.
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Notes to the Condensed Consolidated Financial Statements

RS B HRRHEE

3. PRINCIPAL ACCOUNTING POLICIES (Contd)
32 Impacts and changes in accounting policies of application on HKFRS 9

Financial Instruments (Cont d)

32,1 Classification and measurement of financial assets and financial

liabilities

Trade receivables arising from contracts with customers are initially

measured in accordance with HKFRS 5.

All recognised financial assets that are within the scope of HKFRS 9
are subsequently measured at amortised cost or fair value, including
unquoted equity investments measured at cost less impairment under

HICAS 39.

Financial assets that meet the following conditions are subsequently

measured at amortised cost:

o the financial asset is held within a business model whose
objective is to hold financial assets in order to collect

contractual cash flows; and

® the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and

interest on the principal amount outstanding.

For the six months ended 30 September 2018
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Notes to the Condensed Consolidated Financial Statements

L

B 75 3R R Y &

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3. PRINCIPAL ACCOUNTING POLICIES (Contd)

32 Impacts and changes in accounting policies of application on HKFRS 9

Financial Instruments (Cont @)

32,1 Classification and measurement of financial assets and financial

liabilities (Cont'd)

Financial assets that meet the following conditions are subsequently
measured at fair value through other comprehensive income
(“FVTOCI"):

¢ the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash flows

and selling the financial assets; and

® the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and

interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair value
through profit or loss (“FVTPL"), except that at the date of initial
application/initial recognition of a financial asset the Group may
irrevocably elect to present subsequent changes in fair value of
an equity investment in other comprehensive income (“OCI") if
that equity investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business combination to

which HKFRS 3 Business Combinations applies.
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Notes to the Condensed Consolidated Financial Statements

RS B HRRHEE

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

FEEHBEA)
EREEMBHRELNFIRSE
MIANYERENBEED
(%)

3. PRINCIPAL ACCOUNTING POLICIES (Contd) 3.
32 Impacts and changes in accounting policies of application on HKFRS 9 3.2

Financial Instruments (Cont d)

32,1 Classification and measurement of financial assets and financial

32/ 2REERTHEENS

liabilities (Cont'd)

Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at
amortised cost or FVTOCI or designated as FVTOCI are measured at
FVTPL.

Financial assets at FVTPL are measured at fair value at the end of
each reporting period, with any fair value gains or losses recognised in
profit or loss. The net gain or loss recognised in profit or loss excludes
any dividend or interest earned on the financial asset and is included

in the “other gain” line item.

The directors of the Company reviewed and assessed the Group's
financial assets as at | April 2018 based on the facts and circumstances
that existed at that date. Trade receivables arising from contracts with
customers are initially measured in accordance with HKFRS 5. The
measurement categories for all financial assets and financial liabilities of
the Group as at | April 2018 remain the same upon the application
of HKFRS 9.
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3.

PRINCIPAL ACCOUNTING POLICIES (Contd)
Impacts and changes in accounting policies of application on HKFRS 9

Financial Instruments (Cont @)

322 Impairment under ECL model

The Group recognises a loss allowance for ECL on financial assets
which are subject to impairment under HKFRS 9 (including trade
receivables, other receivables and deposits, pledged bank deposits,
bank balances and cash and contract assets). The amount of ECL is
updated at each reporting date to reflect changes in credit risk since

initial recognition.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL") represents the portion
of lifetime ECL that is expected to result from default events that
are possible within 12 months after the reporting date. Assessment
are done based on the Group's historical credit loss experience,
adjusted for factors that are specific to the debtors, general economic
conditions and an assessment of both the current conditions at the

reporting date as well as the forecast of future conditions.
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Notes to the Condensed Consolidated Financial Statements

RS B HRRHEE

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

3. PRINCIPAL ACCOUNTING POLICIES (Contd) 3. FEEHBER#E)
3.2 Impacts and changes in accounting policies of application on HKFRS 9 3 ERATRMBREEREIRS
Financial Instruments (Cont d) MIAENTERSHBERED
(&)

322 Impairment under ECL model (Contd) 322 BHIEEERRE T8

The Group always recognises lifetime ECL for trade receivables and
contract assets. The ECL on these assets are assessed individually for
debtors with significant balances and/or collectively using a provision

matrix with appropriate groupings.

For all other instruments, the Group measures the loss allowance
equal to 12m ECL, unless when there has been a significant increase
in credit risk since initial recognition, the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should be recognised
is based on significant increases in the likelihood or risk of a default

occurring since initial recognition.

Significant increase in credit risk

In assessing whether the credit risk has increased significantly since
initial recognition, the Group compares the risk of a default occurring
on the financial instruments as at the reporting date with the risk
of a default occurring on the financial instruments as at the date of
initial recognition. In making this assessment, the Group considers
both quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking

information that is available without undue cost or effort.
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3. PRINCIPAL ACCOUNTING POLICIES (Contd)
32 Impacts and changes in accounting policies of application on HKFRS 9

Financial Instruments (Cont @)
322 Impairment under ECL model (Cont d)

Significant increase in credit risk (Cont d)

In particular, the following information is taken into account when

assessing whether credit risk has increased significantly:

®  an actual or expected significant deterioration in the financial

instruments’ external (if available) or internal credit rating;

®  significant deterioration in external market indicators of credit
risk, e.g. a significant increase in the credit spread, the credit

default swap prices for the debtor;

®  existing or forecast adverse changes in business, financial or
economic conditions that are expected to cause a significant

decrease in the debtor's ability to meet its debt obligations;

®  an actual or expected significant deterioration in the operating

results of the debtor;

®  an actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor’s

ability to meet its debt obligations.
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Notes to the Condensed Consolidated Financial Statements

RS B HRRHEE

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

3. PRINCIPAL ACCOUNTING POLICIES (Contd) 3. FEEHBER#E)
3.2 Impacts and changes in accounting policies of application on HKFRS 9 3 ERATRMBREEREIRS
Financial Instruments (Cont d) MIAENTERSHBERED
(%)

322 Impairment under ECL model (Contd) 322 BHIEEERRE T8

Significant increase in credit risk (Cont d)

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk has increased significantly since initial
recognition when contractual payments are more than 30 days past
due, unless the Group has reasonable and supportable information

that demonstrates otherwise.

The Group considers that default has occurred when the instruments
are more than 90 days past due unless the Group has reasonable and
supportable information to demonstrate that a more lagging default

criterion is more appropriate.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default,
loss given default (i.e. the magnitude of the loss if there is a default)
and the exposure at default. The assessment of the probability of
default and loss given default is based on historical data adjusted by

forward-looking information.

Generally, the ECL is estimated as the difference between all
contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects to
receive, discounted at the effective interest rate determined at initial

recognition.
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

3.

PRINCIPAL ACCOUNTING POLICIES (Contd)

3.2

Impacts and changes in accounting policies of application on HKFRS 9

Financial Instruments (Cont @)

322 Impairment under ECL model (Cont d)

Measurement and recognition of ECL (Cont d)

Interest income is calculated based on the gross carrying amount of
the financial assets unless the financial assets are credit impaired, in
which case interest income is calculated based on amortised cost of

the financial assets.

The Group recognises an impairment gain or loss in profit or loss
for all financial instruments by adjusting their carrying amount, with
the exception of trade receivables and contract assets where the
corresponding adjustment is recognised through a loss allowance

account.

As at | April 2018 and 30 September 2018, the directors of the
Company reviewed and assessed the Group's existing financial
assets and contract assets for impairment using reasonable and
supportable information that is available without undue cost or effort
in accordance with the requirements of HKFRS 9 and considered
the application of ECL model has no material impact to the financial
position of the Group as at | April 2018 and 30 September 2018 and
results of the Group for the six months ended 30 September 2018.
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Notes to the Condensed Consolidated Financial Statements

AR S M B | R

For the six months ended 30 September 2018
HE-Z-\FNA=THI AR

PRINCIPAL ACCOUNTING POLICIES (Cont'd) 3. FERFBE#E)

The application of the other amendments to HKFRSs and an interpretation in the R HRE HIR R A BB B IS 5

current interim period has had no material effect on the amounts reported and/or SEBME TEITREEH I EEH

disclosures set out in these condensed consolidated financial statements. SEMBHRRETMENEER,/ K
RENEEATE -

REVENUE AND SEGMENT INFORMATION 4. WERIBER

Revenue 163

Revenue represents the fair value of amounts received or receivable from the WaiEAEB RN E P ED TER

engineering service contracts by the Group to external customers. The Group's HAHEEC Yk ERRIERN A F

revenue is solely derived from electrical and mechanical engineering (“E&M B AEEREHEZ_Z—\FR_F

engineering”) services with the focus on the supply, installation and maintenance —+tFNA=TBELEAEANKEE

of mechanical ventilation and air-conditioning system (“MVAC system”) and low REREIR(EKEIRE])RS

voltage electrical system in Hong Kong during the six months ended 30 September WEINEEAMEE TEREBK

2018 and 2017. W E R =R R (AR =R

Bl REBEEREL -

Disaggregation of revenue Wi 2 4

For the six
months ended

30 September 2018

gz_%-N\F
hA=t+H
kAR
HK$’ 000
TiERr
(Unaudited)
(REER)
Type of services (revenue recognised over time) AR EBR! (U ax BE R R FERR)
— Supply, installation and maintenance of —HE - RE BB
MVAC system BEZERERS 127,513
— Supply, installation and maintenance of —HE  ZRLGEBEEERESR
low voltage electrical system 27,946
155,459
The revenue recognised for the current period is mainly from private sector REERN W= EERELEEE o
projects.
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Notes to the Condensed Consolidated Financial Statements

L

B 75 3R R Y &

For the six months ended 30 September 2018

BE"Z

—\FAA=TRIAER

REVENUE AND SEGMENT INFORMATION (Contd)

Segment information

For the purpose of resources allocation and performance assessment, the chief
operating decision maker (that is, Mr. Yu and Mr. Lau Man Ching (“Mr. Lau”), who
is the Chief Executive Officer and executive Director of the Company) reviews
the overall results and financial position of the Group as a whole. Accordingly,
the Group has only one single operating segment and no further discrete financial

information nor analysis of this single segment is presented.

Geographical information

No geographical segment information is presented as the Group's revenue are
all derived from Hong Kong based on the location of services delivered and the
Group's property and equipment amounting to HK$22,096,000 (Unaudited) as at
30 September 2018 (31 March 2018: HK$22,121,000 (Audited)) are all located in

Hong Kong by physical location of assets.

Information about major customers
Revenue attributed from customers that accounted for 10% or more of the

Group's total revenue during the period is as follows:

WK 2 ERE R (&)

2 EEH

RERDERKRIEMS - TEL
ERREAaRERBXEFRES
fE]))RAAKERRRE RPN
o Bt AEBEE—EE MK
%%-ﬁﬁ BB E— 7D Hf
BIUBER I -

& &

TEZIWESDER - TTARNRE
RERBEHHE  AEBHKZHGK
BEE MEEENEBRULEE S
AEBR-_Z—\FAA=THA
22,096,000 B TL(REEZ)(ZF—N\
F=ZA=1+—H:22121,000 (&
BZ))MMERBBEOLNES -

BREIEEFNESR
REAIR B 15 AN 5 B Y 25 48 58 10% X
N ERMZRPEESEIT

For the six months
ended 30 September
BZEAA=THLKER

2018 2017
—g-NF  ZFtF
HK$’ 000 HK$ 000
THERT THET

(Unaudited) (Unaudited)

(REER) (CREER)
Customer A BEPA 65,761 N/A i@ *
Customer B EFB 21,746 N/A @R #
Customer C EFC 15,871 N/A N3 *
Customer D ®FD N/A T8 * 59983
Customer E EFE N/A & * 41,777
Customer F BPF N/A 8 * 38316
t Revenue from the relevant customer was less than 10% of the Group's total revenue for * REBHEE REEREFPH KGR

the respective period. MRS B LT 10% °

# No revenue was attributed from the relevant customers for the respective period. # ZRHEYEREREEARE
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Notes to the Condensed Consolidated Financial Statements

PROFIT BEFORE TAXATION

BRGR S M WK M

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

BRBE A& F
For the six months

ended 30 September
BENA=TALAER

2018 2017
—B-N\F —FtF
HK$’000 HK$' 000
THET THET
(Unaudited) (Unaudited)
(REER) (REEZ)
Profit before taxation has been arrived BRBADEM S HR
at after charging: AR IBER :
Depreciation of property and equipment MEREBETE 756 745
Fair value gain on financial assets at fair value EER AT EF ABRA
through profit or loss EREENATERE 202 —
Directors’ emoluments 5=Me 2,514 2,340
Other staff costs: H BT :
Salaries and other benefits e REMmERN 20,980 18013
Retirement benefit scheme contributions RRENETEIHR 754 593
Total staff costs BIKALEE 24,248 20,946
Minimum lease payments under operating WRMEREHEET
leases in respect of office premises SEBERK 1,086 644
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

6. INCOME TAX EXPENSE 6. FIEHiEAX

For the six months

ended 30 September
BENA=THLAMEA

2018 2017
—E-N\F —T—+F
HK$’000 HK$'000
THERT THET
(Unaudited) (Unaudited)
(REERK) (REERZ)
Current tax - Hong Kong Profits Tax ENERT IR — BB MR 1,097 4271
Deferred taxation BRI 17 5
1,114 4276
Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profit for RIS BER ARG ED
" B RIE 16.5% 514 o
7. EARNINGS PER SHARE 7. BREF
The calculation of basic eamnings per share is based on the following data: FRERBMEEE HERA T8 -

For the six months

ended 30 September
BENA=THLAEA

2018 2017
—E-N\F “ELF
(Unaudited) (Unaudited)
(REER) (R&=Z)
Earnings: BH
Eamings for the purpose of calculating basic SFEERERRT
eamings per share (profit for the P R & 22 )
period attributable to owners of (RABHEAR AEIEHREH)
the Company) (HK$ 000) (F&T) 5611 20222
Number of shares: BRin &8
Weighted average number of ordinary shares for Rt EEREREN
the purpose of calculating basic earnings per share 2 BB ET 400,000,000 400,000,000
There was no dilutive potential ordinary share for both periods. R 5 M R R A B R
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Notes to the Condensed Consolidated Financial Statements
GLEEERSE e s

DIVIDENDS

During the six months ended 30 September 2018, a final dividend in respect of
the year ended 31 March 2018 of HK2.2 cents per ordinary share (approximately
HK$8.8 million in aggregate) was declared and payable to the shareholders of
the Company. No dividend was paid or declared by the Company during the six
months ended 30 September 2017. The Board did not declare any interim dividend
for the six months ended 30 September 2018 (2017: Nil).

PROPERTY AND EQUIPMENT

During the six months ended 30 September 2018, the Group acquired property
and equipment amounting to HK$731,000 (Unaudited) (2017: HK$439,000
(Unaudited)).

TRADE RECEIVABLES

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

period is as follows:

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

IR E
RBEE-ZZ-N\FAA=THILAMHE
A EARARRRERIKNEE
“E-NF=ZA=1t—HIEFEMNRKR
HR S G Rk 228 1l(& 488
BEEL) RBE_FT—LtHENA
STHEANEAR  RARABEIRM K
EREAKRS - EXETHBE_F
—NFANA=THLEANEASRESR
FHRE(ZF—LF 8) -

MERZE
REBEEZZT-NFALA=TBLR
BR "EBEENERZESR
7310008 T(REEZ ) ZF—+
F : 439,000 BT (CREER))

g 5 Rl RIE
AEBBANIREERRERAY
ERERPREOCRNERS - N
HERREREZAH2INESE
W AR DT

As at As at
30 September 31 March
2018 2018
RAR=+B W=A=t+—H
—g-N\& e BIC
HK$’ 000 HK$' 000
TER TAET
(Unaudited) (Audited)
(REER) (&&Z)
0 - 30 days 0230K 16,985 16,103
31 - 60 days 31 260K 1,321 4434
61 - 90 days 61 290K 586 555
Over 90 days A0 K 5,488 2,080
24,380 23,172
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

CONTRACT ASSETS AND CONTRACT LIABILITIES

EREERGNAE

As at
30 September
2018
RhA=+A
—B-N\F
HK$’000
TER
(Unaudited)
(REEX)
Contract assets BREE
Unbilled revenue from engineering services contracts REIRRBEHNHRFER 60,658
Retention receivables FEWIRE & 38,614
99,272
Contract liabilities BHERE
Engineering services contracts IERBEH 34,629

The Group has rights to considerations from customers for the provision of
E&M engineering services. Contract assets arise when the Group has right to
consideration for completion of E&M engineering services and not yet billed under
the relevant contracts, and their right is conditioned on factors other than passage
of time. Any amount previously recognised as a contract asset is reclassified to
trade receivables when such right becomes unconditional other than the passage
of time. Remaining rights and performance obligations in a particular contract is
accounted for and presented on a net basis, as either a contract asset or a contract
liability. If the progress payment exceeds the revenue recognised to date under the

input method, the Group recognises a contract liability for the difference.

Retention money is unsecured and interest-free and represented the monies
withheld by customers of contract works recoverable after the completion of
defect liability period of the relevant contracts or in accordance with the terms
specified in the relevant contracts, usually being | to 2 years from the date of

completion of respective E&M engineering services projects.
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12.

Notes to the Condensed Consolidated Financial Statements
R4S R R M &

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

TRADE AND BILLS PAYABLES
The credit period on purchases and subcontracting of contract work services ranges
from 30 to 60 days generally. The following is an aged analysis of trade payables

presented based on the invoice date and bills payables presented based on the

date of issuance of the bills at the end of each reporting period:

2. BEENZRERENRE
NHREBEDEANTRRBNER
HARNTI0EOK - A TARER
EHRERBRZAHZIMNEZEN
RENERERHTRHZIMEN

SRR AT
As at As at
30 September 31 March
2018 2018
RABR=+B W=A=+—H
—B-N\F —B-\F
HK$’ 000 HK$' 000
THET THET
(Unaudited) (Audited)
(REER) (&%)
Trade payables: EHEMNFIA :
0 - 30 days 0230K 13,305 7,147
31 - 60 days 31 260K 6,169 8,284
19,474 15431
Bills payables: ENZE
0 - 30 days 0&230K = 1,096
31 - 60 days 312 60K = 1,298
= 2,394
19,474 17,825
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Notes to the Condensed Consolidated Financial Statements

BRGE M B|RME

For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

13.  BANK BORROWINGS RITIER
As at As at
30 September 31 March
2018 2018
RhB=+R W=A=+—8
—B-N\F —EN\F
HK$’ 000 HK$'000
TEx FHET
(Unaudited) (Audited)
(REER) (BERZ)
Secured bank borrowings BEMRITER 10,614 12,057
Carrying amounts repayable (note): FEEEREE (M) :
Within one year R—FR 2,906 2910
More than one year, but not exceeding two years —FAEENEBME 1,278 2,379
More than two years, but not more than five years ~ MISEIA LB @A A FE 2,330 2312
Over five years HEiAhF 4,100 4456
10,614 12,057

Note: The amounts due are based on scheduled repayment dates set out in the loan agreements.

All the bank borrowings as at 30 September 2018 and 31 March 2018 contain a

repayable on demand clause and are shown under current liabilities.
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Notes to the Condensed Consolidated Financial Statements

BANK BORROWINGS (Contd)

All bank borrowings were guaranteed by corporate guarantee of the Company.

Certain banking facilities of the Group were secured by:

() leasehold land and buildings owned by the Group as at 30 September 2018
and 31 March 2018; and

(i) deposits of HK$3 1,112,000 as at 31 March 2018.

As at 31 March 2018, the Group had made undertakings relating to certain
performance obligation of the controlling shareholders, namely Mr. Yu and Mr.
Lau, pursuant to a facility agreement including the following: (i) Mr. Yu and Mr. Lau
undertake to maintain majority shareholding of the Company; and (i) Mr. Yu shall
remain the Chairman of the Company or the Company shall notify the bank [4
days in advance in case he ceases to be the Chairman. During the current period,
such facility agreement was renewed and the above-mentioned undertakings were
replaced by the following obligation undertaken by the Group: (i) In case of Mr. Yu
and Mr. Lau are not the major shareholders of the Company, the Group should
notify the bank 14 days in advance; and (i) In case of Mr. Yu is not entitled to be
Chairman of the Company, the Group should notify the bank 14 days in advance.

This facility agreement remained effective as at 30 September 2018.

As at 31 March 2018 and 30 September 2018, other than disclosed above, the
Group had made undertakings relating to certain performance obligation of the
controlling shareholders pursuant to another facility agreement entered with a bank
including the following: (i) Mr.Yu and Mr. Lau undertake to maintain as the largest
shareholders of the Company directly or indirectly; and (i) Mr. Yu and Mr. Lau shall

remain as the Chairman or director of the Company.

IEEEE () BRAR

RS B HRRHEE

For the six months ended 30 September 2018
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For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

14.  SHARE CAPITAL

Details of the share capital of the Company are disclosed as follows:

Financial Statements

14, B
RARBAFEHRRLT :

Amount
Number £l
of shares HK$ HK$’ 000
RPEE B TER
Ordinary shares of HK$0.01 each S REE 0.01 B ITH) & AR
Authorised: EE
At | April 2017 (Audited), RZZE—+FMA—RB(BEZ)
30 September 2017 (Unaudited), —Z—+FNA=+H
| April 2018 (Audited) (REER) _T—/\FWA—H
and 30 September 2018 (BEZ) L _Z-N\FNA=1H
(Unaudited) (REEER) 10,000,000,000 100,000,000 100,000
Issued and fully paid: ERITREBHZM
At | April 2017 (Audited), RZT—tFMA—A(EEZ)
30 September 2017 (Unaudited), —Z—+FNA=+H
| April 2018 (Audited) (Rfes%)  —F—\EMA—AH
and 30 September 2018 (BER)RZ_T—N\FNLA=1H
(Unaudited) (REEEZ) 400,000,000 4,000,000 4,000

I15.  PLEDGE OF ASSETS
At the end of each reporting period, the Group pledged the following assets to
secure the bank borrowings and banking facilities including performance guarantees

issued by the banks.

I5. EEEA
RERESHR  AEERUTEEMN
ARITERRBTRE (BERITED
BB AR ) fEH IR o

The carrying amounts of the assets pledged are as follows: CIEMEEREENT
As at As at
30 September 31 March
2018 2018
RAA=tRE R=A=+—H
—2-N\F —F)\F
HK$’ 000 HK$' 000
TERT TAT
(Unaudited) (Audited)
(REER) (R&EZ)
Bank deposits RITER — 31,112
Leasehold land and buildings MELTHRIEF 20,269 20,622
20,269 51,734

SH GROUP (HOLDINGS) LIMITED ¢ Interim Report 2018-19



Notes to the Condensed Consolidated Financial Statements

AR S M B | R

For the six months ended 30 September 2018
HE-Z-\FNA=THI AR

RELATED PARTY TRANSACTIONS 6. BEARS
Other than disclosed elsewhere in the condensed consolidated financial statements, B IA R 4R & B A5 3R 3R A it 5 AT iR
the Group had the following related party transactions during the period: BEI REEPHANDEEAATHE
BAR5 -
Compensation to key management personnel of the Group which represent the THAREEEEERE A S (BARAT]
directors of the Company are as follows: =5 )NHHN -
For the six months
ended 30 September
BENA=+HLKER
2018 2017
—E-N\E —T—+tF
HK$’ 000 HK$'000
TExT FHET
(Unaudited) (Unaudited)
(REER) (REERZ)
Directors’ fees k2K 312 240
Salaries e 2,184 2,082
Discretionary bonus B IEAL = =
Retirement benefit scheme contributions RIRBAET IR 18 18
CONTINGENT LIABILITIES 17. HAREE

As at 30 September 2018, performance guarantees of HK$36,220,000 (31 March
2018: HK$31,466,000) were given by banks in favour of the Group's customers as
security for the due performance and observance of the Group's obligations under
the contracts entered into between the Group and its customers. If the Group
fails to provide satisfactory performance to its customers to whom performance
guarantees have been given, such customers may demand the banks to pay to
them the sum or sum stipulated in such demand. The Group will become liable to
compensate such banks accordingly. The performance guarantees will be released
upon completion of the contract works. The performance guarantees were granted

under the banking facilities with details as set out in note |3.

At the end of each reporting period, as represented by the directors of the
Company, they do not consider it is probable that a claim will be made against the

Group.

IEEEE () BRAR

RZZE—NFALA=1H " RITUKX
SEEPAXRAREEBANER
£5362200008 T(Z T —\F = A
=+—H 314660008 T) * fEAN
SEXERTRETHETPMAIY
BRETELTNER - WAKENE
KNIERKRETHBELBOERNE
FPRE BREPAZXRITIXNE
HXEBERANSHE - A5 BB
BEMARMBITIELEERHE - BL
ERENEHIRTEKERR - BL
ERVBBERTHERL - FEHRN
BzE 13 °

REB|EHR MARRERHAM
HRARASEERE L H R A RN

o

>|_
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For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

18.

OPERATING LEASE COMMITMENTS 18.

The Group as lessee
At the end of each reporting period, the Group had commitments for future
minimum lease payments in respect of office premises rented under non-cancellable

operating lease which fall due as follows:

REHEEAR

AEEEREEA

REFEHR  AEEHBREAA
R EHEMERREZHRK
SERENFREMT -

As at As at
30 September 31 March
2018 2018
RAA=tRE R=A=+—H
—E-N\&E —ZT-N\F
HK$’ 000 HK$' 000
TERT FET
(Unaudited) (Audited)
(REER) (R&EZ)
Within one year —FR 2,419 499
In the second to fifth year inclusive F_FEFLF(BREEMTF) 3,294 82
5713 581

The above operating lease payments represent rental payable by the Group for
office premises. Lease agreements for office premises are negotiated and fixed for
a term of two to three years (2017: two years) and one of these lease agreements

included a renewal option at the discretion of the Group for further two years.
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Notes to the Condensed Consolidated Financial Statements

FAIR VALUE MEASUREMENT
Fair value of the Group's financial assets that are measured at fair value on a

recurring basis

Some of the Group's financial assets are measured at fair value at the end of each
reporting period. The following table gives information about how the fair values of
these financial assets are determined (in particular, the valuation technique(s) and
inputs used), as well as the level of the fair value hierarchy into which the fair value
measurements are categorised (Levels | to 3) based on the degree to which the

inputs to the fair value measurements is observable.

e Level | fair value measurements are those derived from quoted prices

(unadjusted) in active market for identical assets or liabilities;

J Level 2 fair value measurements are those derived from inputs other than
quoted prices included within Level | that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices);

and

J Level 3 fair value measurements are those derived from valuation techniques
that include inputs for the asset or liability that are not based on observable

market data (unobservable inputs).

BRGR S M WK M

For the six months ended 30 September 2018
HE-Z-\FNA=TRHIENEA

AT EIE
RIS E BB L FEGTER A EE
HBEEENLFE

AEBHOMBEEEDREREHR
BRAFENE - TRERNAEEZ
TRBEEAFEMEMLERGEE.
ERERNBARE)  ARRAF
B EBARBNABREERAY
EFERBARTERBNR(E—
ZEZR) -

¢« —RAFEHEDRAEAES
B ERERTS O RECRER
)it E

s —BRAVEAENREEXE
BN BRGAZBR(REERE
E—BANBREN)  TRER
(BMER) Sz (BVR B B1%) &t
B R

s ZRARVEFENREEXAR
HIFREA BRE TS 2R (B
BB AE)ORBETNESS -
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 September 2018
BE-ZT/\FNA=TRLAERA

19. FAIR VALUE MEASUREMENT (Contd) 19. REEFEE)
Fair value as at Valuation
RTHBHNAFE technique(s)
30 September 2018 31 March 2018 Fair value and key input(s)
Financial instruments —E-N\F ZZ—)\%F hierarchy HEFER
¢MIA AA=+H =RA=1t—H ALVEXEE IEBGAZE
Financial assets at fair value Equity securities listed Nil  Level | Quoted bid prices in
through profit or loss in Hong Kong: ' =% an active market
BATEFABRSENEREE REE LM TR BB 5 P iR e
PRz BB
HK$7,715,000
7715000/ 7T
There is no transfers among Level | and Level 2 during both periods. Rz MEHE  —RE K 2 EE
WBiE e
Fair value of the Group's financial assets and financial liabilities that are not FEfpax = B E L N T (B 5= N E
measured at fair value on a recurring basis BB BB ERBEB E R FEE
The directors of the Company consider that the carrying amounts of financial assets AABIESZRE  NERES KR
and financial liabilities recorded at amortised cost in the condensed consolidated R IRE R AT R M S EE R
financial statements approximate their fair values. BeaENEREEEATEERS °
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