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CHAIRMAN’S STATEMENT
FEHE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”),
| am pleased to present the annual report of Kwong Luen
Engineering Holdings Limited (the “Company”) for the year ended
31 March 2021 (the “Year”).

LISTING ON THE STOCK EXCHANGE

The ordinary shares of our Company (the “Shares”) were
successfully listed (the “Listing”) on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 11
March 2021 (the “Listing Date”) which marked a significant
milestone for our Company and its subsidiary (collectively, the
“Group”). 250,000,000 ordinary Shares were issued under
the share offer, raising net proceeds of approximately HK$97.1
million (after deducting expenses from the Listing (the “Listing
Expenses”)).

OVERVIEW

With the capital raised from the Listing, the Group has greater
flexibility to enhance the service capacity which strengthen the
Group's market position in Hong Kong.

For the Year, the Group recorded a total revenue of approximately
HK$481.7 million, representing an increase of approximately 19.0%
as compared to approximately HK$404.8 million for the year ended
31 March 2020. For the Year, the Group recorded profit attributed
to owners of the Company of approximately HK$31.1 million as
compared to profit recorded for the year ended 31 March 2020
of approximately HK$38.4 million. The decrease of the profit was
mainly attributable to the non-recurring Listing Expenses during the
Year.

Setting aside the Listing Expenses, the Group’s net profit for the

Year would be approximately HK$45.4 million (year ended 31 March
2020: HK$40.3 million).
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PROSPECT

In view of the strong demand in the foundation works market,
property developers are more actively launching new projects. In
particular, there has been an increasing number of invitation to
tenders received by the Group from both current and potential
customers.

To expand the Group’s service capacity in capturing valuable
opportunities that arise from the Hong Kong foundation works
industry in the future, we plan to utilise the net proceeds in (i)
financing the up-front costs of projects; (ii) purchasing additional
machinery; (iii) further expanding and strengthening manpower by
recruiting additional staff; and (iv) purchasing a building information
modelling software together with certain ancillary supporting
hardware device.

Based on the Group's accumulated expertise and experiences in the
industry, the Directors are cautiously optimistic about the Group’s
business outlook.

The Board believes that the Listing has enhanced the Group’s image
in the construction industry in Hong Kong, while is critical to the
relationship building with our current and potential customers. With
our active business strategy in the coming year, the Group expects
to create greater value to our shareholders and investors.

APPRECIATION

On behalf of the Board, let me take this opportunity to extend our
heartfelt gratitude to our shareholders, business partners, customers,
and employees for your continuous support and contribution to the
Group. We are committed to delivering value and bringing returns
to all our stakeholders.

Yip Kwong Cheung
Chairman
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DIRECTORS AND SENIOR MANAGEMENT

EENGREEE

DIRECTORS
Executive Directors

Mr. YIP Kwong Cheung (EE#) ("Mr. Yip”), aged 64, is our Chairman,
chief executive officer and executive Director. Mr. Yip serves as
the chairman of the nomination committee of the Company (the
“Nomination Committee”) and a member of the remuneration
committee of the Company (the “Remuneration Committee”).
Mr. Yip is primarily responsible for overseeing the daily operation,
managing the project management team and formulating the
overall business development strategies of our Group.

Mr. Yip is a founder of our Group. Mr. Yip attended junior secondary
education in Hong Kong. He has accumulated about 30 years of
experience in the foundation industry and construction project
management. In August 1990, he commenced his own business
through a sole proprietorship under the name of Kwong Luen Co.
established by himself which mainly engaged in construction works
in Hong Kong. He has been a director of Kwong Luen Engineering
Limited (“Kwong Luen Engineering”) since June 1995. He is also
a director of both Kwong Luen Prosperity Limited (“Kwong Luen
Prosperity”) and Kwong Luen Success Limited (“Kwong Luen
Success”). Mr. Yip is the spouse of Ms. Kwan Chui Ling.

Mr. Yip has entered into a service agreement with the Company
for an initial term of three years commencing on 11 March 2021
and will continue thereafter until terminated in accordance with
the terms of the agreement. The amount of emoluments paid
for the Year to Mr. Yip is set out in note 9 to the consolidated
financial statements for the Year of the Company’s annual report.
Such remuneration/emoluments will be reviewed annually by the
Board and the Remuneration Committee and he is also entitled to
a discretionary bonus with reference to his performance and the
operating results of the Group.

Mr. Yip has not held any directorship in the last three years in public
companies the securities of which are listed on any securities market
in Hong Kong or overseas. As at 31 March 2021, he was interested
in 750,000,000 Shares held through Kwong Luen Prosperity
(representing 75% of the aggregate number of Shares in issue). Save
as disclosed above, Mr. Yip was not interested in any Shares within
the meaning of Part XV of the Securities and Futures Ordinance
("SFO") as at 31 March 2021. Save as disclosed above, Mr. Yip
does not have any relationship with any other Directors, senior
management or substantial shareholder or controlling shareholder
of the Company.
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DIRECTORS AND SENIOR MANAGEMENT

Ms. KWAN Chui Ling (B82£1%) (“Ms. Kwan"), aged 63, is our executive
Director. Ms. Kwan is primarily responsible for overseeing the
human resources and administration affairs of our Group. Ms.
Kwan attended secondary education in Hong Kong. Ms. Kwan
has accumulated about 20 years of experience in the foundation
industry. She has been a director of Kwong Luen Engineering since
June 2000. She is also a director of both Kwong Luen Prosperity and
Kwong Luen Success. Ms. Kwan is the spouse of Mr. Yip.

Ms. Kwan has entered into a service agreement with the Company
for an initial term of three years commencing on 11 March 2021 and
will continue thereafter until terminated in accordance with the terms
of the agreement. The amount of emoluments paid for the Year to
Ms. Kwan is set out in note 9 to the consolidated financial statements
for the Year of the Company’s annual report. Such remuneration/
emoluments will be reviewed annually by the Board and the
Remuneration Committee and she is also entitled to a discretionary
bonus with reference to her performance and the operating results of
the Group.

Ms. Kwan has not held any directorship in the last three years in
public companies the securities of which are listed on any securities
market in Hong Kong or overseas. As at 31 March 2021, she
was interested in 750,000,000 Shares held through Kwong Luen
Prosperity (representing 75% of the aggregate number of Shares
in issue). Save as disclosed above, Ms. Kwan was not interested
in any Shares within the meaning of Part XV of the SFO as at 31
March 2021. Save as disclosed above, Ms. Kwan does not have
any relationship with any other Directors, senior management or
substantial shareholder or controlling shareholder of the Company.
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DIRECTORS AND SENIOR MANAGEMENT
EERGHREEE

Independent Non-Executive Directors

Ms. CHENG Shing Yan (£} fiX) ("Ms. Cheng"), aged 46, was appointed
as our independent non-executive Director on 19 February
2021. Ms. Cheng serves as the chairlady of the audit committee
of the Company (the “Audit Committee”), a member of the
Remuneration Committee and the Nomination Committee. She
is responsible for overseeing our management independently and
providing independent advice to the Board.

Ms. Cheng has accumulated about 22 years of experience in
auditing, accounting and financial management. She held different
positions at Ernst & Young Business Services Ltd. from January
2004 to December 2008, where she last served as a manager of
the assurance and advisory business services department. She then
worked at Baker Tilly Hong Kong Business Services Limited as a
manager from March 2009 to July 2010. She held different positions
at SHINEWING (HK) CPA Limited from November 2010 to April
2016, where she last served as a senior audit manager. Since April
2016, Ms. Cheng joined the group of Sanroc International Holdings
Limited (now known as Zhaobangji Properties Holdings Limited)
("Sanroc”), a company listed on the Main Board of the Stock
Exchange (stock code: 1660), as the chief financial officer.

From August 2016 to April 2018 and from April 2017 to April
2018, she was the company secretary and an executive director
of Sanroc, respectively. From June 2017 to October 2019, she
was an independent non-executive director of China Shenghai
Food Holdings Company Limited (now known as China Shenghai
Group Limited), a company listed on the Main Board of the Stock
Exchange (stock code: 1676). Since October 2017, she has been an
independent non-executive director of Putian Communication Group
Limited, a company listed on the Main Board of the Stock Exchange
(stock code: 1720).

Ms. Cheng obtained a master’'s degree of arts in international
accounting from the City University of Hong Kong in November
2003. She was admitted as a certified public accountant of the Hong
Kong Institute of Certified Public Accountants in July 2003, a fellow
of The Association of Chartered Certified Accountants in December
2005, an associate of The Institute of Chartered Secretaries and
Administrators (now known as The Chartered Governance Institute)
in June 2017 and an associate of The Hong Kong Institute of
Chartered Secretaries in June 2017.

Save as disclosed above, Ms. Cheng has not held any directorship
in the last three years in public companies the securities of which
are listed on any securities market in Hong Kong or overseas. She is
not connected with any Directors, senior management, substantial
or controlling shareholders of the Company, nor does she have any
interests in the Shares which are required to be disclosed pursuant
to Part XV of the SFO.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. WONG Yiu Kit Ernest (Z2£) (“Mr. Wong”), aged 53, was
appointed as our independent non-executive Director on
19 February 2021. Mr. Wong serves as the chairman of the
Remuneration Committee and a member of the Audit Committee.
He is responsible for overseeing our management independently and
providing independent advice to the Board.

Mr. Wong has accumulated over 20 years of extensive experience
in venture capital, corporate finance and management. He was
the vice president of Vertex Management (HK), an international
venture capital firm in Singapore, from July 2000 to October
2002. He worked at Hong Kong Applied Science and Technology
Research Institute Company Limited from November 2002 to April
2008, where he last served as the chief financial officer. He was an
executive director of Adamas Finance Asia Limited (formerly known
as China Private Equity Investment Holdings Limited) (“Adamas
Finance”), a company listed on the London Stock Exchange (stock
code: ADAM) and the Frankfurt Stock Exchange (stock code: 1CP1),
from May 2008 to February 2014 and a non-executive director of
Adamas Finance from February 2014 to June 2019. From October
2014 to August 2019, he worked for KVB Kunlun Financial
Group Limited (now known as CLSA Premium Limited) (“Kunlun
Financial”), a company listed on the Main Board of the Stock
Exchange (stock code: 6877), as the chief financial officer and the
company secretary. During the period from May 2018 to August
2019, he was concurrently an executive director of Kunlun Financial.
He is currently the president and the group chief financial officer of
KVB Holdings Limited.

From November 2016 to September 2018, he was an independent
non-executive director of Legend Strategy International Holdings
Group Company Limited, a company listed on the Main Board of the
Stock Exchange (stock code: 1355). From February 2017 to August
2019, he was an independent non-executive director of China
Regenerative Medicine International Limited, a company listed on
GEM of the Stock Exchange (stock code: 8158). From July 2014 to
July 2020, he was an independent non-executive director of HongDa
Financial Holding Limited (now known as China Wood International
Holding Co., Limited), a company listed on the Main Board of the
Stock Exchange (stock code: 1822).
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DIRECTORS AND SENIOR MANAGEMENT
EERGHREEE

He is currently an independent non-executive director of each of
RENHENG Enterprise Holdings Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 3628), Progressive
Path Group Holdings Limited, a company listed on the Main Board
of the Stock Exchange (stock code: 1581), Aidigong Maternal &
Child Health Limited, a company listed on the Main Board of the
Stock Exchange (stock code: 286) and Goldstone Investment Group
Limited, a company listed on the Main Board of the Stock Exchange
(stock code: 901).

Mr. Wong obtained a bachelor’'s degree of business administration
from the University of Hong Kong in November 1991, a master’s
degree of science in investment management from The Hong Kong
University of Science and Technology in November 1998, a master’s
degree of science in electronic engineering from The Chinese
University of Hong Kong in December 2008 and a master’s degree
of science in major programme management from the University of
Oxford in the United Kingdom in February 2020.

Mr. Wong was admitted as a chartered financial analyst of The
Institute of Chartered Financial Analysts in September 1998, a fellow
of The Association of Chartered Certified Accountants in November
1999, a fellow of the Hong Kong Society of Accountants (now
known as the Hong Kong Institute of Certified Public Accountants)
in October 2002 and a fellow of The Institute of Chartered
Accountants in England and Wales in January 2018.

Save as disclosed above, Mr. Wong has not held any directorship
in the last three years in public companies the securities of which
are listed on any securities market in Hong Kong or overseas. He is
not connected with any Directors, senior management, substantial
or controlling shareholders of the Company, nor does he have any
interests in the Shares which are required to be disclosed pursuant
to Part XV of the SFO.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. TANG Sher Kin (B8%LER) (“Mr. Tang”), aged 51, was appointed
as our independent non-executive Director on 19 February 2021.
Mr. Tang serves as a member of the Audit Committee and the
Nomination Committee. He is responsible for overseeing our
management independently and providing independent advice to
the Board.

Mr. Tang has accumulated about 26 years of experience in
engineering industry and project management. From May 1994 to
June 1997, he worked as a senior sales engineer at Temperzone
Limited. From June 1997 to December 2018, he worked as a senior
manager at The Jardine Engineering Corporation, Limited. Since
January 2019, he has been an executive director and the general
manager of Luen Fat Air Condition (Holding) Trading & Engineering
Co. Ltd.

Mr. Tang obtained a bachelor’s degree of engineering in mechanical
engineering from the Oxford Polytechnic (now known as the Oxford
Brookes University) in the United Kingdom in July 1992 and a
master’s degree of arts in global business management from the
City University of Hong Kong in November 2006.

Mr. Tang was admitted as a chartered engineer of the Engineering
Council in December 2004, a fellow of the Asian Institute of
Intelligent Buildings in July 2005, a BEAM professional of the Hong
Kong Green Building Council in 2010, a chartered environmentalist
of the Society of Operations Engineers in August 2011, a registered
energy assessor of the Electrical and Mechanical Services Department
of the Government in August 2012, a certified member of The
Environmental Management Association of Hong Kong in January
2017 and a professional member of the Hong Kong Institute of
Qualified Environmental Professionals Limited in July 2017. Mr. Tang
is currently a fellow of The Hong Kong Institution of Engineers in five
disciplines including (i) building services; (ii) control, automation and
instrumentation; (iii) environmental; (iv) energy; and (v) mechanical.
Mr. Tang has been a member of the Innovation and Technology
Fund Research Projects Assessment Panel for two years with effect
from 1 January 2021.

Save as disclosed above, Mr. Tang has not held any directorship in
the last three years in public companies the securities of which are
listed on any securities market in Hong Kong or overseas. He is not
connected with any Directors, senior management, substantial or
controlling shareholders of the Company, nor does he have any
interests in the Shares which are required to be disclosed pursuant
to Part XV of the SFO.
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DIRECTORS AND SENIOR MANAGEMENT
EERGHREEE

Mr. KWOK Yiu Hung (ZB#3#t) (“Mr. Kwok”), aged 56, joined our
Group in August 1997 as an excavator operator of Kwong Luen
Engineering. He was promoted as a site agent of Kwong Luen
Engineering in March 2000 and was further promoted as a site
manager of Kwong Luen Engineering in September 2015. He
has accumulated about 37 years of practical experience in the
foundation industry. Mr. Kwok is primarily responsible for our site
coordination, site supervision and project management.

Mr. Kwok completed four courses for qualifying site supervisors
as technically competent persons organised by the Construction
Industry Training Authority in Hong Kong from 2002 to 2005.

Save as disclosed above, Mr. Kwok has not held any directorship
in the last three years in public companies the securities of which
are listed on any securities market in Hong Kong or overseas. He is
not connected with any Directors, senior management, substantial
or controlling shareholders of the Company, nor does he have any
interests in the Shares which are required to be disclosed pursuant
to Part XV of the SFO.

Mr. WONG Ho Cheung (ZE ) (“Mr. Wong”), aged 33, joined
our Group in December 2019 as a financial controller of Kwong
Luen Engineering. He is primarily responsible for overseeing our
financial reporting, financial planning, treasury, financial control and
company secretarial matters.

Mr. Wong has accumulated about 9 years of experience in auditing
and financial matters. Prior to joining our Group, from October
2011 to September 2012, Mr. Wong served as an audit trainee at
Pentagon CPA Limited. From October 2012 to January 2016, Mr.
Wong held various positions at Mazars CPA Limited, where he last
served as a senior (grade Il). From February 2016 to January 2018,
Mr. Wong served as a senior at Deloitte Touche Tohmatsu. From
June 2018 to October 2019, Mr. Wong served as an accounting
manager at Kit Kee Engineering Limited, a subsidiary of Dragon Rise
Group Holdings Limited (stock code: 6829), a company listed on the
Main Board of the Stock Exchange.

Mr. Wong obtained a bachelor’s degree of business administration
(accounting) from the Hong Kong Baptist University in November
2011. He was admitted as a certified public accountant of the Hong
Kong Institute of Certified Public Accountants in October 2018.

Save as disclosed above, Mr. Wong has not held any directorship
in the last three years in public companies the securities of which
are listed on any securities market in Hong Kong or overseas. He is
not connected with any Directors, senior management, substantial
or controlling shareholders of the Company, nor does he have any
interests in the Shares which are required to be disclosed pursuant
to Part XV of the SFO.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEERR DT

BUSINESS REVIEW

We are a foundation works contractor in Hong Kong. We
commenced our business in 1995 and have since undertaken
foundation works in the role of subcontractor through Kwong Luen
Engineering, our principal operating subsidiary. The foundation
works undertaken by us mainly comprised excavation and lateral
support works and other associated works including pile cap
construction, underground drainage works and site formation
works.

For the Year, the Group recorded profit of approximately HK$31.1
million. Compared with the year ended 31 March 2020, the Group
recorded profit of approximately HK$38.4 million. The Directors are
of the view that the decrease of profit was mainly attributable to the
non-recurring listing expenses amounting to approximately HK$14.3
million incurred for the Year. Setting aside the Listing Expenses, the
Group's profit for the Year would be approximately HK$45.4 million.

OUTLOOK

The Shares were listed on the Main Board of the Stock Exchange
on the Listing Date by way of share offer (the “Share Offer"”).
The Group always strives to improve our operation efficiency and
profitability of our business. The Group will also proactively seek
opportunities to expend our customer base and our market share
and undertake more projects which will enhance value to our
shareholders.

The net proceeds from the Share Offer will provide financial
resources to the Group to meet and achieve our business objectives
and strategies which will further strengthen the Group’s market
position in Hong Kong.
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MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

FINANCIAL REVIEW
Revenue and cost of sales

The Group's revenue increased to approximately HK$481.7 million
for the Year by approximately HK$76.9 million or 19.0%, from
approximately HK$404.8 million for the year ended 31 March 2020.
This was principally due to the revenue contributed by two sizable
projects awarded during the Year. The estimated contract sum
of these two projects were approximately HK$328.5 million and
HK$50.4 million, respectively. One of these projects commenced in
August 2020 whereas another commenced in January 2021 with
revenue contibution of approximately HK$64.1 million and HK$20.4
million, respectively, for the Year.

The Group's cost of sales increased from approximately HK$352.6
million for the year ended 31 March 2020 to approximately
HK$420.9 million for the Year, representing an increase of
approximately HK$68.3 million or 19.4%. Such increase was
generally in line with the growth of our revenue of approximately
19.0% for the Year.

Gross profit and gross profit margin

The Group’s overall gross profit increased from approximately
HK$52.2 million for the year ended 31 March 2020 to approximately
HK$60.8 million for the Year, representing an increase of
approximately 16.5%. Such increase in our Group’s overall gross
profit was mainly attributable to the revenue growth during the
Year as discussed above. Meanwhile, as the increase in our cost
of sales was comparable to the increase in our revenue for the
corresponding financial year, the Group’s overall gross profit margin
has remained relatively stable at approximately 12.9% and 12.6%
for the year ended 31 March 2020 and the Year, respectively.

Other income and gains

Other income and gains of the Group increased by approximately
HK$4.1 million from approximately HK$0.5 million for the year
ended 31 March 2020 to approximately HK$4.6 million for the
Year. The increase was mainly due to (i) the government grants
of approximately HK$1.5 million received from the Employment
Support Scheme of the Hong Kong Government for the purpose to
retain employment and combat the COVID-19 during the Year; (ii)
the gain on disposal of items of property, plant and equipment of
approximately HK$1.2 million during the Year; and (iii) the increase
in the income of approximately HK$1.1 million generated from other
one-off miscellaneous works, such as removal of debris and other
minor concrete works, etc..
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative expenses

The administrative expenses of the Group increased from
approximately HK$4.2 million for the year ended 31 March 2020 to
approximately HK$7.5 million for the Year, representing an increase
of approximately HK$3.4 million or approximately 81.0%. The
increase during the Year was mainly due to (i) the professional and
consultancy fee of HK$1.4 million incurred during the Year; (i) the
Group's audit fee of HK$1.1 million after listing; (iii) the increase
in our staff cost mainly due to the hiring of our Group’s financial
controller since December 2019; and (iv) the directors and officer
insurances expense incurred after the Listing.

Finance costs

The finance costs of the Group increased from approximately
HK$195,000 for the year ended 31 March 2020 to approximately
HK$289,000 for the Year, representing an increase of approximately
HK$94,000 or 48.2%. The increase in our finance costs was
primarily attributable to the approximate HK$38.2 million drawdown
of bank loans during the Year.

Listing expenses

During the Year, the Group recognised non-recurring listing
expenses of approximately HK$14.3 million (year ended 31 March
2020: HK$1.9 million) in connection with the Listing.

Income tax expenses

The income tax expenses of the Group increased from
approximately HK$8.0 million for the year ended 31 March 2020
to approximately HK$8.9 million for the Year, representing an
increase of approximately HK$0.9 million or 11.4%. The increase
was due to the increase in the Group’s revenue and gross profit as
discussed above, while the effective tax rate of the Group increased
from approximately 17.2% for the year ended 31 March 2020 to
approximately 22.2% for the Year mainly due to the non-deductible
listing expenses of approximately HK$14.3 million incurred during
the Year as discussed above.

Profit and total comprehensive income for the year

The profit and total comprehensive income for the year of the Group
decreased from approximately HK$38.4 million for the year ended
31 March 2020 to approximately HK$31.1 million for the Year,
representing a decrease of approximately HK$7.3 million or 18.9%.
The decrease was primarily attributable to the non-recurring listing
expenses of approximately HK$14.3 million incurred during the Year
as discussed above.

EEEFWR DT

TR
REENTERXHBZE T _ZF=A=+—
BIEFENN42BABEBTTEMERFENLT.S
BEET  BEA3.488BITHAB1.0% © I
REFRIBINEBZHROANFEELENF R MEE
RMEMIAREET  (WANEER ETROF
ERRIIBERT - (i)RFHE TRAEINE
ERHRE T NAF+ - ARBAAEENY

B RiVEITRELENESRDABER
Eﬁ/\%ﬁﬁ °©
BB KA

AEBOMERAREE T -_TF=_A=1+—
B IFFER/41950008 T MEAFENL
289,000 7T, » 1218 4794,00078 7T5448.2% ° §

BN EFARAFERINLZ8.2EES
TCERTTE R ©
EFiBEX

RAFE » REBERE EMAENIELEEE
T4 EEE T (BE-E-_EFE=A
=t+—HIFE 1988ET) °

FrigBipx

AEENFEHASAEE-_S-EF=A
=+ Eltir;mms.oﬁé;%mgbu§$¢
EMHSOBEBT H HIEBHOIAE B LK
11.4% = EAITHER R £ ATt a0 A B ES I
FEAEN - MARENERREREE S -F
FZA=T—HLEFEMNOT72%ENERFE
BI4922.2% + EERARNEXFTET R AT E
EEMTA IR MR A143888 T -

FRRAIREZE NS EEE
AEBFREHEEENEEEREE S
FoHA=T—HIEFENN3BL4EEBILHLE
REEHHNNIBEST RIEBEN7IIEEST
3(18.9% ° B E ZHMN U E XN AFEE
EEMELTEE EMASN143888T -

2020/21 FERE o EHIRBERABRAT

15



16

MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

Key financial ratio FEMBLE R
As at As at
31 March 2021 31 March 2020
R-B-—% R-ZB_FTF
=ZA=+—H =A=+—H”
Current ratio MENEL & 4.8 timesfZ 2.8 timesfZ
Gearing ratio BEBALE 8.2% 5.1%
Return on total assets BEERwE 11.0% 33.4%
Return on equity PENEEES 13.9% 47.5%
Net profit margin B 6.5% 9.5%
Current ratio T BN =R
Current ratio is calculated as current assets divided by current RELXKZESHREAFORDEERARBEE
liabilities as at the respective reporting dates. FE o
The current ratio of the Group increased to approximately 4.8 times ~AEEMN RS ER T -_TF=-_A=+—HY

as at 31 March 2021 from approximately 2.8 times at 31 March
2020. The increase was mainly due to increase in cash and cash
equivalents from net proceeds from the Listing.

Gearing ratio

Gearing ratio is calculated as total borrowings (including interest-
bearing bank and other borrowings and lease liabilities) divided by
the total equity as at the respective reporting dates.

The gearing ratio of the Group increased to approximately 8.2% as
at 31 March 2021 from approximately 5.1% as at 31 March 2020.
The increase was mainly due to increase in interest-bearing bank
borrowings.

Return on total assets

Return on total assets is calculated as profit and total comprehensive
income for the year divided by the ending total assets as at the
respective reporting dates.

Our return on total assets decreased to approximately 11.0% for
the Year from approximately 33.4% for the year ended 31 March
2020. The decrease was mainly due to increase in cash and cash
equivalents from net proceeds from the Listing.

Return on equity

Return on equity is calculated as profit and total comprehensive
income for the year divided by the ending total equity as at the
respective reporting dates.

Our return on equity decreased to approximately 13.9% for the Year
from approximately 47.5% for the year ended 31 March 2020. The
decrease was mainly due to increase in cash and cash equivalents
from net proceeds from the Listing.
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MANAGEMENT DISCUSSION AND ANALYSIS

Net profit margin

Our net profit margin decreased to approximately 6.5% for the Year
from approximately 9.5% for the year ended 31 March 2020. The
decrease was mainly due to the non-recurring Listing Expenses for
the year ended 31 March 2021.

PRINCIPAL RISKS AND UNCERTAINTY

The Directors are aware that the Group is exposed to various risks
and uncertainties. The following are the key risks and uncertainties
faced by the Group:

Industry risks

We have focused on providing foundation works services in the
role of subcontractor during the Year. The future development of
the foundation industry and the availability of foundation projects
in Hong Kong depend largely on the continued development of
the property market in Hong Kong. The nature, extent and timing
of available foundation projects will be determined by an interplay
of a variety of factors, including the Government’s policies on the
property market in Hong Kong, its land supply and public housing
policy, the investment of property developers and the general
conditions and prospects of Hong Kong'’s economy. These factors
may affect the availability of foundation projects in Hong Kong. If
there is any slowdown (in terms of transaction volume and price) of
the property market in Hong Kong, there is no assurance that the
availability of foundation projects in Hong Kong would not decrease
significantly and our Group’s business and financial position and
prospect may be adversely and materially affected.

Compliance risks

Many aspects of our business operation are governed by various
laws and regulations and Government policies. There is no assurance
that we will be able to respond to any such changes in a timely
manner. Such changes may also increase our costs and burden in
complying with them, which may materially and adversely affect our
business, financial condition and results of operation. If there are any
changes to and/or imposition of the requirements for qualification
in the foundation industry in relation to environmental protection
and labour safety, and we fail to meet the new requirements in a
timely manner or at all, our business operation will be materially and
adversely affected.
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MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

Uncertainties in construction progress

Foundation works expose us to the risk of unexpected geological
or sub-soil conditions. Prior to commencement of our foundation
works, our customers would normally provide us with ground
investigation reports. However, information contained in these
reports may not be sufficient to reveal the actual geology
beneath the construction site due to limitation in the scope of the
underground investigation works that can be carried out at the
site and/or other technical limitations. There may be discrepancies
between the actual geological conditions and the findings set out
in these investigation reports, and the investigation may not be
able to reveal the existence of rocks or to identify any antiquities,
monuments or structures beneath the site. All these may eventually
present potential issues and uncertainties in the carrying out of our
foundation works, such as the possible increase in the complexity
of the project resulting from additional work procedures, workers,
equipment and time required to deal with any unexpected existence
of rocks, antiquities or monuments, which may also lead to
additional costs to be incurred. Pricing of our services is determined
on a case-by-case basis having regard to various factors, which
include our assessment of the complexity of the project having
regard to all relevant information available to us, including the
information contained in the ground investigation reports provided
by our customers. In case of any significant unexpected difficult
geological or sub-soil conditions, our Group may incur additional
costs in dealing with such unforeseen conditions, which may lead
to cost overruns and may thus materially and adversely affect our
business operation and financial position.

Failure to guarantee new business

A significant portion of our revenue was derived from a limited
number of customers during the Year. We were engaged by our
customers on a project-by-project basis during the Year. There is
no assurance that we will continue to obtain contracts from our
major customers in the future and there is no assurance that we
will be able to secure projects with gross profit margin comparable
to those projects awarded to us by our current customers. If there
is a significant decrease in the number of projects awarded by our
major customers, and we are unable to secure suitable projects of
a comparable size, quantity or gross profit margin as replacements
from other customers, our financial condition and operating results
would be materially and adversely affected.

Nevertheless, the Group considers that a public listing status enable
us to enjoy several competitive advantages, such as transparent
financial disclosures, enhanced internal control and corporate
governance practices. Our Directors believe the customers would
give weight to these competitive edges when they select and engage
subcontractors for foundation services.
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MANAGEMENT DISCUSSION AND ANALYSIS

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

During the Year, as far as the Board and the management are
aware, there was no material breach of or non-compliance with
the applicable laws and regulations by the Group that has material
impact on the business and operation of the Group.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS, SUPPLIERS AND SUB-CONTRACTORS
Employees

As at 31 March 2021, including two executive Directors but
excluding three independent non-executive Directors, the Group had
a total of 133 employees (31 March 2020: 121).

We recognise employees as valuable assets and our success is
underpinned by our people. In line with our human resource policies,
we are committed to providing attractive remuneration packages,
and a fair and harmonious working environment to safeguard the
legitimate rights and interests of our employees. The Group regularly
reviews our human resource policies which outline the Group's
compensation, working hours, rest periods and other benefits
and welfare, to ensure compliance with laws and regulations. We
always place emphasis on attracting qualified applicants by offering
competitive remuneration packages. These packages are reviewed
based on employees’ performance and reference to prevailing
market conditions, and are adjusted in a timely manner to keep
them in line with market benchmarking.

In addition, the Company has conditionally adopted a share option
scheme (the “Share Option Scheme”) on 19 February 2021 so as
to motivate, attract and retain the right employees.

Customers

The Group are aware of the risk of customer concentration, and
sought to reduce the reliance on major customer by making
consistent effort in expanding and diversifying our customer base.
We also intend to strengthen our relationships with main contractors
which are group member of major private property developers.

Besides that, the Group believes a strong and good relationship
with customers would increase its recognition and visibility in the
foundation industry. As such, the Group values the views and
opinions of all customers through various means and channels,
including regular review and analysis on customer feedback.
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MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

Suppliers and sub-contractors

The Group has developed stable and strong working relationships
with suppliers and sub-contractors to meet the Group’s customers’
needs in an effective and efficient manner. The Group works closely
with the suppliers and sub-contractors to make sure the tendering,
procurement and sub-contracting are conducted in an open, fair and
just manner. The Group's requirements and standards are also well-
communicated to them before the commencement of the project.

LIQUIDITY, FINANCIAL POSITION AND CAPITAL
STRUCTURE

There has been no change in the capital structure of the Group since
the Listing Date and up to the date of this report.

As at 31 March 2021, the Company's issued capital was HK$10.0
million and the number of its issued ordinary Shares was
1,000,000,000 Shares of HK$0.01 each.

As at 31 March 2021, the Group had total cash and cash equivalents
of approximately HK$107.6 million (31 March 2020: approximately
HK$15.1 million).

TREASURY POLICY

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

FOREIGN EXCHANGE EXPOSURE

As the Group only operates in Hong Kong and all of the revenue
and transactions arising from its operations were settled in Hong
Kong dollars, the Directors are of the view that the Group’s foreign
exchange rate risks are insignificant. Thus, the Group has not
entered into any derivative contracts to hedge against the foreign
exchange rate risk for the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31 March 2021 and 2020, the Group incurred capital
commitments of nil and approximately HK$5.8 million, respectively.

As at 31 March 2021, the Group did not have any significant
contingent liabilities.

As at 31 March 2020, the Group provided a corporate guarantee
in relation to a bank facility granted to a related company,
Fortune Dragon, and the bank facility was utilised in amount of
HK$7,594,000 by Fortune Dragon. The Group did not hold any
collateral or other credit enhancements over the guarantee. On 2
June 2020, the Group and the bank entered into an agreement
to release the corporate guarantee in relation to the bank facility
granted to Fortune Dragon.

As at 31 March 2020, the Group provided a corporate guarantee
in relation to a bank facility granted to Ms. Yip Wing Wai and the
bank facility was utilised in amount of HK$3,589,000 by Ms. Yip
Wing Wai. The Group did not hold any collateral or other credit
enhancements over the guarantee. On 2 June 2020, the Group
and the bank entered into an agreement to release the corporate
guarantee in relation to the bank facility granted to Ms. Yip Wing
Wai.

As at 31 March 2020, the Group had been involved in a number of
claims, litigations and potential claims against the Group in relation
to work-related injuries and non-compliances. The Directors were
of the opinion that such claims were well covered by insurance and
would not result in any material adverse impact on the financial
position or results and operations of the Group.

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITIONS OR DISPOSAL OF SUBSIDIARIES
AND ASSOCIATED COMPANIES

Apart from the reorganisation in relation to the Listing (as set out
under the section headed “History, reorganisation and corporate
structure” of the prospectus of the Company dated 26 February
2021 (the “Prospectus”)), there were no significant investments
held, material acquisitions or disposals of subsidiaries and affiliated
companies by the Group during the Year. Save for the business
plan as disclosed in the Prospectus, there was no plan for material
investments or capital assets as at 31 March 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS

S ER B SR
USE OF PROCEEDS FrBFIEAE

Up to 31 March 2021, we utilised the net proceeds raised from EBHZZZE=—F=A=+—H ' HMSREBR
the Listing in accordance with the designated uses set out in  ER2[ RKFTEIRAEBHRERR | —EFTEMNET
the section headed “Future plans and use of proceeds” to the F®RBAEMABIIEFEE - BEBBRERE ()
Prospectus. Such uses include: (i) financing the up-front costs of B TE B BUATHRAC A © (i) B8 B BEIMERL : (i)
projects; (i) purchasing additional machinery; (iii) further expanding BREEZE THE—FHBAKLIMBHFHOAT
and strengthening manpower by recruiting additional staff; and (iv) R(WEEEFEEEABGEULRETEESH
purchasing a building information modelling software together with ~— E{F:& & ° FISFIBRABRFBIIRIT ¢

certain ancillary supporting hardware device. Details of the use of

proceeds are listed as below:

Expected timeline for utilising
the unutilised proceeds
BRXBARGRERARAR
Planned use Actual use
of proceeds  of proceeds
fromListing  from Listing Unutilised ~ From 1 April  From 1 April
Planned use Date to Dateto proceeds as at 2021to 2022 to
of proceeds 31 March 2021 31 March 2021 31 March 2021 31 March 2022 31 March 2023
tHR%ZE  LWAHE
gz ZEC-F  RIBCZ-E —E-- “EC-CE
ZB=t-B =A=t-B =ZA=t-B BA-HE MAR-HE
FrEHE FrERE FrERE mABR ¥ CZECZE
g ik g ik ERAZ fig%® ZA=t-B ZA=t+-A
HKS'million ~ HKS'million ~ HKS'million ~ HKS'million ~ HK$'million  HKS'million
BEER BEER BEAER BEET BEER BEER

Financing the up-front costs of BTAE MR AR

projects 39.9 31 31 36.8 36.8 -
Purchasing additional machinery ~ BEE BIMEH 36.5 - - 36.5 26.0 105
Further expanding and strengthening  BBREESETE—H

manpower by recruiting additional A RMEHR AL

staff 15.5 - - 15.5 13 42
Purchasing a building information ~~ EEEFESERHFHIE

modelling software togetherwith AT ERELTHBHRE

certain ancillary supporting

hardware device 5.2 - - 5.2 5.2 -

Total &t 97.1 3.1 3.1 94.0 793 14.7
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MANAGEMENT DISCUSSION AND ANALYSIS

The net proceeds from the Listing, after deducting related expenses,
were approximately HK$97.1 million. After the Listing, a part of
these proceeds has been applied in accordance with the future
plans and use of proceeds as set out in the Prospectus. As at 31
March 2021 and the date of this report, the unutilised proceeds
were placed in interest-bearing deposits with authorised financial
institutions or licensed banks in Hong Kong. The Directors regularly
evaluate the Group’s business objectives and may change or
modify plans against the changing market condition to ascertain
the business growth of the Group. During the Year, the Directors
considered that no modification of the use of proceeds described in
the Prospectus was required.

As the Listing Date is close to the year end date (31 March 2021) of
the Group, the Company is in its preliminary stage of implementing
its business objectives and strategies as disclosed in the Prospectus.
The Group will strive to achieve the milestone events as stated in the
Prospectus.

DIVIDEND

The Board has resolved not to recommend the declaration of final
dividend for the Year (year ended 31 March 2020: Nil).

CAPITAL RISK MANAGEMENT AND FINANCIAL
RISK MANAGEMENT

Our Group manages its capital to ensure that it 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 management of the Group reviews the capital structure from
time to time. As a part of this review, the management considers
the cost of capital and the risks associated with each class of capital.

EVENTS AFTER THE YEAR

There have been no other material events occurring after 31 March
2021 and up to the date of this report.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIZ - HERERHRE

INTRODUCTION
Kwong Luen Engineering Holdings Limited (“KLEH", “the Group”,

" "o

we"”, “us”, or “our”), being a foundation works contractor in
Hong Kong commenced its business since 1995 and has undertaken
foundation works in the role of subcontractor through Kwong
Luen Engineering Limited, its principal operating subsidiary. The
foundation works undertaken by the Group mainly comprised
excavation and lateral support (“ELS"”) and other associated works
including pile cap construction, underground drainage works and
site formation works. The foundation works services are widely
required in residential and non-residential developments such as
commercial and infrastructure developments. In particular, the
Group has established a solid track record in undertaking foundation
works mainly in residential developments initiated by private
property developers in Hong Kong. Nevertheless, the Group remains
open to undertaking projects from different sectors and types of
development.

The Group incorporates environmental, social and governance
("ESG") approaches into its daily management to achieve the
optimum balance on its economic performance, environmental
protection, social responsibility, and stakeholder satisfaction.

The board is fully committed to formulating and implementing ESG
strategies. Its ESG performance is supervised by the board members.
Relevant risks and opportunities have been embedded into the
Group’s strategic goals, which are also closely aligned with the
overall mission and vision on sustainability. While developing the
Group’s goals, we firmly adhered to principles of good corporate
governance and had carefully considered our activities’ influences
on the environment and the Hong Kong society. Corporate social
responsibilities were also integrated into the Group’s business
strategy and management approach.

The Group is delighted to present the Environmental, Social and
Governance Report ("ESG Report”) for the year ended 31 March
2021 ("Reporting Period”) in the following to illustrate and
highlight our efforts and performance in achieving sustainable
development in both the environment and social aspects.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

ABOUT THIS REPORT

This ESG Report has been prepared in accordance with the
Environmental, Social and Governance Reporting Guide as set out in
Appendix 27 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited ("ESG Reporting Guide"),
with the aim to inform relevant parties and stakeholders of our
policies, measures and performance regarding environmental, social
and governance issues. To ensure a comprehensive ESG reporting,
we would continuously take note of different ESG issues and assess
their relevance to our ESG reporting.

We place emphasis on providing consistently high quality services.
As such, we have adopted and implemented a quality control
system that complies with international standards. The quality
control system of the Group for the foundation works is accredited
by Hong Kong Quality Assurance Agency with the standards of the
International Organization for Standardization (“ISO”) 9001:2015.
We have also set up an occupational health and safety system
to promote safe working practice among all employees and to
prevent the occurrence of accidents through safety inspections. Our
health and safety management system has been certified to be in
conformance with OHSAS 18001:2007. Further, we have also set up
an environmental management system to promote environmental
awareness and to prevent pollution of the environment resulting
from projects undertaken by us, and our environmental
management system has been certified to satisfy the requirements
of ISO 14001:2015.

The Group believes that our stringent quality control system
and strong commitment to environmental management and
occupational health and safety management will allow us to be
better positioned to deliver quality works on time and within budget,
thereby strengthening our position as a foundation works contractor
in Hong Kong.

We pay due regards to compliance with laws and regulations that
is relevant to the Group. At the same time, to uphold our corporate
socially responsibilities, we care for our community members by
actively participate in public welfare or charity events.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

R - HEREGHRS

ENVIRONMENTAL

The Group is committed to complying with laws and regulations
regarding environmental protection. It adopts effective systems
and policies as set out below to achieve resource efficiency, energy
saving, and waste reduction. The Group strictly complies with
applicable laws and regulations concerning environmental protection
and pollution control, including, but not limited to: Noise Control
Ordinance, Water Pollution Control Ordinance, Waste Disposal
Ordinance, Air Pollution Control Ordinance, and Public Health and
Municipal Services Ordinance.

e Environmental Management System: Our environmental
management system sets out our commitment to controlling
and maintaining a high standard of environmental protection.
Our goal is to support environmental protection and to prevent
pollution in balance with socio-economic needs as well as to
address the needs of a broad range of interested parties.

e Waste Management Policy: Our waste management policy
sets out our commitment in reducing our impact on the
environment by managing waste efficiently and sustainably.
During the Reporting Period, the Group also engaged proper
suppliers for arrangement of waste disposal in a professional
manner.

e Environmental-related Management Systems: Our
environmental management system has been independently
certified against ISO 14001:2015.

No material non-compliance with relevant laws and regulations
relating to air and greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-hazardous waste
had been identified during the Reporting Period.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

A1. Emissions
Al.l: Air Emissions

Al2:

Al3:

Dust is generated from construction activities and material
transportation. We introduce mitigation measures to
control dust generated from projects and dark smoke
from equipment or vehicles, for example, washing vehicles
before leaving the construction site, spraying water or
dust suppression chemicals in construction sites, strictly
prohibiting open burning of wastes and other refuse on
sites, etc. We perform proper and scheduled maintenance
for the equipment or vehicles to ensure no excessive dark
smoke emission.

Greenhouse Gas (“GHG”) Emissions

GHG emissions from the Group is generated mainly from
the consumption of mobile fuel (i.e. gasoline for the
vehicles and equipment). The vehicles and equipment
consuming fuel are used for daily business operations.
Their combustion generates several air emissions including
Nitrogen Oxides, Sulphur Oxides, Carbon Dioxide, and
Respiratory Suspended Particles. The following presents
the Group’s GHG emissions for the Reporting Period:

R - HEREGHRS

A1, SR
ALl BER BERL

MLEE RV EHERSEENE - K
PIERER 4R fR 18 HE 2RI HITE B EE R
BB RIESEAE AR BE - NEEF
BETHADEER  EEETHE
BOKSIEER  BREETHEXR
RiEREZEY R E MR o HPIER
SUEEEITEE TSR - LUER
TEHRAZHEE -

A2 BEREE ([BERE)HHK
AEERERBHRTIERE TE
KRR (BN EE 80 Ko 548 52 PR B U0 ) B0 7%
A AR ERLRRERNEE
EGLE - MHMBEELERSLY
el - SR E A RARTERE
R ERBERBERY - TXE2IIAK
SENHE AR = REEN -

GHG emissions from use of vehicles and RHEFRZE REREHL -
equipment:

Aspects 1.2 Unit 2021 2020
fEm1.2 B —EB-—fF —E-FTF
Nitrogen Oxides (NO ) kg 89.4 79.2
FEALHNO) Fx

Sulphur Oxides (SO kg 1.1 1.0
FRat(so,) TR

Carbon Dioxide (CO,) kg 5,707 4,629
— SO, Fr

Respiratory Suspended Particles kg 4.2 3.7
AT A SR F AR T

Hazardous Waste

To the best of our knowledge, the Group was not aware
of any significant amount of hazardous wastes generated
in our projects and offices due to our business nature.
Thus, no data was recorded, and no policy has been
formulated.

A3 EEEZEY
BRI AR MNEREE
AEBMY THNMERFINEE RFAE
EXTMAEEEEEY - At - I
ELEREREUE - TVEBEAEBEECR ©

2020/21 FERE o EHIRBERABRAT

27



28

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BRI - HEKELRHRS

The Group acknowledges possible environmental impacts
of non-hazardous waste generated during its operations
such as site clearance, excavation works, and construction
works. During the Reporting Period, the Group complied
with the Waste Disposal Ordinance and had 21 projects
that disposed of soil (FY2020: 14 projects). The following
presents the relevant information:

REBFARELLEE(5HERE -
ZRIEREZETR)BEEENES
BEZ YA REHIRITEN T E - RIRE
B - AEBETCEMERIED)
B2VEBEE(ZZE=_ZPF : 1488 )
EITTIERE - TXESHEBEER

Non-hazardous waste in total and intensity BEFEYEEREZE

Aspects 1.4 Unit 2021 2020
fEH1.4 B —B--F —E-F
Construction disposal: Soil tonnes 913,422 605,719
BEGEY - T A

Construction disposal intensity tonnes per construction project 43,496 43,266

REREMEE WE,EEREIEE
Going forward, the Group will continue refining its wastes
reduction measures and disclose relevant results where
appropriate. The Group will seek continuous improvement
in waste management performance by setting appropriate
goals and objectives throughout the organisation.

To reduce emissions from vehicles, employees are
encouraged to take public transports. The Group plans
schedule and arranges the route of its vehicles to avoid
unnecessary travel and/or congestion. To reduce its
emissions relating to business travel, the Group avoids
non-essential business travel and encourages employees
to take low-emissions travelling methods. Equipment or
vehicle which generates excessive dark smoke shall be
prohibited from use and be repaired immediately. Engines
of idle machines shall be switched off to prevent exhaust
air emission. We conduct regular monitoring during the
construction period for required projects.

The Group is committed to reducing its impact on the
environment by managing its waste in an efficient and
sustainable manner. Each member of the Group, as well as
subcontractors, should take reasonable steps to avoid the
generation of waste by well planning of the works. The
mitigating measures include but not limited to: avoidance
of generation of waste and materials, consideration of
passing on waste materials and equipment to others
before disposal, segregation waste for recycling for the
reduction of waste onsite, and disposal of waste to
comply with statutory and regulatory requirements.
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A2. Use of Resources

A3.

A1

A2

A3

Energy Consumption

The following presents the Group’s direct energy
consumption for the Reporting Period:

Direct Energy Consumption in total and
intensity:

RIR - HERERHRS

A2. EREA
A21. BEIRE #E
TXEIAREERREHEANEREE
TOERE -

EERFREEBRERE -

Aspects 2.1 Unit 2021 2020
fETE2.1 By —EC--F —ETF
Electricity Usage kWh 9,058 7,347
HE TR

Electricity Usage Intensity kWh/office 9,058 7,347
RERE TRE AR

Energy Use Efficiency Initiatives

The Group believes that reducing energy use could be
mutually beneficial to the environment and the Group by
reducing the operating costs and creating long-term value
to its stakeholders. The Group encourages employees to
switch off electrical appliances whenever not in use and
all unnecessary lighting, air conditioners, and electrical
appliances before they leave the office.

Water Consumption and Packaging Material
Owing to the nature of our operations, other than the
consumption of drinking water, the use of water is not
significant under our operations control. There is also an
absence of packing materials involved in our operations.
As such, the Group has not placed emphasis on the
development of policies in these areas.

The Environmental and Natural Resources

The Group believes that corporate development should not
come at the expense of the environment. By integrating
environmental consideration into our business strategies, we
aim to be an environmentally sustainable enterprise. In the
coming years, we would continue promoting GHG emission
reduction, energy and water resource conservation and
efficient use of natural resources. We believe that not only can
raising environmental awareness and reinforcing the positive
behavioral changes bring benefits to our financial situation, but
also to the future generations.
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R - HEREGHRS

SOCIAL
B1. Employment and Labor Practices

The Group stringently complies with national and local laws
and regulations concerning employment and labor practices,
including but not limited to the Employment Ordinance, the
Employees’ Compensation Ordinance, the Occupational Safety
and Health Ordinance, and the Minimum Wage Ordinance.

The Group generally recruit our employees from the
open market. We intend to use our best effort to attract
and retain appropriate and suitable personnel to serve
our Group. Our Group assesses the available human
resources on a continuous basis and determines whether
additional personnel is required to cope with our business
development from time to time.

We believe that employees are our most invaluable assets.
It is our priority to ensure that the occupational health
and safety of all employees, subcontractor workers and
the surrounding communities to our construction sites is
adequately maintained. Our comprehensive occupational
health and safety management system which is certified
to be in compliance with OHSAS 18001 international
standard in order to provide our employees with a safe
and healthy working environment. We further strive
to continuously improve our occupational health and
safety management system in accordance with guidance
received from the Labor Department from time to time.

It is also our aim to enhance the well-being and
development of our employees. As an equal opportunity
employer, the Group has put in place policies to ensure
that it treats all employees on an equal footing in matters
related to, among others, recruitment, promotion,
appraisals, discipline, remuneration and benefits,
compensation and dismissal, and working hours and rest
periods. An employee’s age, gender, family status, sexual
orientation, physical disability, ethnicity and religion would
not affect his career with us. During the Reporting Period,
we received no complaints regarding discrimination issues
from any of our stakeholders. Needless to say, we ensured
that no child nor forced labor was employed by the
Group. Apart from providing competitive remuneration
and benefits, we continue to support and nurture our
employees through staff development and training
programmes.
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The Group has devised a staff handbook for its employees
to understand important information relating to the
Group’s human resources policies, rules, and work ethics
surrounding employment. It is an essential tool in helping
to define the expectations of both the management and
the employees, and also to protect them from unfair and/
or inconsistent treatment and discrimination.

The management of the Group is responsible for the
overall health and safety of employees. The Group
strictly follows relevant laws and regulations such as the
Occupational Safety and Health Ordinance. There was no
material non-compliance with the applicable laws and
regulations relating to occupational health and safety
which had material impact to the Group during the
Reporting Period.

We place emphasis on occupational health and work
safety and provide safety training to our staff covering
topics such as our safety measures and procedures for
reporting accidents. Due to the nature of works, risks
of accidents or injuries to workers are inherent. The
Group understands that preventive measures are way
more important than reactive measures. Therefore,
sufficient first-aid boxes have been equipped in the
office and construction areas in case any emergencies
happen and also we devised an occupational health and
safety management system to govern our workers and
subcontractors.

Our project management team is responsible for
overseeing the implementation of our occupational health
and safety policies and ensuring that we comply with
applicable occupational health and safety standards and
laws. Our Group has put in place an internal safety manual
which is reviewed from time to time to incorporate
the best practices and to address and improve specific
areas of our safety management system. We require our
employees and our subcontractors’ employees to follow
our workplace safety rules as set out in the internal
safety manual. Our workplace and safety rules identify
common safety and health hazards and recommendations
on prevention of workplace accidents. We also provide
suitable personal protective equipment such as safety
helmet and safety boots to our employees based on the
type of works undertaken by them.
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Our safety officer regularly provides guidance to our
workers and subcontractors on proper and safe working
practices. We may impose fine on or remove the
subcontractor who has repeatedly breached the internal
safety procedures from our internal approved list of
subcontractors. Subcontractor which failed to rectify its
breaches upon our requests will also be removed from
our internal approved list of subcontractors. We also hold
regular meetings with our subcontractors to discuss on
the implementation of safety measures and follow up with
any safety issues identified during the course of project
implementation.

Looking ahead, we would continue to promote
occupational health and safety to its employees and avoid
any work injury or accident by all means. Work injuries
will be reported according to our internal guidelines which
was set up with reference to the work injury reporting
requirement by the Labor Department. Based on our
occupational health and safety management system, we
ensured safety and health of our employees in connection
with the use, handling, storage and transport of articles
and substances; providing all necessary information,
instructions, training and supervision for ensuring safety
and health; providing and maintaining safe access to
and egress from the workplaces; and providing and
maintaining a safe and healthy working environment.

During the Reporting Period, 2 incidents of workplace
accidents resulting in injuries to the Group’s employee
and/or subcontractor’s employee arose, which led to
825 lost labor days (FY2020: 2 incidents of workplace
accidents arose, which led to 362 lost labor days). All
workplace accidents were fully covered by the relevant
insurance policies. The Group is pleased to report that no
fatality cases occurred during the Reporting Period.
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The knowledge and skill levels of our employees are
vital to the Group’s success, and hence we provide
various types of training to our employees and subsidise
our employees to attend various training courses
covering areas such as technical knowledge relating to
the carrying out of foundation works, safety, first aid,
regulatory compliance and environmental matters. Such
training courses include our internal trainings as well
as courses organised by external parties such as the
Construction Machinery Technical Training Centre and
other training service providers. Employees carrying out
construction works at construction sites are generally
required to be registered pursuant to the Construction
Workers Registration Ordinance (Chapter 583 of the
Laws of Hong Kong), which imposes certain training
requirements on workers prior to registration with the
Construction Industry Council. As at the Reporting Period,
all of our employees carrying out construction works on
construction sites were registered under the Construction
Workers Registration Ordinance.

During the Reporting Period, the average training hours of
each employee were approximately 8 hours (year ended
31 March 2020: 7 hours).

The Group strictly complies with relevant laws and
regulations such as the Employment Ordinance, the
Employees’ Compensation Ordinance, the Occupational
Safety and Health Ordinance, and the Minimum Wage
Ordinance of the Laws of Hong Kong. Background checks
were conducted for new employees to ensure that no
teenagers under the statutory minimum working age
would be employed. All employees must provide their
personal identity documents to prove their ages and
identities. During the Reporting Period, no material case of
non-compliance with local child and forced labor related
laws and regulations were noted.
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B2. Operating Practices

As mentioned, our quality management system which
governs our daily operation for quality control and
improvement meets the requirements of 1SO 9001:2015.
Our internal policies and thus the procurement process
are governed by this standard. We maintain an internal
approved list of suppliers set up by the board of directors.
Only suppliers fulfilling our stringent quality standards can
be added to the list for our purchases.

Under our policies, the Group would only purchase
supplies from these approved suppliers to ensure quality
of our services and purchases. Further, with reference
to the quality requirement of our projects, our project
management team would also hold meetings with
suppliers to communicate our requirements, while at the
same time inspect the quality of the goods and services
provided by the suppliers from time to time. Upon
reception of services and goods, the project management
team is responsible for the inspection of the delivered
goods and services to ensure they can meet our quality
requirements before settling payment.

For subcontractors’ quality management, similar to that of
purchasing, we maintain a list of approved subcontractors.
Regular inspection on the quality of works and progress
as delivered by our subcontractors would be performed
by our project management team. We have made it clear
to our subcontractors that compliance with the labor laws
and regulations is mandatory when handling safety and
employment matters at construction sites.

During the Reporting Period, the Group did not identify
any non-compliances in relation to safety and labor laws
and regulations.

The Group is committed to providing better services to the
citizens and creating higher return for the stakeholders.
As foundation works contractor, the Group addresses the
significance of public health during the construction work.

During the Reporting Period, the Group did not identify
any non-compliance in relation to health and safety,
advertising, labelling and privacy matters.
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B2.3: Anti-corruption

Over the years, we have witnessed no incidences of
suspected or actual bribery, extortion, fraud and money
laundering activities occurring within the Group. We stand
firmly by our anti-corruption policies and procurement
practices as stated in our internal manuals which
comply with applicable laws. Acceptance of kickbacks,
commissions or any form of benefit is strictly prohibited
during any procurement exercise, contract negotiation or
other business dealings.

Our manuals also outline guidance over conflicts
of interest, intellectual property rights, privacy and
information confidentiality, bribery and corruption, and
equal opportunities.

Gift policy in our internal manuals clearly states the
required process and procedure for handling and
accepting gifts and advantages.

During the Reporting Period, we noted no incidences of
fraud or corruption occurring within the Group, and fully
complied with laws and regulations related to anti-bribery
and corruption.

B3. Community
B3.1: Community Investment

The Group strives to implement corporate social
responsibility and actively participates in public welfare
activities. No formal policy on community investment
has been established. Nevertheless, during the Reporting
Period, the Group had actively encouraged its employees
to participate in various charitable events. Owing to the
nature of our business, we are not required to label any
products or to advertise our services. Further, we generally
do not handle personal data and, as such, are exposed to
minimal risks of breaching privacy laws.
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RIR - HERERERS

FUTURE APPROACH TO SUSTAINABLE
DEVELOPMENT

In the future, we will:

° continue to raise our staff and subcontractors’ awareness in
relation to environmental protection;

e maintain the highest standards for occupational health and
safety to protect our staff members and the communities
located in the vicinity of our operations; and

e further extend our care to the community by participating in
more charity services.
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ERERWSE

CORPORATE GOVERNANCE PRACTICES

The Company recognises the importance of corporate transparency
and accountability. The Company is committed to achieving and
maintaining a high standard of corporate governance, as our Board
believes that good and effective corporate governance practices are
key to obtaining and maintaining the trust of the shareholders of the
Company and other stakeholders, and are essential for encouraging
accountability and transparency so as to sustain the success of the
Group and to create long-term value for the shareholders of the
Company.

The Company's corporate governance practices are based on
the Corporate Governance Code (the “CG Code”) contained in
Appendix 14 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”). To the best knowledge of
the Board, the Company has complied with the CG Code from the
Listing Date up to the date of this report, with the exception of the
deviation from code provision A.2.1 as explained below.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted Appendix 10 of the Listing Rules as
the code of conduct regarding securities transactions by Directors
in respect of the Shares (the “Code of Conduct”). After specific
enquires by the Company, all Directors have confirmed that they
have fully complied with the required standard of dealings set out in
the Code of Conduct from the Listing Date to 31 March 2021 (the
"Relevant Period”).

BOARD OF DIRECTORS

The Company is headed by an effective Board which assumes
responsibility for its leadership and control and is collectively
responsible for promoting the Company’s success by directing and
supervising its affairs. Directors make decisions objectively in the
best interests of the Company. The Board meets regularly and Board
meetings are held four times a year at quarterly intervals.
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CHAIRMAN AND CHIEF EXECUTIVE

The code provision A.2.1 of the CG Code stipulates that the roles
of chairman and chief executive should be separate and should not
be performed by the same individual. The division of responsibilities
between the chairman and chief executive should be clearly
established.

Mr. Yip Kwong Cheung currently assumes the role of both chairman
of the Board and chief executive officer of the Company. The Board
considers that both roles being held by Mr. Yip will provide a strong
and consistent leadership to the Company which will facilitate
effective planning and efficient management of the Company.
Furthermore, having considered Mr. Yip's extensive experience in
the foundation industry, the relationships Mr. Yip has built with
customers and the historical development of the Group, the Board
considers that it is beneficial for the Group to have Mr. Yip continue
to act as both chairman and chief executive officer of the Company.
In order to maintain good corporate governance and fully comply
with the code provision A.2.1 of the CG Code, the Board will
regularly review the need to appoint different individuals to perform
the roles of chairman and chief executive officer separately.

BOARD COMPOSITION

The Company is committed to the view that the Board should
include a balanced composition of executive and non-executive
Directors (including independent non-executive Directors) so that
there is an independent element on the Board, which can effectively
exercise independent judgement, and that non-executive Directors
should be of sufficient calibre and number for their views to carry
weight.

As at the date of this report, the Board comprises the following five
Directors:

Executive Directors

Mr. Yip Kwong Cheung
(chairman of the Board and chief executive officer)
Ms. Kwan Chui Ling

Independent Non-Executive Directors

Ms. Cheng Shing Yan
Mr. Wong Yiu Kit Ernest
Mr. Tang Sher Kin
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ATTENDANCE RECORD OF DIRECTORS AND
COMMITTEE MEMBERS

As the Company was listed on the Main Board of the Stock
Exchange on 11 March 2021, no Board meeting, general meeting
nor Board committee meeting was held during the Relevant Period.

The biographical details of each of the Directors and their
relationships are set out in the section headed “Directors and senior
management” of this report.

In compliance with the Listing Rules, the Company has appointed
three independent non-executive Directors representing more than
one-third of the Board and at least one of whom has appropriate
professional qualifications, or accounting or related financial
management expertise. The independent non-executive Directors
have brought in a wide range of business and financial expertise,
experiences and independent judgement to the Board. Through
active participation in the Board meetings and serving on various
Board committees, all independent non-executive Directors have
made various contributions to the Company.

The Company has received from each independent non-executive
Director an annual confirmation of his/her independence, and the
Company considers such independent non-executive Director to be
independent in accordance with the guidelines set out in Rule 3.13
of the Listing Rules.

Appropriate insurance coverage in respect of legal action against the
Directors has been arranged by the Company.

APPOINTMENTS, RE-ELECTION AND REMOVAL

In accordance with the articles of Association of the Company (the
“Articles”), all the Directors are subject to retirement by rotation
at least once every three years. Any new Director appointed by the
Board (i) to fill a casual vacancy in the Board shall hold office only
until the first general meeting of the Company following his/her
appointment and shall be subject to re-election at such meeting;
and (i) as an addition to the Board shall hold office until the next
following annual general meeting of the Company (“AGM") and
shall then be eligible for re-election.
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ROLE AND RESPONSIBILITIES

The Board supervises the management of the business and affairs of
the Company and ensures that it is managed in the best interests of
the shareholders of the Company as a whole. The Board is primarily
responsible for formulating the business strategy, reviewing and
monitoring the business performance of the Company, approving
the financial statements and annual budgets as well as directing
and supervising the management of the Company. Execution
of operational matters and the powers thereof are delegated to
the management by the Board with clear directions. The Board
is regularly provided with management update report to give a
balanced and understandable assessment of the performance,
position, development and prospects of the Company in sufficient
detail.

The Board is also responsible for the corporate governance functions
of the Group, which includes:

—  To develop and review of the Group's policies and practices on
corporate governance;

—  To review and monitor the training and continuous professional
development of directors and senior management;

—  To review and monitor the Group’s policies and practices on
compliance with legal and regulatory requirements;

—  To develop, review and monitor the code of conduct and
compliance manual applicable to employees and directors; and

—  To review the Group’s compliance with the CG Code and
disclosure in the corporate governance report.

BOARD COMMITTEES

To facilitate the work of the Board, the Board has established
three Board committees to oversee specific aspects of the Group’s
affairs, namely the Audit Committee, Remuneration Committee and
Nomination Committee. Each Board committee has its own terms
of reference relating to its authority and duties, which have been
approved by the Board and are reviewed periodically. The terms of
reference of each committee are available on the websites of the
Company and the Stock Exchange.

Each Board committee has also been provided with sufficient
resources to discharge its duties and, upon reasonable request,
is able to seek independent profession advice in appropriate
circumstances at the Group's expense.
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Audit Committee

The Group established the Audit Committee on 19 February 2021
with written terms of reference in compliance with Rule 3.21 of
the Listing Rules and the CG Code. The primary duties of the Audit
Committee are to, among other things, review and approve our
Group's financial reporting process and internal control and risk
management system, oversee our audit process and perform other
duties and responsibilities as assigned by the Board. The Audit
Committee consists of three members, namely Ms. Cheng Shing
Yan, Mr. Wong Yiu Kit Ernest and Mr. Tang Sher Kin. The chairlady
of the Audit Committee is Ms. Cheng Shing Yan.

During the period from the Listing Date to the date of this report,
the Audit Committee held 2 meetings, at which it has reviewed and
discussed the Company’s audited consolidated financial results for
the Year, including the accounting principles and practice adopted
by the Group, the Company’s compliance with the CG Code and
disclosure in this Corporate Governance Report, the effectiveness of
the Group's risk management and internal control systems as well as
the Group’s internal audit function. The Audit Committee has also
recommended to the Board to consider the re-appointment of Ernst
& Young ("EY") as the Company’s external independent auditors at
the forthcoming AGM.

Nomination Committee

The Group established the Nomination Committee on 19 February
2021 with written terms of reference in compliance with the CG
Code. The primary duties of the Nomination Committee are to
review the structure, size and composition of the Board and our
board diversity policy (the “Board Diversity Policy”) on a regular
basis to 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 consists of three members, namely Mr.
Yip Kwong Cheung, Ms. Cheng Shing Yan and Mr. Tang Sher Kin.
The chairperson of the Nomination Committee is Mr. Yip Kwong
Cheung.

The policy for the nomination of Directors, including the nomination
procedure and process, are to invite nominations from Board
members or Nomination Committee members. After undertaking
adequate due diligence in respect of any such nominee, the
Nomination Committee makes recommendations for the Board's
consideration and approval. In the context of re-appointment of
any existing member(s) of the Board, the Nomination Committee
makes recommendations to the Board for its consideration and
recommendation, for the proposed candidates to stand for re-
election at a general meeting.

2020/21 EEHE o

CORPORATE GOVERNANCE REPORT
EXERRSE

EREES

AEEDER EMRAE321EREEERTA
R-E_—F_A+NBRIBERZES - W
EEMBERE - ERZEENTIEZRER(H
hELE) B MUEAEEN M B REREAR
ARSI E R E IR R - B BRI BRI
VETEFSEIENEMCBRERET - EREE
SH=EEHEMK - AR L L - FREGEELE
KB ESE - BREZE QTR REAMRLL

il

RETRYEARRSE BHHE  BREZEGRT
2R &% CERHAFIRARRANFENRLER
RAMBES  BRERAKEMRANERRIR
1BP - ARRETEEE R TANBRLALE
BRRETNRE - AREREREE R ARG
EBRHABEA RN EE AN EEBAE - BEE
BETEZEFEERENBEITHNRRBFR
B LEHRRELOKEGHMEBA(ZXKD /AL
BIRSNERIB LA BT o

REEES
AEECDEREEXERTAR T —_—F_A
TAARYRZZEE  UHIEEEBEHE -
REZEBENIZBARTHEHNEFTENR
B RERAEARANEEEREZTIEERR([E
EERESTBE]) - UBHHEE k& ERK
REFENENAL  FHEBIFMTESENE
I YHEEE TR EEERNEREER
ExgRbBED - REZ8gnm=2KEH4
B - BIEERSTE AR R BREAE -
REZEGTR/EEMTE

EERAEE  BRREREFLRE  REFEE
ZENEBRIEREZE KBRS - EH TR
WIRBAETRINERAZER L8R
HEBHESS TR MME - RERZETEAR
BEFEREMERT  RAZBENBHER
REANBRASERIEEANEFTQRELHERE
A E B

REBMIEEZERERLA

41



42

CORPORATE GOVERNANCE REPORT
EXREQRSE

The Nomination Committee considers the following criteria in
assessing the suitability of the proposed candidate:

(@) reputation for integrity;

(b) accomplishment, experience and reputation in the relevant
industry and other relevant sectors;

(c) commitment in respect of sufficient time, interest and attention
to the Company’s business;

(d) diversity in all aspects, including but not limited to gender, age,
cultural and educational background, experience (professional
or otherwise), skills and knowledge;

(e) the ability to assist and support management and make
significant contributions to the Company’s success;

(f) compliance with the criteria of independence as prescribed
under the Listing Rules for the appointment of an independent
non-executive Director; and

(9) any other relevant factors as may be determined by the
Nomination Committee or the Board from time to time.

During the period from the Listing Date to the date of this report,
the Nomination Committee held 1 meeting, at which it (i) assessed
the independence of the independent non-executive Directors, and
(i) recommended to the Board for consideration the re-appointment
of all the retiring Directors at the forthcoming AGM.

The Board has adopted the Board Diversity Policy which sets out the
approach to achieve diversity on the Board.

Under the Board Diversity Policy, the Company considers diversity
of Board members to be achieved through consideration of a
number of aspects, including but not limited to, gender, age,
cultural and educational background, professional experience, skills
and knowledge. All Board appointments are based on merit, and
candidates are considered against objective criteria, having due
regard for the benefits of diversity on the Board.

The Nomination Committee has reviewed the Board Diversity Policy

to ensure its effectiveness and considered that the Group achieved
the objectives of its Board Diversity Policy for the Relevant Period.
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Remuneration Committee

The Group established the Remuneration Committee on 19 February
2021 with written terms of reference in compliance with Rule 3.25
of the Listing Rules and the CG Code. The primary duties of the
Remuneration Committee are to, among other things, formulate
our remuneration policy, review and determine the terms of
remuneration packages of our Directors and senior management
and review and approve performance-based remuneration with
reference to our corporate goals and objectives resolved by the
Board from time to time. The Remuneration Committee consists
of three members, namely Mr. Wong Yiu Kit Ernest, Mr. Yip
Kwong Cheung and Ms. Cheng Shing Yan. The chairperson of the
Remuneration Committee is Mr. Wong Yiu Kit Ernest.

During the period from the Listing Date to the date of this
report, the Remuneration Committee held 1 meeting, at which it
reviewed the remuneration policy and structure for as well as the
remuneration packages of all Directors and the senior management.
No Director was involved in deciding his own remuneration.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the independent non-executive Directors has entered into
a letter of appointment with the Company for an initial term of
three years and such letter of appointment may be terminated by
either party giving at least one month’s notice in writing. Also, the
independent non-executive Directors are subject to re-election on
retirement by rotation at the AGM in accordance with the Articles.

The Company has received written annual confirmation from each
independent non-executive Director of their independence pursuant
to the requirements of the Rule 3.13 of the Listing Rules. The
Company considers all independent non-executive Directors namely
Ms. Cheng Shing Yan, Mr. Wong Yiu Kit Ernest and Mr. Tang
Sher Kin to be independent in accordance with the independence
guidelines set out in the Listing Rules for the Relevant Period.
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DIRECTORS" TRAINING AND CONTINUING
PROFESSIONAL DEVELOPMENT

Each newly appointed Director receives a formal, comprehensive
and tailored induction on the first occasion of his/her appointment
to ensure that he/she has a proper understanding of the Company’s
operations and business and is fully aware of a director’s
responsibilities under applicable statues and common law, the Listing
Rules, legal and other regulatory requirements and the Company’s
business and governance policies. The Company will from time to
time provide briefings to all Directors to develop and refresh their
knowledge and skills relating to their duties and responsibilities.

All Directors are also encouraged to attend relevant training courses
at the Company’s expense and they are requested to provide the
Company with their training records. According to the training
records maintained by the Company, all Directors had attended
training sessions on obligations, duties and responsibilities of
directors during the Relevant Period and had provided details of
their training records to the Company.

HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

The Company has established and maintained the procedures
and internal controls for the handling and dissemination of inside
information. The Company has adopted the Code of Conduct. Other
employees of the Group who are likely to be in possession of inside
information of the Company are also subject to dealing restrictions.
The Group has strictly prohibited unauthorised use of confidential or
inside information or any use of such information for the advantage
of any individual. Inside information and other information which
is required to be disclosed pursuant to the Listing Rules will be
announced on the respective websites of Stock Exchange and the
Company in due course.
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COMPANY SECRETARY

Mr. Wong Ho Cheung was appointed by the Board as the company
secretary of the Company (the “Company Secretary”) since 17
February 2021. The biographical details of Mr. Wong are set out
under the section headed “Directors and senior management”.
During the Year, the Company Secretary had confirmed that he
had taken no less than 15 hours of relevant professional training in
accordance with rule 3.29 of the Listing Rules.

REMUNERATION OF SENIOR MANAGEMENT

During the Relevant Period, the remuneration bands of senior
management is listed as follows:

Band of remuneration (HK$) HENEE (B T)
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HK$0 to HK$1,000,000

Further details of the remuneration of the Directors and the 5
highest paid employees are set out in notes 9 and 10 respectively to
the consolidated financial statements.

DIRECTORS’" RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the
financial statements of the Group. The Directors also acknowledge
their responsibility to ensure the financial statements are published
in a timely manner. The Directors are not aware of any material
uncertainty that may cast significant doubt upon the Group’s ability
to continue as a going concern.

The statement of the external independent auditor of the Company
about their reporting responsibilities on the consolidated financial
statements of the Group is set out in the Independent Auditor’s
Report as annexed to this report.
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INDEPENDENT AUDITOR’S REMUNERATION
During the Year, the fee paid/payable to the external independent

auditor of the Company and its affiliates is as follows:

B2 HETH 2
RAER - BN/ IR TSNS A K
EBBARNBBIIRNT

HK$
Description it BT
Audit Services BERR%
Annual audit fee FEEZER 1,080,000
Reporting accountants fee relating to the Listing BRI LA EBREHIE R 2,200,000
Grand total Bt 3,280,000

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for the establishment, maintenance and
review of the Group's risk management and internal control systems
and review of their effectiveness. The Board must ensure that the
Company establishes and maintains effective risk management and
internal control systems to meet the objectives and safeguard the
interests of the shareholders and the assets of the Company.

The Board oversees the Group’s overall risk management and
internal control systems on an ongoing basis. At the same time, the
Group endeavours to identify risks, control impact of the identified
risks and facilitate implementation of coordinated mitigating

measures.

The Group does not have an internal audit department but the
Group has conducted an annual review on whether there is a need
for such an internal audit department. Given the Group’s relatively
simple corporate and operation structure, the Board, as supported
by the Audit Committee, is directly responsible for risk management
and internal control systems of the Group including financial,
operational and compliance controls and risk management functions

and for reviewing its effectiveness.
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The Group's risk management and internal control system features
the following processes to identify, evaluate and manage significant
risks, and review the effectiveness of the risk management and
internal control systems, as well as resolve material internal control
defects:

. Members of the Board/Audit Committee discuss with the
external independent auditor key issues in relation to internal
controls, audit findings and risk management;

e The Board/Audit Committee oversees the financial reporting
system and internal control procedures; in this process,
management is principally responsible for the preparation of
Group financial statements including the selection of suitable
accounting policies;

e The external independent auditor is responsible for auditing
and attesting to Group financial statements and report to
the management of the Company from time to time on
any weakness in controls which come to their attention;
the Board/Audit Committee oversees the respective work of
management and external auditors to ensure the management
has discharged its duty in respect of having an effective internal
control procedures.

During the Year, the Board had conducted a review of the
effectiveness of the internal control system which covered all
material controls, including financial, operational and compliance
controls and risk management functions of the Group. The Board
considered the risk management and internal controls systems of
the Group to be adequate and effective for the Year.

The Group’s risk management and internal control systems are
aimed to manage, rather than eliminating, the risk of failure to
achieve business objectives and thus can only provide reasonable,
but not absolute, assurance against material misstatement or loss.
The Board has the overall responsibility to maintain the adequate
resources, staff qualifications and experience, training programs and
the budget accounting and financial reporting.
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SHAREHOLDERS’ RIGHTS

Procedures for convening general meetings by
shareholders

Pursuant to the Articles, and the applicable legislation and
regulation, in particular the Listing Rules (as amended from
time to time), the Board may, whenever it thinks fit, convene
an extraordinary general meeting ("EGM"). EGMs shall also be
convened on the requisition of one or more shareholders holding, at
the date of deposit of requisition, not less than one-tenth of the paid
up capital of the Company carrying the right of voting at general
meetings. Such requisition shall be made in writing to the Board
or the Company Secretary for the purpose requiring an EGM to be
called by the Board for the transaction of any business specified in
such requisition.

The written requisition must state the purposes of the meeting,
signed by the requisitionist(s) and deposit it to the Board or the
Company Secretary by mail at Unit 2515, 25/F, The Octagon, 6 Sha
Tsui Road, Tsuen Wan, New Territories, Hong Kong to require an
EGM to be called by the Board for the transaction of any business
specified in such requisition. Such requisition should specify clearly
the name of the eligible shareholder(s) concerned, his/her/their
shareholding, the reason(s) to convene an EGM and the details of
the business(es) proposed to be transacted in the EGM, and must be
signed by the eligible shareholder(s) concerned together with a sum
of money reasonably sufficient to meet the Company’s expenses in
serving the notice of the resolution and circulating the statement
submitted by shareholders concerned in accordance with the
statutory requirements to all the registered shareholders.

The requisition will be verified with Hong Kong branch share
registrar and transfer office of the Company and upon their
confirmation that the requisition is proper and in order, the Board
will convene an EGM by serving sufficient notice in accordance
with the requirements under the Articles to all the registered
shareholders. On the contrary, if the requisition has been verified as
not in order or the shareholders concerned have failed to deposit
sufficient money to meet the Company’s expenses for the said
purposes, the eligible shareholder(s) concerned will be advised of
this outcome and accordingly, the Board will not call for an EGM.

If, within 21 days of such deposit, the Board fails to proceed to
convene such meeting, all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.
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Procedures for putting forward proposals at
shareholders’ meeting

Shareholders are requested to follow Article 64 of the Articles for
including a resolution at an EGM. The requirements and procedures
are set out above in the paragraph headed “Procedures for
Convening General Meetings by Shareholders”.

Procedures by which enquiries may be put to the
Board

The Group values feedback from shareholders on its efforts to
promote transparency and foster investor relationship. Shareholders
are encouraged to send their enquiries to the Board by post to the
principal place of business set out in the section headed “Corporate
Information” in this report. Shareholders may also make enquires
with the Board at the general meetings of the Company.

INVESTOR RELATIONS

The Board strives to maintain on-going dialogue with shareholders
and the investment community. The Company has established
a shareholders communication policy to set out the Company’s
procedures in providing the shareholders and investment community
with ready, equal and timely access to balanced and understandable
information about the Company.

Latest information on the Group including, but not limited to,
annual, interim and quarterly reports, circulars, announcements,
and notices of AGMs are update on the website of the Stock
Exchange (www.hkexnews.hk) and on the website of the Company
(www.kwong-luen.com.hk).

In addition, the Company regards the AGM as an important event
as it provides an opportunity for direct communication between the
Board and its shareholders. Shareholders are encouraged to attend
the AGM.

CONSTITUTIONAL DOCUMENTS

Except for the adoption of the Articles by the Company to comply
with the applicable legal and regulatory requirements (including
the Listing Rules) on 19 February 2021 in anticipation of the Listing,
there were no changes in the constitutional documents of the
Company during the Year. The Articles is available on the respective
websites of the Stock Exchange and the Company.
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The Board is pleased to submit this report together with the audited
consolidated financial statements of the Group for the Year.

PRINCIPAL ACTIVITIES

The principal business activity of the Company is that of investment
holding. The principal activities and other particulars of the
Company’s principal subsidiaries are set out in note 1 to the
consolidated financial statements.

REORGANISATION AND SHARE OFFER

The Company was incorporated as an exempted company in the
Cayman Islands with limited liability on 20 May 2020. Its Shares
were listed on the Stock Exchange on 11 March 2021. Pursuant
to the reorganisation of the Group in connection with the
Listing, the Company underwent a corporate reorganisation (the
“Reorganisation”), the Company became the holding company
of the Group on 17 February 2021. Details of the Reorganisation
are set out in the section headed “History, Reorganisation and
Corporate Structure — Reorganisation” to the Prospectus.

DIRECTORS

The Directors at who held the office during the Year and up to date
of this report is as follows:

Mr. Yip Kwong Cheung (Executive Director)
(appointed on 20 May 2020)

Ms. Kwan Chui Ling (Executive Director)
(appointed on 20 May 2020)

Ms. Cheng Shing Yan (Independent non-executive Director)
(appointed on 19 February 2021)

Mr. Wong Yiu Kit Ernest (Independent non-executive Director)
(appointed on 19 February 2021)

Mr. Tang Sher Kin (Independent non-executive Director)
(appointed on 19 February 2021)

In accordance with Article 108(a) of the Articles, Ms. Cheng Shing
Yan, Mr. Wong Yiu Kit Ernest and Mr. Tang Sher Kin will retire from
the Board by rotation at the forthcoming AGM and, being eligible,
offer themselves for re-election.

The biographical details of the Directors and the senior management
of the Company are set out in the section headed “Directors and
Senior Management” of this report.

The Company has received written annual confirmation from
each of its independent non-executive Directors in respect of their
independence in accordance with the requirements of Rule 3.13 of
the Listing Rules and all independent non-executive Directors are
considered to be independent.
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RESULTS/BUSINESS REVIEW

The results of the Group for the Year are set out in the section
headed “Independent Auditor’s Report” on page 62 of this report.
The business review of the Group for the Year, which includes
the principal risks and uncertainties facing the Group, an analysis
using financial key performance indicators of the Group’s business,
particulars of important events affecting the Group, an indication of
likely future developments in the Group’s business, and discussion
on the Company’s environmental policies and performance and
the relationships with its stakeholders, can be found in the sections
headed “Chairman’s Statement”, “Management Discussion and
Analysis”, “Corporate Governance Report”, “Environmental, Social
and Governance Report” and “Independent Auditor’'s Report” of
this report. The review forms part of this directors’ report.

FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of
the Group for the past three financial years, as extracted from the
audited consolidated financial statements, is set out on page 148 of
this report. This summary does not form part of the audited financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the Year are set out in note 14 to the consolidated
financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the Year are set out in note 26 to the consolidated financial
statements.

RESERVES AND DISTRIBUTABLE RESERVES

A statement of the reserves available for distribution to shareholders
of the Company as at 31 March 2021 is set out in the “Consolidated
Statement of Changes in Equity” and note 27 to the consolidated
financial statements.
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DIVIDEND POLICY

In deciding whether to propose a dividend and in determining the
dividend amount, the Board takes into account, inter alia:

(i) the general financial condition of the Group;
(i) capital and debt level of the Group;

(i) future cash requirements and availability for business
operations, business strategies and future development needs;

(iv) any restrictions on payment of dividends that may be imposed
by the Group’s lenders;

(v) the general market conditions; and
(vi) any other factors that the Board deems appropriate.

The payment of the dividend by the Company is also subject to any
restrictions under the Companies Law of the Cayman Islands and
any other applicable laws, rule and regulations and the Articles. The
dividend policy of the Company will be reviewed by the Board from
time to time and there can be no assurance that a dividend will be
proposed or declared in any specific period.

FINAL DIVIDEND

The Board has resolved not to recommend the declaration of any
final dividend for the Year.

PURCHASE, SALES OR REDEMPTION OF THE
COMPANY'’S SECURITIES

The Board confirms that during the Relevant Period, neither
the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s securities.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles or the
Laws of the Cayman Islands, which would oblige the Company to
offer new Shares on a pro-rata basis to existing shareholders.

ANNUAL GENERAL MEETING

The 2020 AGM will be held on 20 August 2021. The notice of
the AGM will be published and dispatched to shareholders of the
Company in the manner as required by the Listing Rules in due
course.
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CLOSURE OF REGISTER OF MEMBERS

In order to determine entitlement to attend and vote at the
forthcoming AGM, the register of members of the Company will be
closed from Tuesday, 17 August 2021 to Friday, 20 August 2021,
both days inclusive, during which no transfer of Shares will be
effected. In the case of Shares, all transfer documents accompanied
by the relevant share certificates must be lodged for registration
with the Company’s Hong Kong branch share registrar and transfer
office, Boardroom Share Registrars (HK) Limited at 2103B, 21/F, 148
Electric Road, North Point, Hong Kong no later than 4:30 p.m. on
Monday, 16 August 2021.

SHARE OPTION SCHEME

The Company has adopted the Share Option Scheme on 19 February
2021 (the “Adoption Date”). The terms of the Share Option
Scheme are in accordance with the provisions of Chapter 17 of the
Listing Rules. The following is a summary of the principal terms of
the Share Option Scheme:

(A) Purpose of Share Option Scheme

The purpose of the Share Option Scheme is to reward the
participants (the “Participants”) who have contributed or
will contribute to our Group and to encourage Participants to
work towards enhancing the value of our Company and the
Shares for the benefit of our Company and shareholders as a
whole, and to maintain or attract business relationships with
the Participants whose contributions are or may be beneficial
to the growth of our Group.

(B) Participants of the Share Option Scheme

Our Board may, at any time during the period for which the
Share Option Scheme is valid and effective, make an offer for
options to (i) any directors (including executive directors, non-
executive directors and independent non-executive directors)
and employees of any member of our Group; and (ii) any
advisers, consultants, distributors, contractors, subcontractors,
suppliers, agents, customers, business partners, joint venture
business partners, promoters, service providers of any member
of our Group.

(C) Payment on acceptance of option offer

HK$1.00 is payable by the Participant to our Company on
acceptance of the option offer as consideration for the grant.
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(D) Subscription price

(E)

(F)

The subscription price (“Subscription Price”) shall be a price
determined by our Board but in any event shall be at least the
highest of: (i) the closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheets on the date on which
the option is offered to a Participant (“Offer Date”); (ii) the
average of the closing prices of the Shares as stated in the
Stock Exchange’s daily quotation sheets for the five business
days immediately preceding the Offer Date; and (iii) the
nominal value of the Shares.

Maximum number of Shares

The maximum number of Shares in respect of which options
may be granted under the Share Option Scheme and any other
share option schemes of our Company shall not in aggregate
exceed the number of Shares that shall represent 10% of the
total number of Shares in issue as at the date upon which the
Share Option Scheme takes effect, which shall be deemed
to fall on the Listing Date (“Scheme Mandate”), which is
100,000,000 Shares representing 10% of issued Shares as
at the date of this report. For the purpose of calculating the
Scheme Mandate, options which have lapsed in accordance
with the terms of the relevant scheme shall not be counted.

Maximum holding by option-holder

Unless approved by the shareholders in general meeting in
the manner prescribed in the Listing Rules, our Board shall not
grant options to any option-holder if it would result in the total
number of Shares issued and to be issued to that Participant
on exercise of his options (including both exercised and
outstanding options) granted and to be granted to such person
during any 12-month period exceeding 1% of the total Shares
then in issue.

(G) Timing for exercise of options
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The period during which an option may be exercised in
accordance with the terms of the Share Option Scheme
(“Option Period”) shall be a period of time to be notified by
our Board to each option-holder, which our Board may in its
absolute discretion determine, save that such period shall not
be more than ten years from the Offer Date.
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(H) Life of the Share Option Scheme

The Share Option Scheme shall be valid and effective for a
period of ten years commencing from the date on which the
Share Option Scheme takes effect in accordance with its terms,
after which period no further options will be granted but the
provisions of the Share Option Scheme shall remain in full force
and effect in all other respects. In particular, all options granted
before the end of such period shall continue to be valid and
exercisable after the end of such period in accordance with the
terms of the Share Option Scheme.

As at the date of this report, no option has been granted or agreed
to be granted under the Share Option Scheme since its adoption.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme, no equity-linked agreements
were entered into by the Company during the Year or subsisted at
the end of the Year.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief or exemption available
to the shareholders by reason of their holding of the Company’s
securities.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of sales and purchases for the Year attributable to
the Group's major customers and suppliers are as follows:
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None of the Directors, their close associates or any shareholders
(which to the best knowledge of the Directors owns more than
5% of the Company’s share capital) had an interest in the major
customers or suppliers noted above.

RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTIONS

During the Year, details of significant transactions with its related
parties or transactions undertaken in the normal course of business
are set out in the note 31 to the consolidated financial statements.
None of those transactions constitutes a disclosable connected
transaction pursuant to Chapter 14A of the Listing Rules.
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DISCLOSURE OF INTERESTS AND OTHER
INFORMATION

Directors’ and Chief Executive’s Interests and Short
Positions in the Shares, the Underlying Shares or
Debentures of the Company and Its Associated
Corporations

As at 31 March 2021, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
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 were taken or deemed to
have under such provisions of the SFO), or which were recorded in
the register required to be kept by the Company pursuant to section
352 of the SFO, or which were required, pursuant to the required
standard of dealings as referred to in Appendix 10 of the Listing
Rules, to be notified to the Company and the Stock Exchange, were
as follows:

I.  Long position in the ordinary Shares
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Number of
Shares held/ Percentage of
Name of Director Nature of interest interested shareholding
BEBEERN
EEHE REEME BRBEE BEBED L
Mr. Yip Interest in a controlled corporation 750,000,000 75%
Interest held jointly with another person
Interest of spouse (Note)
BhA Rt AR R
HEM A T HFERFAEZE
fe B e (PIaE)
Ms. Kwan Interest in a controlled corporation 750,000,000 75%
Interest held jointly with another person
Interest of spouse (Note)
Azt ZAEHEE R

B AT HEREER

o Bt ss ()
Note: Kwong Luen Prosperity holding 750,000,000 Shares is
beneficially owned as to 50% and 50% by Mr. Yip and Ms.
Kwan respectively. By virtue of the SFO, Mr. Yip and Ms. Kwan
are deemed to be interested in the Shares held by Kwong Luen
Prosperity. Ms. Kwan is the spouse of Mr. Yip. Accordingly,
each of them is deemed or taken to be interested in all the
Shares which the other is interested for the purpose of the SFO.
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Il. Long position in the ordinary shares of associated
corporation — Kwong Luen Prosperity
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Number of
shares held/ Percentage of
Name of Director Nature of interest interested shareholding
B BEERN
EEpE EatE RDBE REBED L
Mr. Yip Beneficial owner 2 50%
Bir4 EnEAA
Ms. Kwan Beneficial owner 2 50%
L+ BEmEEA
Saved as disclosed above, as at 31 March 2021, none of the B EXFIHEEEIN  RZE-—F=A
Directors nor the chief executive of the Company had any =t+—RB BEEFHIARANFETR

interests or short positions in any shares, underlying shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO.

Substantial Shareholders’ Interests and Other
Persons’ Interests and Short Positions in the
Shares, and Underlying Shares of the Company

As at 31 March 2021, the following parties (other than the Directors
or the chief executive of the Company) had interests of 5% or more
in the Shares as recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO:
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Number of
Name of substantial Shares held/ Percentage of
shareholder Nature of interest interested shareholding
BEBAEERN
FERRER EEME R BE REBED L
Kwong Luen Prosperity Beneficial owner (Note) 750,000,000 75%
R B % EanEA A 75%

Note:  Kwong Luen Prosperity is beneficially owned as to 50% and 50% by
Mr. Yip and Ms. Kwan respectively. By virtue of the SFO, Mr. Yip and
Ms. Kwan are deemed to be interested in the Shares held by Kwong
Luen Prosperity.

Save as disclosed above, as at 31 March 2021, the Company is
not aware of any other person (other than the Directors or chief
executive of the Company) who had an interest or short position in
the Shares or underlying Shares as recorded in the register required
to be kept by the Company under section 336 of the SFO.
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DIRECTORS’ SERVICE CONTRACTS

All executive Directors currently in office have entered into
service agreements with the Company for a term of three years
commencing from the Listing Date and shall continue unless
terminated by either party giving no less than three months’ written
notice served by either party on the other.

Each of the independent non-executive Directors has entered into
an appointment letter with the Company for an initial term of three
years commencing from the Listing Date, which may be terminated
by either party giving no less than one month’s written notice served
by either party on the other.

The term of service of a Director is subject to retirement by rotation
of Directors as set out in the Articles.

Save as disclosed above, none of the Directors who are proposed
to be re-elected at the forthcoming AGM has entered into a service
contract or an appointment letter with our Company or any of our
subsidiaries (other than contracts or appointment letters expiring or
determinable by the employer within one year without the payment
of compensation (other than statutory compensation)).

DIRECTORS’ REMUNERATION

The Directors’ emoluments are subject to the Company’s
shareholders’ approval at general meetings and such emoluments
shall be determined by the Board and the Remuneration Committee
with reference to Directors’ duties, responsibilities and performance
and the results of the Group. Details of remuneration of the
Directors are set out in note 9 to the consolidated financial
statements.

EMOLUMENT POLICY

The Company has established the Remuneration Committee
in compliance with the Listing Rules. The primary duties of the
Remuneration Committee include making recommendations to
the Board on the Company’s policy and structure for all Directors
and senior management’s remuneration, on the establishment of
a formal and transparent procedure for developing remuneration
policy, and on the remuneration packages of individual executive
Directors and senior management, including benefits in kind, pension
rights and compensation payments including any compensation
payable for loss or termination of office or appointment.

Under the remuneration policy of the Company, the Remuneration
Committee considers factors such as salaries paid by comparable
companies, time commitment, responsibilities and employment
conditions elsewhere in the Group.
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Details of the Directors’ remuneration and the five highest paid
individuals are set out in notes 9 and 10 to the consolidated financial
statements.

PERMITTED INDEMNITY PROVISION

The Articles provides that the Directors shall be indemnified and
secured harmless out of the assets and profits of the Company from
and against all actions, costs, charges, losses, damages and expenses
which they 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; provided that this indemnity shall not extend to any matter in
respect of any fraud or dishonesty by any of the Directors.

A directors’ liability insurance is in place to protect the Directors
against potential costs and liabilities arising from claims brought
against the Directors.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

Details of the continuing connected transactions and related party
transactions are set out in the Directors’ Report and note 31 to the
consolidated financial statements.

Notwithstanding the above, no transaction, arrangement or contract
that is significant in relation to the Group’s business to which the
Company or any of its subsidiaries was a party and in which a person
who at any time during the Year was a Director or his connected
entity had, directly or indirectly, a material interest subsisted at any
time during the Year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Except for the Share Option Scheme, neither the Company nor any
of its subsidiary undertakings was a party to any arrangements to
enable Directors to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate at any time during the Year.

MANAGEMENT CONTRACTS

No contract, other than employment contracts, concerning the
management and administration of the whole or any substantial
part of the Company’s business was entered into or existed during
the Year.
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COMPETING INTERESTS

None of the Directors, the controlling shareholders of the Company,
or any of their respective close associates (as defined in the Listing
Rules) is interested in a business apart from the Group’s business
which competes or is likely to compete, directly or indirectly, with
the Group'’s business during the Year, and is required to be disclosed
pursuant to Rule 8.10 of the Listing Rues.

NON-COMPETITION UNDERTAKINGS

Each of controlling shareholders of the Company, Mr. Yip, Ms.
Kwan and Kwong Luen Prosperity has confirmed to the Company of
their respective due compliance with the terms of the deed of non-
competition (the “Deed of Non-Competition”) since the Listing
Date and up to the date of this report.

Our independent non-executive Directors have reviewed compliance
of the Deed of Non-Competition and were satisfied that the terms
of the Deed of Non-Competition had been duly complied with and
enforced since the Listing Date and up to the date of this report.

During the Year, the Board had not received any written
confirmation from any of our Directors in respect of interest in any
business (other than our Group) which is or is likely to be directly or
indirectly in competition with our business.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this report, based on the information that is
publicly available to the Company and within the best knowledge
of the Directors, the Company maintained a sufficient amount of
public float for its Shares as required under the Listing Rules.

SUBSIDIARIES

Details of the subsidiaries of the Company are set out in note 1 to
the consolidated financial statements.
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INDEPENDENT AUDITOR

The consolidated financial statements for the Year were audited
by EY, who will retire at the end of the forthcoming AGM, and
being eligible, offer itself for re-appointment. A resolution for the
re-appointment of EY as the independent auditor of the Company
will be proposed at the forthcoming AGM.

By Order of the Board
Kwong Luen Engineering Holdings Limited

Yip Kwong Cheung
Chairman and executive Director

Hong Kong, 29 June 2021
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INDEPENDENT AUDITOR’S REPORT

i RVR A SCE: S

Ernst & Young

979 King's Road

EY zx

To the shareholders of Kwong Luen Engineering Holdings
Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Kwong
Luen Engineering Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 71 to 147, which
comprise the consolidated statement of financial position as at 31
March 2021, and the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the year
then ended, and 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 2021, 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
judgement, 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. For each matter below, our description of how our audit
addressed the matter is provided in that context.
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KEY AUDIT MATTERS (continued)

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated financial

INDEPENDENT AUDITOR’S REPORT

B A BT ER S

statements section of our report, including in relation to these matters. Accordingly, our audit included the performance
of procedures designed to respond to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying consolidated financial statements.

Revenue recognition for construction services

For the year ended 31 March 2021, the Group recognised
revenue from provision of construction services
amounting to HK$481,710,000.

The Group has recognised revenue from the provision of
construction services over time, using an input method.

The input method recognises revenue based on the
proportion of the actual costs incurred relative to the
estimated total costs for satisfaction of the construction
services. This involves the use of management judgements
and estimation uncertainty, including estimating the
progress towards completion of the services, scope of
deliveries and services required, total contract costs
incurred, forecasting the costs to complete a contract,
valuing contract variations, claims and potential liquidated
damages and estimating the provision for onerous
contracts.

Relevant disclosures are included in notes 4 and 6 to the
consolidated financial statements.

Our audit procedures included:

e obtaining an understanding from management on
the budget costs and how the budget costs are
evaluated;

e  testing the controls of the Group over its processes
to record contract costs and contract revenue, the
calculation of the stage of completion and the
identification of onerous contracts, if any;

e  obtaining the breakdown of budgeted contract costs
and, on a sample basis, evaluated management’s
estimation of the budget contract costs;

e checking the basis of the budgeted revenue to
the underlying contracts and variation orders on a
sample basis;

e checking, on a sample basis, the contract costs
incurred to the amounts of costs recorded for the
direct labour costs, payment applications from
subcontractors, invoices from suppliers and payment
certificates issued by contract customers;

e checking the estimated total costs for satisfaction
of the construction contract to the subcontractors
and suppliers’ quotations and payroll record, and
comparing actual costs incurred with the estimated
total costs for satisfaction of the construction
services to assess the status of the projects on a
sample basis; and

e  assessing the adequacy of the relevant disclosures in
the consolidated financial statements.
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KEY AUDIT MATTERS (continued)

Impairment assessment of trade receivables and contract assets

As at 31 March 2021, the Group recorded gross trade
receivables of HK$6,014,000 before impairment of
HK$78,000 and gross contract assets of HK$122,473,000
before impairment of HK$2,158,000.

The measurement on the Group’s trade receivables and
contract assets under expected credit losses (“ECL")
approach was estimated by management through the
application of management judgements and use of highly
subjective assumptions, such as the payment history,
subsequent settlements after the end of the reporting
period and management’s industry knowledge and
experience.

The impact of current economic factors and forward-
looking factors specific to the debtors were also
considered in management’s assessment of the likelihood
of recovery from customers.

Management engaged external valuers to assist
management to perform the ECL assessment on the

Group's trade receivables and contract assets.

Relevant disclosures are included in notes 4, 17 and 18 to
the consolidated financial statements.

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

Our audit procedures included:

e Understanding the Group’s processes and controls
relating to the monitoring of trade receivable and
contract assets;

e evaluating the methodologies, inputs and
assumptions used by management in their
impairment assessment and their calculation of the
impairment allowance under the ECL approach;

e understanding and discussing with management
for their judgements, historical loss pattern and
basis of judgements used on such data under the
ECL approach; and understanding management'’s
procedures with the customers over aged receivables
or amounts in dispute, if any;

e assessing the impairment allowance as at the end
of the reporting period, taking into account factors
such as the payment history, the subsequent
settlements of the trade receivables and the
subsequent transfers of contract assets to trade
receivables, and other relevant information;

e evaluating the historical loss rates and assumptions
made for current economic conditions and forward-
looking information;

e involving our internal valuation specialists to assist us
to evaluate the methodologies and assumptions used

in the ECL calculation; and

e assessing the adequacy of the relevant disclosures in
the consolidated financial statements.
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OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than 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 THE DIRECTORS 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
of the Company are responsible for assessing the Group's ability
to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liguidate the Group or to cease operations or have no realistic
alternative but to do so.

The directors of the Company are assisted by the Audit Committee
in discharging their responsibilities for overseeing the Group's
financial reporting process.
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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. Our report is made
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

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

e 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.

e 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.

e  Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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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 the Audit Committee 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 the Audit Committee 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, actions taken to eliminate threats or safeguards
applied.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

From the matters communicated with the Audit Committee, 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 this independent
auditor’s report is Ip Hing Lam.

Ernst & Young
Certified Public Accountants
Hong Kong

29 June 2021

KWONG LUEN ENGINEERING HOLDINGS LIMITED e
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FERmkEMEZERER

For the year ended 31 March 2021 2 —F =——#=H=+—HIFFZ

REVENUE &= 6 481,710 404,825
Cost of sales SHERAR (420,887) (352,608)
Gross profit EH 60,823 52,217
Other income and gains E A A R as 6 4,569 450
Administrative expenses TE X (7,523) (4,157)
Fair value loss on a financial asset at fair ZAFET ABHHN SR EE
value through profit or loss 2 ANHEEE 7 (1,064) =
Impairment of contract assets ERNEERE 7 (2,158) =
Impairment of trade receivables B ZREYGRIERE 7 (78) -
Finance costs BB RN 8 (289) (195)
Listing expenses sl ha (14,267) (1,935)
PROFIT BEFORE TAX BRBL AR 7 40,013 46,380
Income tax expense TSR 1 (8,879) (7,972)
PROFIT AND TOTAL COMPREHENSIVE 77 RJ#ExiEH A
INCOME FOR THE YEAR B FEREFR
ATTRIBUTABLE TO EQUITY 2 HEWN=EEE
HOLDERS OF THE COMPANY 31,134 38,408
HK cents HK cents
B B
EARNINGS PER SHARE ATTRIBUTABLE 77 RIZERERIEE A
TO ORDINARY EQUITY HOLDERS EEEsRER
OF THE COMPANY
— Basic and diluted —EXREE 13 4.07 5.12
2020/21 FEHRE o EHIREBERBRAAE
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ARE B ISR R

As at 31 March 2021 R=F-——F=H=+—H

NON-CURRENT ASSETS FRBEE
Property, plant and equipment L E N YN ] 14 37,423 29,847
Right-of-use assets FHEEE 15 448 1,118
Prepayments and deposits ENFIERES 19 - 830
Financial asset at fair value BEAVERAEBRRD

through profit or loss DRIEE 16 4,350 =
Total non-current assets IEmE B ERE 42,221 31,795
CURRENT ASSETS REBEE
Contract assets BHEE 17 120,315 56,695
Trade receivables =) e 18 5,936 10,397
Prepayments and deposits FENFIERES 19 6,547 1,095
Due from a director R E = IR 20 - 7
Cash and cash equivalents Be MReEEY 21 107,649 15,052
Total current assets MENEEMLE 240,447 83,246
CURRENT LIABILITIES REBEE
Trade and retention payables B ZRENFIEREMNTIZ

REE 22 23,183 18,825

Accruals and other payables FEETE R Ik AL th FE S 5RIE 23 3,911 3,225
Interest-bearing bank and FHEERIT R EAMEK

other borrowings 24 14,861 3,000
Lease liabilities HEaE 15 333 612
Tax payable FERHIE 8,228 4,225
Total current liabilities BB ERE 50,516 29,887
NET CURRENT ASSETS REBEEFE 189,931 53,359
TOTAL ASSETS LESS CURRENT BEERABAMS

LIABILITIES 232,152 85,154

KWONG LUEN ENGINEERING HOLDINGS LIMITED e
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e ERRR

As at 31 March 2021 R —ZFE ——F=H=+—H

2020
—Z-TF

HK$°000

NON-CURRENT LIABILITIES FREBEE
Accruals and other payables FEEH B A R ELfth FE A~ 5038 23 - 92
Interest-bearing bank and FTEERIT R EAIETK
other borrowings 24 2,987 -
Lease liabilities HEAE 15 192 524
Deferred tax liabilities FERIBEE 25 4,372 3,716
Total non-current liabilities EMEN B EERE 7,551 4,332
Net assets FEE 224,601 80,822
EQUITY R
Equity attributable to equity RNATEZRFFEA
holders of the Company iR
Share capital [N 26 10,000 =
Reserves it 27 214,601 80,822
Total equity R BERE 224,601 80,822
& Less than HK$500 3 {ER50078 7T
Yip Kwong Cheung Kwan Chui Ling
EEH HER
Chairman and Executive Director Executive Director
TEFNTESE HITEE

2020/21 FERE o EHIRBERABRAT
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, 7 CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Py - =
FAREREER
For the year ended 31 March 2021 &2 =—F=—F = =+—HIFFE
Share Share Retained
capital premium profits Total
B2 B4 5 18 RE A st
Notes HK$'000 HK$'000 HK$'000 HK$’000
B aE FHT FHT FHT THT
(note 26) (note 27)
(BizE26) (Bt&E27)
At 1 April 2019 K-ZE—AEMA—H - - 63,414 63,414
Profit and total comprehensive 4EA%E | K 2
income for the year A 42%E - = 38,408 38,408
Final 2019 dividend —E-AFERERE 12 - - (12,000) (12,000)
Interim 2020 dividend "B TERHRE 12 - - (9,000) (9,000)
At 31 March 2020 i
and 1 April 2020 =A=+—HEFK
ZE-ZFA—H - - 80,822 80,822
Profit and total comprehensive 4 A& Al 2 2 EULA
income for the year kL] - - 31,134 31,134
Issue of a new share upon PAN/NGI R T AVET 3
incorporation of the BATHARD
Company —# - - -
Capitalisation issue of shares % {p BV &AL BE1T
(note 26 () (B=E26(c) 7,500 (7,500) - -
New shares issued pursuant to  RIERR (D ZEERE BT
the share offer (note 26 (d)) A% % (Ff7526(d)) 2,500 132,500 - 135,000
Share issue cost RRAD BEA TR AR - (22,355) - (22,355)
At 31 March 2021 RZT_—%F
=A=+—8 10,000 102,645* 111,956* 224,601
*  These reserve accounts comprise the consolidated reserves of *  ZEREERE BEGEMBIKARANGE FE
HK$214,601,000 (2020: HK$80,822,000) in the consolidated 214,601,000 T (= F —ZF 4 : 80,822,000/8
statement of financial position. JT) °
#  This item was with an amount less than a thousand Hong Kong dollars.  *  ZIEEMSRBEERTHET
74 KWONG LUEN ENGINEERING HOLDINGS LIMITED e 2020/21 ANNUAL REPORT



CONSOLIDATED STATEMENT OF CASH FLOWS

FRRERER

For the year ended 31 March 2021 2 —F =——#=H=+—HIFFZ

CASH FLOWS FROM
OPERATING ACTIVITIES

REZHRERTRE

Profit before tax BRA AT ) 40,013 46,380
Adjustments for: HATEEEL TR -
Finance costs BhE A 8 289 195
Interest income A2 A 6 - ()
(Gain)/loss on disposal of items of HEWE  BELREE
property, plant and equipment, net B o (ka), EEFE 7 (1,170) 5
Depreciation of property, M - BB MREETE
plant and equipment 7 8,207 6,964
Depreciation of right-of-use assets EAEEENE 7 670 667
Fair value loss on a financial asset at BAFEGABENSRE
fair value through profit or loss BEN N HEREE 7 1,064 =
Impairment of trade receivables 2 S EWRIERE 7 78 =
Impairment of contract assets BHEERE 7 2,158 =
51,309 54,209
Increase in contract assets EHRVEEEN (65,778) (29,900)
Decrease in trade receivables B 5 EWGRIA R 4,383 6,579
Increase in prepayments and deposits BB K& RS A0 28(a) (5,266) (1,095)
Increase in trade and retention payables 2 5 &8 K fE T T2
REEIE M 4,358 70
Increase in accruals and other payables — fE&+2 A K E th fE (4 FOEIE AN 594 2,453
Cash generated from/(used in) rwEmE/ (ARE
operations (10,400) 32,316
Interest paid ERFE (256) (156)
Interest element of lease payments HENZRHF BEZBH (33) (39)
Purchase of a financial asset at BERATEFAEBRZD
fair value through profit or loss BRIEE (5,414) >
Hong Kong profits tax paid BEEEBNEH (4,220) (4,879)
Net cash flows from/(used in) wESEB TS, (FTHA)
operating activities WemE#5 (20,323) 27,242

2020/21 EERE
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CONSOLIDATED STATEMENT OF CASH FLOWS

FERERER

For the year ended 31 March 2021 82 —F =——#=H=+—HIFFZF

CASH FLOWS FROM

REZHERESRE

INVESTING ACTIVITIES - 2
Interest received B UCF S
Purchases of items of property, BEWE  BEK

plant and equipment REEE 28(a) (13,989) (12,140)
Prepayment paid for acquisition of items FLEEE Y - WE &

of property, plant and equipment A1 B MR A - (644)
Proceeds from disposal of items of HEWE  BEX

property, plant and equipment R BIE B TS IE 28(a) 20 101
Repayment from a director EEEX 7 =
Advances to a director EESE =N - (2,612)
Net cash flows used in investing activities & /EEFTAIR & REFEE (13,962) (15,293)
CASH FLOWS FROM METHFERERE

FINANCING ACTIVITIES
Proceeds from issue of shares, BITAR D B FT1S RIE

net of expenses (HIBRFIX) 112,645 -
Principal portion of lease payments HENREEI D 611) (593)
New bank loans FTERITER 17,848 =
Repayment of a bank loan BEIRITER (3,000) =
Net cash flows from/(used in) BEEREFTS,(FTA)

financing activities REMEFHE 126,882 (593)
NET INCREASE IN CASH AND ReRBEELEEY

CASH EQUIVALENTS 1 hnFEE 92,597 11,356
Cash and cash equivalents at FReMIREEED

beginning of year 15,052 3,696
CASH AND CASH EQUIVALENTS FRESRESEEY

AT END OF YEAR 107,649 15,052
ANALYSIS OF BALANCES OF CASH HRE&RRLZEY

AND CASH EQUIVALENTS B
Cash and bank balances IR & MIRTT 4R 21 107,649 15,052

KWONG LUEN ENGINEERING HOLDINGS LIMITED e 2020/21 ANNUAL REPORT



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e EHRMEE

For the year ended 31 March 2021 2 —F =——#=H=+—HIFFZ

CORPORATE AND GROUP INFORMATION

The Company was incorporated in the Cayman Islands on 20
May 2020 with limited liability under the Companies Law of
the Cayman Islands. The registered address of the Company
is 71 Fort Street, PO Box 500, George Town, Grand Cayman,
KY1-1106, Cayman Islands. The principal place of business of
the Company is located at Unit 2515, 25/F, The Octagon, 6 Sha
Tsui Road, Tsuen Wan, New Territories, Hong Kong.

On 11 March 2021, the shares of the Company were listed on
the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

The Company is an investment holding company. During
the year, the Company and its subsidiaries (collectively
the “"Group”) were principally engaged in the provision
of construction services in Hong Kong. There has been no
significant change in the Group’s principal activities during the
year.

Kwong Luen Prosperity Limited (“Kwong Luen Prosperity”),
a company incorporated in the British Virgin Islands (the
“BVI") on 18 May 2020, is the immediate holding company
of the Company. In the opinion of the Directors, Kwong
Luen Prosperity is also the ultimate holding company of the
Company.

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as
follows:

Kwong Luen Success BVI US$1
Limited

EHMERERARA KBRS (E

Kwong Luen Engineering  Hong Kong HK$2
Limited

EEt TR AR A A N 27T

tEREEER

ARaIR=ZZEEFAA -+ HRERZ
HERREEHEREEMRZABRA
a] o "R AAEEMAE 71 Fort Street, PO
Box 500, George Town, Grand Cayman,
KY1-1106, Cayman Islands ° KA R EZE &
FHB A BB AL EVHBOREER
KA 2582515F ©

RZZBE-_—F=A+—H  XRFIEMORV
ERBMERSFERAT ([HBRET]) ER
ke

ARBIRBEEBRRAT - RAFE - AR
AREMBAR(AEIAKE]) TEEE
BREERERERY - RAFE - A&E
HE R XM E|EANE -

EMERERAR(EEER])  K_F
—TFEAATN\BERBRAHE([XE
BZ#EE |EMKLNAR - SARFH
BERERRQR - BEEZRR - BHMERETA
ARBZEEERRT]

HEAKIE AR WEHR
ARAEBHBAROFHENT :

100 — Investment holding
100 - REER

- 100 Provision of
construction
services

- 100 fRHEEERK
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

nﬂ-\

For the year ended 31 March 2021 ZZ —

Bt ¥ # R Bl 5E

—F=A=1—HILFE

2.1 BASIS OF PRESENTATION

For the listing of the Company’s shares, the Company
underwent a group reorganisation (the “Reorganisation”),
further details of which are set out in the Company’s
prospectus dated 26 February 2021. Pursuant to the
Reorganisation, the Company became the holding company
of the companies now comprising the Group on 17 February
2021.

As the Reorganisation only involved inserting new holding
companies at a top of an existing operating entity and has not
resulted in any changes of economic substance, these financial
statements for the year ended 31 March 2020 have been
presented as a continuation of the existing group using the
pooling of interests method.

Accordingly, 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 ended 31 March 2020 have been prepared as if the
current group structure had been in existence at the beginning
of the year ended 31 March 2020. The consolidated statement
of financial position as at 31 March 2020 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 that date.

All intra-group transactions and balances have been eliminated
on consolidation.

ZAENEﬁ

RETARR R Lﬁ F ARREETE
é%ﬁ(FE%ﬂJ) SHBHENARQE

H%R:%:*E*ﬂ*+ﬁ5m%%ﬁ
RoREEM AATR-BE-—%_f
T EERARBARAEES AT ER
AT -

HREAESREREEEERZ ENA
M ER AR ﬁﬁjrﬂ&rﬁi%/ﬁﬂﬁ/ﬂﬁ
THEENES  BE_T_FTF=A
=t- EJJ:EEE’]E%%EM%#&%%EEFHHX
BEAQAERBARENIEETIAZY -

At BE-_FT-_FF=-_A=+—HLF
BZFaBRakBEtembak  HRak
HEPRMEARERERNBEE IR
RARKEERBREE_ZT_ZTF=A
=+ BULFEFY-—EBEFE -R-_F_
ZE=ZA=1T AR BRARIRTIR
HIAEEERETARNEERBEM
e BOBRREERER LB —H
EZE

A EENA TR S RABERA B
e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS ISR RMEE

For the year ended 31 March 2021 B2 —E ——F =H=+—H

2.2 BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs")
(which include all Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards ("HKASs"”) and
Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), accounting principles generally
accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance.

All HKFRSs effective for the accounting period commencing
from 1 April 2020, together with the relevant transitional
provisions, have been early adopted by the Group in the
preparation of the financial statements since 1 April 2017.

These financial statements have been prepared under the
historical cost convention, except for a financial asset at fair
value through profit or loss which has been measured at fair
value. These financial statements are presented in Hong Kong
dollars and all values are rounded to the nearest thousand
(HK$'000) except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Group for the year ended 31 March 2021.
A subsidiary is an entity (including a structured entity), directly
or indirectly, controlled by the Company. Control is achieved
when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to
affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct
the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in assessing

whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders
of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group's voting rights and potential voting rights.

2.2 IRBE%E

RERBRRDEREEGFNAE(E
BEEAE ) RANETEMHERELER
(IBEEMBHREER ) (BEABEREY
BREER - BEGEA(EBEFHE
Al K#2E) BAEAREARANELER
AIRPI KRR EREL -

AEENREE —FT—tFHA—BIAE
MRS ERFRABE T _TFN
A—BRBNEtHEERNAEREY
B s ERE R AR AR E RS -

S EMBRR BB LA L RR - 1R
NFEFABSNEREERAFEE
BRON - ZEMEMRNBITINE  BREH
BN MBERECHREREAEN T
(FET) -

REAREE
RERKRREBRAEREEE_T_—F
ZA=ZT-BLEFENMBKRE  -HWER
AEARFEEXFEEHNER (B
EEBCER) EAKERB2HEKREHR
F) A B V5 Bh T R 4 R S 0 R0 L 2 A 42
ZHEAEEER  WEBRNERUKREY
SFHEN(AISAEEBRBRENTERE
HROEMEBHIREEN) FEZETO R
B - BIERISHE 42
EARTERIEEERLIRREHRK
ZHMFRRFBOERN - EFEEEEHE
BHREHRNENE - ARESEEM
BEHREERIBER - 8%

@) EREHREMBAEFEENAY
E-S 71K

(o) EMENLPEEET &

(@ AKBRFRREBERRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

nﬂ-\

For the year ended 31 March 2021 ZZ —

Bt ¥ # R Bl 5E

—F=A=1—HILFE

2.2 BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and
continue to be consolidated until the date that such control
ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income, expenses and
cash flows relating to transactions between shareholders of the
Group are eliminated in full on consolidation.

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 described above. A
change in the ownership interest of a subsidiary, without a loss
of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary;
(i) the carrying amount of any non-controlling interest; and
(iii) the cumulative translation differences recorded in equity;
and recognises (i) the fair value of the consideration received;
(ii) the fair value of any investment retained; and (iii) any
resulting surplus or deficit in profit or loss. The Group's share
of components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

2 IR EYE (@)

HEANREE@m

WBRARDRBEAAFTERNZHZAR—
SRR R BEABERE - WEA ﬂZ

XEBAEENGEHE S BHRES

Ik REBGREANREEEZRSE %M%ﬂ

IEBHARLE -

U g ok 1R e oA 2 T M 21 B 2B EE
RASKE&RAREE AR EEHERE
R R S| BOHE RS R B B - ﬁ
AARERFRERGEEZEEANE A A
ZFEH?E&EF e W BRAK
e R AR o

HMEEERIBERER LM =BEHEESD
B—HENAEHBESE  AEEEENT
HERTHEEHSBEALHE - WEE
KIEHIENK B AR ZFTEESES SR
BERHANER ©

WAEEREH KM B AR 2= HI#E -
R EHSETERR (')E%ﬁ%”&ﬁZéfE(@%?ﬁ
BI)RBE: (VEIEEHIERE 2 REE
B KA = Neek e REHE R Z5
&ﬁﬁum()ﬁﬁﬂﬁzﬁfﬁZ”&ﬂ?@ (i FTAREE (£ {7
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BMEEXBEZARER LR HEt:
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HABEZMRBEMN(RAUEBHE) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS ISR RMEE

For the year ended 31 March 2021 B2 —E ——F =H=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in

these financial statements.
Amendments to HKFRS 3

Amendments to HKFRS 10 and
HKAS 28 (2011)

HKFRS 17
Amendments to HKAS 1

Amendments to HKAS 16

Amendment to HKAS 37

Annual Improvements to HKFRSs
2018-2020

Amendment to HKFRS 16
Amendments to HKFRS 4
Amendment to HKFRS 17
Amendments to HKAS 39

Amendments to HKFRS 9, HKAS 39,
HKFRS 7, HKFRS 4 and HKFRS 16

Reference to the Conceptual Framework®

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

Insurance Contracts*

Classification of Liabilities as Current or
Non-current*

Property, Plant and Equipment;
Proceeds before Intended Use?

Onerous Contracts — Cost of Fulfilling a
Contract’

Amendments to HKFRS 1, HKFRS 9,
HKAS 41 and Illustrative Examples
accompanying HKFRS 16°

COVID-19 Related Rent Concessions'

Extension of the Temporary Exemption
from Applying HKFRS 9*
Insurance Contract*

Financial Instruments: Recognition and
Measurement?

Interest Rate Benchmark Reform -
Phase 2?

L Effective for annual periods beginning on or after 1 June 2020

2 Effective for annual periods beginning on or after 1 January 2021

2 Effective for annual periods beginning on or after 1 January 2022

& Effective for annual periods beginning on or after 1 January 2023

2 No mandatory effective date yet determined but available for

adoption

The adoption of the new and revised HKFRSs is not expected to
have a significant financial effect on the financial statements of

the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2021 82 —F =——#=H=+—HIFFZF

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES
Fair value measurement

The Group measures its financial assets at fair value through
profit or loss at the end of each reporting period. 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. The fair value
measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either in the
principal market for the asset or liability, or in the absence of a
principal market, in the most advantageous market for the asset
or liability. The principal or the most advantageous market
must be accessible by the Group. The fair value of an asset
or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability,
assuming that market participants act in their economic best
interest.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset
in its highest and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs. All assets
and liabilities for which fair value is measured or disclosed in
the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input
that is significant to the fair value measurement as a whole:
Level 1 - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 -  based on valuation techniques for which the
lowest level input that is significant to the
fair value measurement is observable, either
directly or indirectly

Level 3 -  based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

EASTEEME

AVENHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2021 #Z — =

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Fair value measurement (continued)

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that
is significant to the fair value measurement as a whole) at the
end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than contract
assets and financial assets), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit’s value in use and its fair value
less costs of disposal, and is determined for an individual asset,
unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in
which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. 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. An impairment loss is charged to profit or
loss in the period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as
to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation) had
no impairment loss been recognised for the asset in prior years.
A reversal of such an impairment loss is credited to profit or
loss in the period in which it arises.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2021 ZZ —
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EASHHEFEHEw@m)

POLICIES (continued)
Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person’s

family and that person:

(i)  has control or joint control over the Group;

(i)  has significant influence over the Group; or

(iiiy is a member of the key management personnel of

the Group or of a parent of the Group;

or

(b) the party is an entity where any of the following

conditions applies:

(i)  the entity and the Group are members of the same

group;

(i) one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary

of the other entity);

(iii) the entity and the Group are joint ventures of the

same third party;

(iv) one entity is a joint venture of a third entity and the

other entity is an associate of the third entity;

(v) the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

(vi) the entity is controlled or jointly controlled by a
person identified in (a);

(vii) a person identified in (a)(i) has significant
influence over the entity or is a member of the key
management personnel of the entity (or of a parent

of the entity); and

(viii) the entity, or any member of a group of which it is a
part, provides key management personnel services to

the Group or to the parent of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2021 #Z — =

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and
depreciation

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses. The cost
of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended
use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to profit or loss in the period
in which it is incurred.

In situations where the recognition criteria are satisfied, the
expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts
of property, plant and equipment are required to be replaced
at intervals, the Group recognises such parts as individual assets
with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off
the cost of each item of property, plant and equipment to its
residual value over its estimated useful life. The principal annual
rates used for this purpose are as follows:

Shorter of estimated useful lives
and remaining lease terms

Leasehold improvements

Plant and machinery 15%
Furniture and fixtures 20%
Office equipment 20%
Motor vehicles 25%

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at
the end of each of the financial years.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in profit or loss in the year the asset is
derecognised is the difference between the net sales proceeds
and the carrying amount of the relevant asset.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Leases

The Group assesses at contract inception whether a contract
is, or contains, a lease. A contract is, or contains, a lease if the
contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration.

The Group applies a single recognition and measurement
approach for all leases, except for short- term leases and leases
of low-value assets. The Group recognises lease liabilities to
make lease payments and right-of-use assets representing the
right to use the underlying assets.

(a) Right-of-use assets
Right-of-use assets are recognised at the commencement
date of the lease (that is the date the underlying asset
is available for use). Right-of-use assets are measured
at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right-of-use assets includes
the amount of lease liabilities recognised, initial direct
costs incurred, and lease payments made at or before the
commencement date less any lease incentives received.
Where applicable, the cost of a right-of-use asset also
includes an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset
or the site on which it is located. Right-of-use assets are
depreciated on a straight-line basis over the shorter of the
lease terms and the estimated useful lives of the assets as

follows:
Office premises 5 years
Motor vehicles 4 years

If ownership of the leased asset transfers to the Group by
the end of the lease term or the cost reflects the exercise
of a purchase option, depreciation is calculated using the
estimated useful life of the asset.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EASHHEFEHEw@m)
POL'C'ES (continued)
Leases (continued)

(b) Lease liabilities

(©

Lease liabilities are recognised at the commencement date
of the lease at the present value of lease payments to be
made over the lease term. The lease payments include
fixed payments (including in-substance fixed payments)
less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees.
The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the
Group and payments of penalties for termination of a
lease, if the lease term reflects the Group exercising the
option to terminate the lease. The variable lease payments
that do not depend on an index or a rate are recognised as
an expense in the period in which the event or condition
that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate
implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in
lease payments (e.g., a change to future lease payments
resulting from a change in an index or rate) or a change in
assessment of an option to purchase the underlying asset.

Short-term leases

The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment (that is those leases that have a lease term of
12 months or less from the commencement date and do
not contain a purchase option). Lease payments on short-
term leases are recognised as an expenses on a straight-
line basis over the lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2021 82 —F =——#=H=+—HIFFZF

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Financial assets

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value through
other comprehensive income, and fair value through profit or
loss.

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for managing
them. With the exception of trade receivables that do not
contain a significant financing component or for which the
Group has applied the practical expedient of not adjusting
the effect of a significant financing component, the Group
initially measures a financial asset at its fair value, plus in the
case of a financial asset not at fair value through profit or
loss, transaction costs. Trade receivables that do not contain a
significant financing component or for which the Group has
applied the practical expedient are measured at the transaction
price determined under HKFRS 15 in accordance with the
policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured
at amortised cost or fair value through other comprehensive
income, it needs to give rise to cash flows that are solely
payments of principal and interest (“SPPI1”) on the principal
amount outstanding. Financial assets with cash flows that are
not SPPI are classified and measured at fair value through profit
or loss, irrespective of the business model.

The Group's business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines whether
cash flows will result from collecting contractual cash flows,
selling the financial assets, or both. Financial assets classified
and measured at amortised cost are held within a business
model with the objective to hold financial assets in order to
collect contractual cash flows, while financial assets classified
and measured at fair value through other comprehensive
income are held within a business model with the objective
of both holding to collect contractual cash flows and selling.
Financial assets which are not held within the aforementioned
business models are classified and measured at fair value
through profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2021 #Z — =

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Financial assets (continued)

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

The subsequent measurement of financial assets depends on
their classification as follows:

Financial assets at amortised cost (debt instruments)
Financial assets at amortised cost are subsequently measured
using the effective interest method and are subject to
impairment. Gains and losses are recognised in profit or loss
when the asset is derecognised, modified or impaired.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are carried
in the statement of financial position at fair value with net
changes in fair value recognised in the statement of profit or
loss.

This category includes derivative instruments and equity
investments which the Group had not irrevocably elected to
classify at fair value through other comprehensive income.
Dividends on equity investments classified as financial assets
at fair value through profit or loss are also recognised as other
income in the statement of profit or loss when the right of
payment has been established, it is probable that the economic
benefits associated with the dividend will flow to the Group
and the amount of the dividend can be measured reliably.
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For the year ended 31 March 2021 ZZ —
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SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Financial assets (continued)

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primary
derecognised (i.e., removed from the Group's consolidated
statements of financial position) when:

e the rights to receive cash flows from the asset have
expired; or

e the Group has transferred its rights to receive cash flows
from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either
(a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the
asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if, and to what extent, it has retained the risk
and rewards of ownership of the asset. When it has neither
transferred nor retained substantially all the risks and rewards
of the asset nor transferred control of the asset, the Group
continues to recognise the transferred asset to the extent of
the Group’s continuing involvement. In that case, the Group
also recognises an associated liability. The transferred asset and
the associated liability are measured on a basis that reflects the
rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to

repay.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2021 B2 —E ——F =H=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Financial assets (continued)

The Group recognises an allowance for expected credit losses
(“ECLs") for all debt instruments not held at fair value through
profit or loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and
all the cash flows that the Group expects to receive, discounted
at an approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale of
collateral held or other credit enhancements that are integral to
the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for
which there has not been a significant increase in credit risk
since initial recognition, ECLs are provided for credit losses that
result from default events that are possible within the next
12 months (@ 12-month ECL). For those credit exposures for
which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses
expected over the remaining life of the exposure, irrespective
of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit
risk on a financial instrument has increased significantly since
initial recognition. When making the assessment, the Group
compares the risk of a default occurring on the financial
instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial
recognition and considers reasonable and supportable
information that is available without undue cost or effort,
including historical and forward-looking information.

The Group considers a financial asset in default when
contractual payments are 90 days past due. However, in certain
cases, the Group may also consider a financial asset to be in
default when internal or external information indicates that
the Group is unlikely to receive the outstanding contractual
amounts in full before taking into account any credit
enhancements held by the Group. A financial asset is written
off when there is no reasonable expectation of recovering the
contractual cash flows.
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For the year ended 31 March 2021 82 —F =——#=H=+—HIFFZF

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Financial assets (continued)

General approach (continued)

Financial assets at amortised cost are subject to impairment
under the general approach and they are classified within the
following stages for measurement of ECLs except for trade
receivables and contract assets which apply the simplified
approach as detailed below.

Financial instruments for which credit
risk has not increased significantly since
initial recognition and for which the loss
allowance is measured at an amount equal
to 12-month ECLs

Stage 1 -

Financial instruments for which credit
risk has increased significantly since initial
recognition but that are not credit-impaired
financial assets and for which the loss
allowance is measured at an amount equal
to lifetime ECLs

Stage 2 -

Stage 3 —  Financial assets that are credit-impaired
at the reporting date (but that are not
purchased or originated credit-impaired)
and for which the loss allowance is
measured at an amount equal to lifetime

ECLs

Simplified approach

For trade receivables and contract assets that do not contain a
significant financing component or when the Group applies the
practical expedient of not adjusting the effect of a significant
financing component, the Group applies the simplified
approach in calculating ECLs. Under the simplified approach,
the Group does not track changes in credit risk, but instead
recognises a loss allowance based on lifetime ECLs at each
reporting date. The Group measures loss allowance under ECL
model. The measure 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2021 #Z — =

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Financial liabilities

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans and
borrowings, payables, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in
the case of loans and borrowings and payables, net of directly
attributable transaction costs.

The Group’s financial liabilities include trade and retention
payables, financial liabilities included in accruals and other
payables, interest-bearing bank and other borrowings and lease
liabilities.

The subsequent measurement of financial liabilities depends on
their classification as follows:

Financial liabilities at amortised cost (loans and
borrowings)

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the
effective interest rate method unless the effect of discounting
would be immaterial, in which case they are stated at cost.
Gains and losses are recognised in profit or loss when the
liabilities are derecognised as well as through the effective
interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are
an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in profit
or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Derecognition of financial liabilities

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange
or modification is treated as a derecognition of the original
liability and a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in profit
or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position
if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a net
basis, or to realise and settle the liabilities simultaneously.

Cash and cash equivalents

For the purpose of the consolidated statements of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash, are subject
to an insignificant risk of changes in value, and have a short
maturity of generally within five months when acquired, less
bank overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

For the purpose of the consolidated statements of financial
position, cash and bank balances comprise cash on hand and
at banks, including term deposits, and assets similar in nature
to cash, which are not restricted as to use.
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For the year ended 31 March 2021 B2 —E ——F =H=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end of
the reporting period of the future expenditures expected to be
required to settle the obligation. The increase in the discounted
present value amount arising from the passage of time is
included in finance costs in profit or loss.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting
period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

e when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

e in respect of taxable temporary differences associated
with investments in subsidiaries, when the timing of the
reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not
reverse in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2021 82 —F =——#=H=+—HIFFZF

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Income tax (continued)

Deferred tax assets are recognised for all deductible temporary
differences, and the carryforward of unused tax credits and
any unused tax losses. Deferred tax assets are recognised to
the extent that it is probable that future taxable profit will be
available against which the deductible temporary differences,
the carryforward of unused tax credits and unused tax losses
can be utilised, except:

e when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss;
and

e in respect of deductible temporary differences associated
with investments in subsidiaries, deferred tax assets are
only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable
future and future taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the
end of each of the financial years and reduced to the extent
that it is no longer probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed at the
end of each of the financial years and are recognised to the
extent that it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to
be recovered.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted by the
end of each of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and
only if the Group has a legally enforceable right to set off
current tax assets and current tax liabilities and the deferred tax
assets and deferred tax liabilities relate to income taxes levied
by the same taxation authority on either the same taxable
entity or different taxable entities which intend either to settle
current tax liabilities and assets on a net basis, or to realise the
assets and settle the liabilities simultaneously, in each future
period in which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2021 B2 —E ——F =H=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Revenue recognition

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers at
an amount that reflects the consideration to which the Group
expects to be entitled in exchange for those goods or services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to which the
Group will be entitled in exchange for transferring the goods or
services to the customer. The variable consideration is estimated
at contract inception and constrained until it is highly probable
that a significant revenue reversal in the amount of cumulative
revenue recognised will not occur when the associated
uncertainty with the variable consideration is subsequently
resolved.

When the contract contains a financing component which
provides the customer with a significant benefit of financing
the transfer of goods or services to the customer for more
than one year, revenue is measured at the present value of
the amount receivable, discounted using the discount rate
that would be reflected in a separate financing transaction
between the Group and the customer at contract inception.
When the contract contains a financing component which
provides the Group with a significant financial benefit for more
than one year, revenue recognised under the contract includes
the interest expense accreted on the contract liability under
the effective interest method. For a contract where the period
between the payment by the customer and the transfer of the
promised goods or services is one year or less, the transaction
price is not adjusted for the effects of a significant financing
component, using the practical expedient in HKFRS 15.

Revenue from the provision of construction services is
recognised over time, using an input method to measure
progress towards complete satisfaction of the service, because
the Group's performance creates or enhances an asset that
the customer controls as the asset is created or enhanced. The
input method recognises revenue based on the proportion of
the actual costs incurred relative to the estimated total costs for
satisfaction of the construction services.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2021 82 —F =——#=H=+—HIFFZF

3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Revenue recognition (continued)

Claims to customers are amounts that the Group seeks to
collect from the customers as reimbursement of costs and
margins for scope of works not included in the original
construction contract. Claims are accounted for as variable
consideration and constrained until it is highly probable that
a significant revenue reversal in the amount of cumulative
revenue recognised will not occur when the associated
uncertainty with the variable consideration is subsequently
resolved. The Group uses the expected value method to
estimate the amounts of claims because this method best
predicts the amount of variable consideration to which the
Group will be entitled.

Other income

Rental income is recognised on a time proportion basis over the
lease terms.

Interest income is recognised on an accrual basis using the
effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when
appropriate, to the net carrying amount of the financial asset.

Contract assets

A contract asset is the right to consideration in exchange for
goods or services transferred to the customer. If the Company
performs by transferring goods or services to a customer before
the customer pays consideration or before payment is due,
a contract asset is recognised for the earned consideration
that is conditional. Contract assets are subject to impairment
assessment, details of which are included in the accounting
policies for impairment of financial assets.

Contract liabilities

A contract liability is recognised when a payment is received or
a payment is due (whichever is earlier) from a customer before
the Group transfers the related goods or services. Contract
liabilities are recognised as revenue when the Company
performs under the contract (i.e., transfers control of the
related goods or services to the customer).

BEASBEREE @)
W TR ()

AEFRE/AEERRE ARG HAR
B 50 TR SIS M & £ R KA B R
FERREZFA - REARIMEATER
EBIZFRG - E2EZa2REEBOT
PR RERRBARAR  DHEANRFTK
BEBRAUETSLBFAR RS - XEH
ERABHERIGEFARESE  AR%A
RERETRR AR B E R MM A ZEKE
T °

Het WA
TS WA PR HBRBS R L () 8RR o

MBWAERERMEEARAR SR T
ATEMF R EE R (ER ) ERITH
HAARKEERAZEHEERTFEL
MR EFT R MR -

BHEE
BHEERRAEPEES MRS AR
BRENERN - WMARAREPXNRE
R ERIREERTES
FTREREV B RARIFIE - YR REMNE
E - ANEERETHERS  BREFR
FNEMEERENSTBERA -

BHEE

AR B 88 2 AR R & an 3l IR 15 AT B UK B 2R
BEPHNRINRINPAREE HE)
BERAOAE - AWNBRERARRET
BH (B EEE ma R EH EEET
PR AU o

KWONG LUEN ENGINEERING HOLDINGS LIMITED e 2020/21 ANNUAL REPORT
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For the year ended 31 March 2021 B2 —E ——F =H=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (continued)
Employee benefits

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for all of its employees. Contributions are made
based on a percentage of the employees’ basic salaries and
are charged to the consolidated statement of profit or loss
and other comprehensive income as they become payable in
accordance with the rules of the MPF Scheme. The assets of
the MPF Scheme are held separately from those of the Group
in an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed
into the MPF Scheme.

Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting. Proposed
final dividends are disclosed in the notes to the financial
statements.

Interim dividends are simultaneously proposed and declared,
because the memorandum, articles of association and bye-laws
of the relevant companies grant the directors the authority to
declare interim dividends. Consequently, interim dividends are
recognised immediately as a liability when they are proposed
and declared.

Government grants

Government grants are recognised as their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income on
a systematic basis over the periods that the costs, for which it is
intended to compensate, are expensed.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group's financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Judgement

In the process of applying the Group’s accounting policies,
management has made the following judgement, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

For the year ended 31 March 2021, the Group recognised
revenue from construction contracting businesses amounting
to HK$481,710,000 (2020: HK$404,825,000). The Group has
recognised revenue from the provision of construction services
over time, using an input method to measure progress towards
complete satisfaction of the service, because the Group’s
performance creates or enhances an asset that the customer
controls as the asset is created or enhanced. The input method
recognises revenue based on the proportion of the actual costs
incurred relative to the estimated total costs for satisfaction of
the construction services. This involves the use of management
judgements and estimation uncertainty, including estimating
the progress towards completion of the services, scope of
deliveries and services required, total contract costs incurred
and forecasts in relation to costs to complete.
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SIGNIFICANT ACCOUNTING JUDGEMENTS 4.

AND ESTIMATES (continued)
Estimation uncertainty

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

The Group measures loss allowance under the ECL model.
The measure 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.

The assessment of the correlation among historical observed
default rates, forecast economic conditions and ECLs is
a significant estimate. The amount of ECLs is sensitive to
changes in circumstances and forecast economic conditions.
The Group's historical credit loss experience and forecast
of economic conditions may also not be representative of a
customer’s actual default in the future. As at 31 March 2021,
the carrying amount of trade receivables was HK$5,936,000
(2020: HK$10,397,000), net of impairment for trade
receivables of HK$78,000 (2020: Nil). As at 31 March 2021, the
carrying amount of contract assets was HK$120,315,000 (2020:
HK$56,695,000), net of impairment for contract assets of
HK$2,158,000 (2020: Nil). The information about the ECLs on
the Group's trade receivables and contract assets is disclosed in
notes 18 and 17 respectively.
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56,695,000 70 )  M&HBKRMNEHNEE
BIED B A2,158,0008 T ( —E T4 ¢
L)  BEREASEE S RERBFERENEE
MBI EEREENERD BRI E18%17
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR BT IS SRR L

For the year ended 31 March 2021 % — —F=H=1—HIFE

5. OPERATING SEGMENT INFORMATION

For management purposes, the Group has only one reportable
operating segment, which is the construction segment under
which the Group engages in contract work as a subcontractor.
Accordingly, no segment information is presented.

Geographical information

No geographical information is presented as all of the
Group’s revenue from external customers was derived
from customers located in Hong Kong during the year.

No geographical information is presented as all of the
Group’s non-current assets were located in Hong Kong as
at 31 March 2021 and 31 March 2020.

Information about major customers

Revenue from each major customer which accounted for 10%
or more of the Group's revenue for each reporting period
during the year is set out below:

Customer A EFA
Customer B X FB
Customer C EFC
Customer D ®FD

5.

EE A BER
HREEMS - AKEES —ER 2HLE
D BAKEESSBRARESNIE
EVEEEE S ED - Btk - WEESIDHMEF -

1 35

R AFEAREE AT P K
REURNBENEP @ MAEZi
HER -

NR-E-_—F=A=+—HUER=Z
“EFE=-FR=+—H AEEFMAHE
MBEEMNES R EZ 5
&R o

EHEETEEFNER

RAFE  RELHAEEZHE B

10% sk A EBYEE 2R P H S0
T

133,294 221,827
156,250 71,735

85,288 N/AZ i R *
N/ATE A * 70,165

* Less than 10% of the Group’s revenue.

The revenue from the above major customers was all derived
from the construction work.

* HAREERETR10% °

T ERFHREISRERZETIE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M ISR R EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

6. REVENUE, OTHER INCOME AND GAINS

An analysis of the Group'’s revenue is as follows:

6. Wz - HWAR WS
ARBUEEAHTIT

2021
—EB-—F

2020
—ZT-TF
HK$'000
T

HK$°000
THET

Revenue from contracts EEEHWRE

with customers
Provision of construction services TRt ARTS 481,710 404,825
(i) Disaggregated revenue information (i) PFHFVEER

2021
—EC--F

2020
—T-TF

HK$'000
TAT

HK$"000
TR

Type of construction service provided FTiRt RIS AIIER

Residential (E= 323,689 345,615

Non-residential EEE 158,021 59,210
Total revenue from contracts BEAHWE4EEE

with customers 481,710 404,825
Private sector &R A 398,759 388,146
Public sector NS 82,951 16,679
Total revenue from contracts HEEHW R

with customers 481,710 404,825
Timing of revenue recognition W T SR BRF ]

Services transferred over time BE R R M AR TS 481,710

The following table shows the amounts of revenue
recognised in current reporting period that were included
in the contract liabilities at the beginning of the reporting
period and recognised from performance obligations
satisfied in previous periods:

404,825

TREATRAREREERL AR
EHMMAaNABERE D RAETH
BROZEBHERN RS SR

2021 2020
—B--f —Z-TF
HK$'000 HK$'000
TEx TAT
Revenue recognised that was FFABmERVIENBED
included in contract liabilities at B R
the beginning of the reporting
period
Construction services FREERRTS 176 16
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B SRR IR

For the year ended 31 March 2021 ZZ —

HV-K

6. REVENUE, OTHER INCOME AND GAINS 6. Y# -

(continued)
(ii) Performance obligations

—F=A=1—HILFE

Information about the Group’s performance obligations is
summarised below:

The performance obligation is satisfied over time as
services are rendered and payment is generally due
within 14 to 60 days from the date of billing. A certain
percentage of payment is retained by customers until the
end of the retention period as the Group's entitlement to
the final payment is conditional on the satisfaction of the
service quality by the customers over a certain period as
stipulated in the contracts.

The construction period varies from within 1 year to
approximately 3 years. The amounts of transaction prices
allocated to the remaining performance obligations
(unsatisfied or partially unsatisfied) as at 31 March 2021
are as follows:

Amounts expected to be

TRHAR DA TSR PRV RE SR 4

H U A & & o)

(i) BHERE

AREASENEHRTHERBL
T

[BHE R — BB AR AR
o B ERAERRE14260H
WEIHR o AR B & B 4R 5 3R
BEFEUAREFEE AIE TR —E
HEAHRBEENREEMNE - W

iﬁﬂ%mf&tuﬁua’ﬂﬁxaﬁﬁﬁ

BEBAN T —FEHN=FTE - RN=
E-—F=ZA=+—HIEEHRTE
HNEFECRERITHH D RERTT)H
RSERSEWNT ¢

recognised as revenue: WanH) B FE
Within one year —F R 382,900 288,738
After one year —1& 174,207 =
557,107 288,738

The amounts of transaction prices allocated to the
remaining performance obligations which are expected
to be recognised as revenue after one year relate
to construction services, of which the performance
obligations are to be satisfied within approximately three
years. All the other amounts of transaction prices allocated
to the remaining performance obligations are expected to
be recognised as revenue within one year. The amounts
disclosed above do not include variable consideration
which is constrained.

SEEBTEOEEER —F kR

Bslkas) 2 % 5 ESERR SR
W EEARCERO=ERES -
SEEBRTENEEY FEEMLZS
BLBEETER —FRER AN -
XS N R B R
B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS ISR RMEE

For the year ended 31 March 2021 B2 —E ——F =H=+—H

REVENUE, OTHER INCOME AND GAINS 6. WYz « EWA R WE @)

(continued)

Other income and gains HAb WA R W
Interest income FLEWA - 2
Rental income from HE#ME S KA

leasing of machinery 313 22
Government grants (note) BT B (B E) 1,548 =
Gain on disposal of items of property,  HEWE « BEKR

plant and equipment 418 B B Es 1,170 =
Others Hity 1,538 426

4,569 450

Note: For the year ended 31 March 2021, the government grants fisr: 82— S ——®F=HA=+—HItEE ' K

from the Employment Support Scheme (“ESS”) of the Hong
Kong Government of HK$1,548,000 (2020: Nil) are included
in “Government grants” disclosed above. The government
grants from the ESS were for the purpose to retain employment
and combat the COVID-19. As a condition of receiving the
grants under the ESS, the Group has undertaken not to make
redundancies of its Hong Kong employees from 1 June 2020
to 31 January 2021. There are no unfulfilled conditions or
contingencies related to these grants.

BEBBITRMESE([RAETE DD
BT B) 1,548,000 L (ZE=FF : T)
STA LR EM BRATRB | —18 - kA
REEFENBTHYEERE L E RN
ECOVID-19 ° fERIBERMEZESHE
BMiEY  AEBEAZITER T %
FXRA—RAE-_ZTZ-_—F—A=+—H2H
MRHREEEES - WEEZSHYER
BARERIE e AEIE o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

nﬂ-\

Bt ¥ # R Bl 5E

For the year ended 31 March 2021 &2 —Z =

7.

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

—F=H=1—HIFFE

PROFIT BEFORE TAX 7. BRBLADEF
The Group's profit before tax is arrived at after charging/ RNEEBRF RGN &R (GEA)AT
(crediting): FIBIRZEER
Cost of sales SHEKAR 420,887 352,608
Depreciation of property, plant and M - BB MBI E
equipment” 14 8,207 6,964
Depreciation of right-of-use assets* FREEETE 15 670 667
Lease payments not included in the T AHEAETEN
measurement of lease liabilities* MER 3,665 3,411
Impairment of contract assets BHEERE 17 2,158 -
Impairment of trade receivables B 5 EUGRIRRIE 18 78 =
Employee benefit expense (excluding BERAFAZ(TEE
directors’ remuneration (note 9))*: EEHM(MEE9) )" -
Wages, salaries, allowances and I& - #HFo 2K
benefits in kind EMia= 52,030 42,920
Pension scheme contributions RIRET B 1,618 1,391
53,648 44,311
Auditor’s remuneration % B D M 1,080 41
Listing expenses FHRX 14,267 1,935
(Gain)/loss on disposal of items of HEWE BB MRE
property, plant and equipment, net* BEM(WE), BB
SFRE* (1,170) 5
Fair value loss on a financial asset BATEF ABENSRE
at fair value through profit or loss BEEMNATFERBSE 1,064 =
*  These items are included in “Other income and gains” on the *  ZREHAFGAGZEERKAMEERGEK

face of the consolidated statements of profit or loss and other

comprehensive income.

i For the years ended 31 March 2021, depreciation of property,
plant and equipment of HK$8,202,000 (2020: HK$6,958,000),
depreciation of right-of-use assets of HK$267,000 (2020:
HK$265,000), lease payments not included in the measurement
of lease liabilities of HK$3,665,000 (2020: HK$3,411,000)
and employee benefit expense of HK$51,645,000 (2020:
HK$43,051,000), are included in cost of sales disclosed above.

o B[ B A S s | o

BE-_T-_—F=A=+—BItHEE
ME - B MR EITE 8,202,000 T (=

T -FHF : 6,958,000/ 7T) * FHIEEE
#18267,000/8 T (ZE =T 4 : 265,000
BIL)  TiFAHEAGFENHEENR
3,665,000/8 70( —Z —Z 4 : 3,411,000/
70) KB B & FIF & 51,645,0008 T (==
— T4 : 43,051,000/8 7T ) 5T AL XFTiREE
RISHERCA ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCE COSTS

RS BTSRRI
For the year ended 31 March 2021 2 = F=—F=H=4+—H
8. MERAL
BERARNASITAT

An analysis of finance costs is as follows:

2021 2020

—E--F e S

HK$'000 HK$'000

THEx FHT

Interest on bank loans and overdrafts RITERMBELFE 256 156
Interest on lease liabilities HEARGEFE 33 39
289 195

DIRECTORS’ REMUNERATION

Directors’ remuneration for the period, disclosed pursuant to
section 383(1)(a), (b) and (c) of the Hong Kong Companies
Ordinance and Part 2 of the Companies (Disclosure of
Information about Benefits of Directors) Regulation, is as
follows:

9. EEHEN
HR - BEMSRIEES A FEHIE383(1)
@ OROKERAT(RBEEEFER)
B PIE2 SR BT -

2020

—E-TF

HK$'000

FAT

Fees we 36 =
Other emoluments: EALETBN -

Salaries, allowances and benefits in kind ¥% - 28t R EWEF 1,385 1,196

Performance related bonuses SEBURRATEAL - -

Pension scheme contributions BRIREETEIHR 36 34

1,457 1,230

(a) Independent non-executive directors

The fees paid to independent non-executive directors
during the year were as follows:

(a) BYFATES

FRXATELIFRTERNES N

s [

2021
—EB-—F
HK$'000

T

Ms. Cheng Shing Yan Bl R 22+ 12 S

Mr. Wong Yiu Kit Ernest EIRGER & 12 a

Mr. Tang Sher Kin Bt B S 12 -
36 -

There were no other emoluments payable to independent
non-executive directors during the year (2020: Nil).

FA - BEEMEMME SN TEL
FHPITEE( T _TF : #) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO IF R R EE

For the year ended 31 March 2021 2 —F - —#=H=+—HIL F/Z

9. DIRECTORS’ REMUNERATION (continued)
(b) Executive directors

9. BEEHFMmwm)
(b) BTESE

Salaries,

allowances Performance Pension

and benefits related scheme
Fees in kind bonuses contributions Total

e 2R g RBire
Hwe REWEN ME#A SRR Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR THET TR TRT

2021 —B--F
Mr. Yip Kwong Cheung EEHEE - 790 - 18 808
Ms. Kwan Chui Ling MERTL - 595 - 18 613
- 1,385 - 36 1,421
Salaries,

allowances  Performance Pension

and benefits related scheme
Fees in kind bonuses  contributions Total

o= B RIAE
we  REDEN 1BEEAL AR et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TR THT THT TR

2020 b St 213

Mr. Yip Kwong Cheung EEHEE - 715 - 15 730
Ms. Kwan Chui Ling BRR T - 481 - 19 500
- 1,196 - 34 1,230

There was no arrangement under which a director waived
or agreed to waive any remuneration during the year
(2020: Nil).

During the year, no remuneration was paid by the Group
to the directors as an inducement to join or upon joining
the Group or as compensation for loss of office (2020:
Nil).

RAFE  BEESHERLARBTREEM
MeZH(—Z-2F : &) -

RAFE - NG BB B E S ST ] B
SIERBEMARE B LR INALE ZE
SERBBEE(ZE_ZF : |) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I ERaR Y EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

10. FIVE HIGHEST PAID EMPLOYEES 10. EERSHMES
The five highest paid employees during the year included RAEE  AEZRmTMEEDRBER
one (2020: two) director of the Group, details of whose S8 H(ZZE_ZTF - WB)EE - HP
remuneration are set out in note 9 above. Details of the SFIFEN LI c RAFE - 2 T
remuneration for the year of the remaining four (2020: three) Z(ZEZZF ZR)FEENH= T M
non-director, highest paid employees are as follows: EERNMESFBERT
2021 2020
—B--f e ke 23
HK$'000 HK$'000
FTHERT FAT
Salaries, allowances and benefits in kind  #r& ~ 285 R EWEF 3,179 2,411
Pension scheme contributions RNETEIfR 69 30
3,248 2,441
The number of the non-director, highest paid employees whose BENN Ty EERFEEENTS FHHE
remuneration fell within the following band is as follows: BHAZAT
2021 2020
—B-—-f e e 3
HK$'000 HK$’000
TEx FAT
Nil to HK$1,000,000 £ % 1,000,000/ 7T 4 3
During the year, no remuneration was paid by the Group to any RAREE  REBMERTIMIFEETNSR
of the non-director, highest paid employees as an inducement = R B S TR B E A E I AK
to join or upon joining the Group or as compensation for loss EESNMABRERSEARREE(Z
of office (2020: Nil). TTF  fE) o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B A SRR GE

For the year ended 31 March 2021 &2 =—F=—F = =+—HIFFE

11. INCOME TAX 1. FiEH

Pursuant to the rules and regulations of the Cayman Islands
and the BVI, the Group is not subject to any income tax in the
Cayman Islands and the BVI. Hong Kong profits tax has been
provided at the rate of 16.5% (2020: 16.5%) on the estimated
assessable profits arising in Hong Kong during the year.

RERSEHERRBELBESH IR
B AKEBEANFERS N RBRLE
EBMERAEY - RAFE BEEL
B AT ERTURTIR16.5% (T T4 ¢
16.5% ) HOBL R EHE BB MSH ©

2021 2020
—B-—-F —ECTF
HK$'000 HK$'000
FTERT FET

Current — Hong Kong BN —&H
Charge for the year FEZH 8,223 7,393
Deferred (note 25) FERE (BI5E25) 656 579
Total tax charge for the year FEMIBAY HERE 8,879 7,972

A reconciliation of the tax expense applicable to profit before
tax at the statutory rate to the tax charge at the effective tax
rate is as follows:

FORTE B SHE )3 AR BB AT M A0 B
AXHERERR R ENRIAS LY
BRI -

2021 2020

—B-—-F —ECTEF

HK$'000 HK$'000

FHET FAT

Profit before tax FrE A= A 40,013 46,380
Tax at the statutory tax rate at 16.5%(—F-FF : 16.5%)H)

16.5% (2020: 16.5%) EEMEETEHITHIA 6,602 7,653
Income not subject to tax HARBUA (255) =
Expenses not deductible for tax TAIHH Y 2 2,532 319
Tax charge at the Group's BAREEERE22.2%

effective tax rate of ZEZTF 1 172%)

22.2% (2020: 17.2%) STEHHIER 8,879 7,972
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13.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS ISR RMEE

For the year ended 31 March 2021 &2 —F——#=-H=+—H

DIVIDEND 12. BE

Interim dividend FRERAR B - 9,000
- 9,000

The Directors have decided not to declare a final dividend for EERFIAERBE_ZET_-_—F=A8

the year ended 31 March 2021.

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE
COMPANY

The calculation of the basic earnings per share amounts
is based on the profit for the year attributable to ordinary
equity holders of the Company of HK$31,134,000 (2020:
HK$38,408,000) and the weighted average number of ordinary
shares in issue of 764,384,000 (2020: 750,000,000), on the
assumption that the Reorganisation and the capitalisation issue
had been completed on 1 April 2019.

No adjustment has been made to the basic earnings per share
amounts presented for the years ended 31 March 2021 and
2020 in respect of a dilution as the Group had no potentially
dilutive ordinary shares in issue during the years ended 31
March 2021 and 2020.

13.

2020/21 EEHE o

=t+—HLEFEERRPRE -

ARAEERRFAARGEER
27

BREABFNSEIIZRADR L BED
HEARMGFEARNRFIZ1,134,0008 T (=F
—Z 4 : 38,408, ooo;aﬁ)&aﬁéﬁ SR AR
i E764, 384 OOOHX(_ T T F
750,000,000 51 & » WRIREFLHRER
IEBFTER T — nil?_flﬂ H5ERK °

SEREBE_ZT_—FR-_T_F
=+t HLEFEYECETELES
oY EREEMEHEE—F
—i&:ﬂ?{:ﬂ?izﬂzﬂ——ﬁﬂziﬁé
PR25MEBRERBN SEIELAE

m#l\li’i

N
H
i)

||4\mH?H}

EBMIBEZERERLA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B A SRR GE

For the year ended 31 March 2021 &2 =—F=—F = =+—HIFFE

14. PROPERTY, PLANT AND EQUIPMENT 14. % - BMERKRE
Plant and Office
machinery  equipment Total
i R N #ast
HK$’000 HK$'000 HK$'000
FET FExT FER
31 March 2021 —E-_—H=ZHA=+—H
At 1 April 2020: RZZEZZTFWHA—H :
Cost AR 56,608 43 56,651
Accumulated depreciation Zitihe (26,778) (26) (26,804)
Net carrying amount BREFE 29,830 17 29,847
At 1 April 2020, net of RZZE_ZTFIOA—H -
accumulated depreciation MR 2T E 29,830 17 29,847
Additions NE 15,893 - 15,893
Disposal HE (110) - (110)
Depreciation provided during the & AEHRHTE (FiFE7)
year (note 7) (8,202) (5) (8,207)
At 31 March 2021, net of RZE=—F=R=+—8H"
accumulated depreciation MR RFHTE 37,411 12 37,423
At 31 March 2021: RZEZ—F=A=+—H:
Cost AR 68,486 43 68,529
Accumulated depreciation ZitiheE (31,075) (31) (31,106)
Net carrying amount BREFE 37.411 12 37,423
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I ERaR Y EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

14.PROPERTY, PLANT AND EQUIPMENT 14. % - BERRE®

(continued)

Plant and Furniture Office Motor
machinery  and fixtures  equipment vehicles Total

BEEER GALRKE  BAR e #st

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

31 March 2020 —E-_EFE=HA=+-H
At 1 April 2019 RZE-NFNA—A
Cost % 44,468 24 43 892 45,427
Accumulated depreciation ZEtihE (19,848) (24) (20) (758) (20,650)
Net carrying amount RERE 24,620 - 23 134 24777
At 1 April 2019, net of RZE-NFRA—A

accumulated depreciation Nk Z5HinE 24,620 = 23 134 24,777
Additions RE 12,140 = = = 12,140
Disposal HE - - = (106) (106)
Depreciation provided FRFHRME(ET)

during the year (note 7) (6,930) - (6) (28) (6,964)
At 31 March 2020, net of RZEZZF=A=+—H"

accumulated depreciation Nk 254 E 29,830 = 17 = 29,847
At 31 March 2020: RZEZZF=A=+—8:
Cost PR 56,608 - 43 = 56,651
Accumulated depreciation Z2EHiE (26,778) = (26) = (26,804)
Net carrying amount REFE 29,830 = 17 = 29,847
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR BT IS SRR L

For the year ended 31 March 2021 %

15. LEASES
The Group as a lessee

—F=A=1—HILFE

The Group has lease contracts for office premises, various
motor vehicles and machinery used in its operations. Leases
of office properties and various motor vehicles generally have
lease terms between 2 and 4 years. Machinery generally has
lease terms of 12 months or less. Generally, the Group is
restricted from assigning and subleasing the leased assets

outside the Group.

The carrying amounts of the Group's right-of-use assets
and movements during the year are as follows:

15. &

REBEREEA

AEBBEERDGH  KETFEANZRE
TEREHMOEESH - MAMEREE
MENEERTE AR 2EAFHNHEE o W
E’ﬁﬂfﬁﬁﬁ%ﬁuﬂﬁ HERE - —m

C AEENSEARNEEAINEE LB
?ﬂﬁﬁ%

AEERNREEREREEENRE
BEREEHWT

At 1 April 2019 RZZE—NFWMA—H 956 397 1,353
Additions NE - 432 432
Depreciation charged FAHBRIITE
during the year (note 7) (F7%7) (402) (265) (667)
At 31 March 2020 and RZTEZE
1 April 2020 =A=t—HBK
—ZET_TFMA—H 554 564 1,118
Depreciation charged FRHRAITE
during the year (note 7) (FF3E7) (403) (267) (670)
At 31 March 2021 R-B-—F
=A=+—H 151 297 448
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15. LEASES (continued)

The Group as a lessee (continued)

(b) Lease liabilities

(c) The amounts recognised in profit or loss in relation to (c) REXTRBERINHSELOT
leases are as follows:
2021 2020 NS
s —E-FF
HK$'000 HK$'000 §
FHxT TETL g
Interest on lease liabilities HEAGERE 33 39
Depreciation charge of right-of-use {#fFAEEETEMS
assets 670 667
Expense relating to short-term leases £255 HAFH & A BRIFI X 3,665 3,411
4,368 4117
(d) The total cash outflows for leases are disclosed in note (d) HEMRSRHEERERTERE

The carrying amounts of lease liabilities and movements
during the year are as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I ERaR Y EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

15. & w)
AEBEAEEA@®
(b) HEERE

AEENHESBENREEREZES N
N

2021 2020
s —E-FHF

HK$°000 HK$'000
TR TAT

Carrying amount at the beginning  FARIEREE

of the year 1,136 1,297
New leases HEE - 432
Accretion of interest recognised G A RERR Y A1 235 0

during the year (note 8) (Ffi7E8) 33 39
Payments (NE=A (644) (632)
Carrying amount at the end FARIERHEE

of the year 525 1,136
Analysed into: DR

Current portion BN 333 612

Non-current portion FEMENEL S 192 524

The maturity analysis of lease liabilities is disclosed in note
34 to the financial statements.

Certain of the Group's lease liabilities were secured by a
personal guarantee provided by Mr. Yip Kwong Cheung

MEABEOI MM EERI B HRE
HIPTEE34 ©

R-Z-NFHA—R AEEET
HERBAREFLERHENEA

amounting to HK$400,000 as at 1 April 2019. The ERIEE IR - E £ 5 E5/400,0007%
personal guarantee was released during the year ended
31 March 2020.

T AARRRBEE-_Z_TF=H
=+ — B L FERAR

28(c) to the financial statements.

BEE28(c) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR BT IS SRR L

For the year ended 31 March 2021 B2 —F ——F =H=+—HI FE

16. FINANCIAL ASSET AT FAIR VALUE THROUGH
PROFIT OR LOSS

6. BNV EHFABRNEREE

Key management insurance contract FEEEAERBEL 4,350 =
Analysed for reporting purpose as: REmEENSNR
Non-current asset EMENEE 4,350 -

The key management insurance contract at 31 March 2021
was mandatorily classified as a financial asset at fair value
through profit or loss as its contractual cash flows are not solely
payments of principal and interest.

Note: As at 31 March 2021, the key management insurance contract
represented life insurance plans with investment elements
relating to one member of key management personnel of the
Group. The total sum insured is US$1,380,000 (approximately
HK$10,695,000) with an annual minimum guaranteed return
of 2%. Certain key management insurance contract of
HK$4,350,000 has pledged to secure general bank facilities
granted to the Group as at 31 March 2021.

As at 31 March 2021, if the Group withdrew from the insurance
contract, the accounts value, net of surrender charges of
US$106,000 (approximately HK$819,000), would be refunded
to the Group. The amount of surrender charges decreased over
time and was no longer required from the 19th year of contract
conclusion onwards.

RZEZ—F=A=+T—HHNEEEEA
BRBENNAENRERENIIFERIN
R RFE - ARG D ERIZAFE
FTABTRHNESREE °

izt : R=TE=——F=A=+—H FEBEEA
BREEANEASREE  EHhE5E
BAEE—ZTBEREABNRERD °
#8{R%E 41,380,000 7T (#910,695,0007%
L) FEREKRERHRE2% - BT E
TEIE A BREA %94,350,00078 L E K
o NESR_ZT-_—F=A=1+—HFK
FAER ZETRITHE -

RZZB-—F=A=+—H8  HWAKEK

ERBEA - RIRFEE(EHRERE

F3106,0003<7T.(£7819,0008 7T.) ) # R &

%$E@ RARE PSRRI - 7
BRI IEE1IFRERE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M ISR R EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

17. CONTRACT ASSETS

17. BEE

2021 2020
—E-—-F —ZE-FF
HK$'000 HK$'000
F&T THET
Contract assets arising from FREEARTEEE R
construction services EHEE (a) 86,153 17,559
Retention receivables U TRRIRFES (b) 36,320 39,136
122,473 56,695
Impairment VERIE] (© (2,158) =
120,315 56,695
Notes: EE
(@) Contract assets consist of the Group’s rights to consideration (a) AHEERREASEREEANELNE

(b)

for works completed but unbilled amounts resulting from
construction contracts. The contract assets are transferred to
trade receivables when the rights become unconditional which
was generally within one to three months. The increase in
contract assets in 2021 and 2020 was the result of the increase
in the provision of construction services.

The expected timing of recovery or settlement for contract assets
as at the end of the reporting period is as follows:

Within one year —FR

TEREMABETRKERENET - &
HEENREREENKBEEGR(—RE—
ZE=AR)EEZEFHEWE - AHEER
R FRCE-TEEINTI AR EE
BRIS HE4R 3G N o

A HEER RS AR D 3k 45 & /9 TR AR
R -

2021 2020
—EB_—F —ETF

HK$°000
FET

HK$°000
THIT

86,153 17,559

Retention receivables withheld by contract customers arising
from the Group’s construction work are settled within a period
ranging from one year to two years after the completion of the
construction work and acceptance by customers, as stipulated in
the construction contracts.

The expected timing of recovery or settlement for retention
receivables as at the end of the reporting period is as follows:

Within one year R—FR
More than one year n—%F

(b)

ANEPMBNENTRRESEEAA

EEMBETRE  ZRERBEL LT
PR R EE T2 T 2P B 14 —
EREEE o {\

@mﬁﬁ%@j

S BRI T2 AR &
FEEEEAT

2020
ZZTF

HK$'000
TAT

6,218 7,419
30,102 31,717

36,320 39,136

2020/21 EEHE o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2021 &% —F=H=1—HIFE

17. CONTRACT ASSETS (continued) EHEE®

Notes: (continued)

(c) During the year ended 31 March 2021, HK$2,158,000 (2020:
Nil) was recognised as an allowance for expected credit losses on
contract assets. The Group's trading terms and credit policy with
customers are disclosed in note 18 to the financial statements.

The movement in the loss allowance for impairment of contract
assets is as follows:

At 1 April 2020
Impairment losses (note 7)

HEEETE!(W &7)

BifeE : (48)

(@

 E_E_—F=A=+—HILFE
2,158,000 T(—E-FF : )R AS
HNEEMEHEEBERG A5EET
FHRSERREEBREBENT BHRE
fEE18 ©

BREEREBREEESNT

2,158

At 31 March 2021

R=FB—_—F=A=+—H

2,158

An impairment analysis is performed at each reporting date
using a probability of default model to measure expected credit
losses. The provision rates for the measurement of the expected
credit losses of the contract assets are based on those of the
trade receivables as the contract assets and the trade receivables
are from the same customer bases. The provision rates of
contract assets are based on historical data adjusted by forward
looking information. The calculation reflects the probability-
weighted outcome, the time value of money and reasonable and
supportable information that is available at the reporting date
about past events, current conditions and forecasts of future
economic conditions. As at 31 March 2020, the expected credit
loss rate for the Group’s contract assets was considered minimal.

Set out below is the information about the credit risk exposure
on the Group's contract assets as at 31 March 2021:

s B AR OB RBREITRHED
M LA EEHEEEE - tE6NEE
TEHEEBENBERTIERE 5 EIRR
HHBHEEEE  DHNANEERE
SEBFEAGSHRANEEER - A&
ENBERTDERNES BEEL - &R
EHEERTAR - Rt E R AR IS

~f%%@&ﬁﬁ¢5%7 WAERB
EEIE - B ARG R AR R E R ETEA
mAﬁ&Tﬁéﬂ R-_T-_ZTE=H
=qF=F - $%l HBENTEHEES
BEEBMTRE

UTHIEAARER T —_—F=H
=t —BARHNEENEERRMOEE

Expected credit loss rate TE?HEEEESTEX 1.76%
Gross carrying amount (HK$'000) BEREmE(TET) 122,473
Expected credit losses (HK$'000) EHHL:., BEE(FET) 2,158
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M ISR R EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

18. TRADE RECEIVABLES

18. E Z W R 1E

2021 2020
s —E-FF
HK$'000 HK$'000
FEx FHET
Trade receivables B 5 WA 6,014 10,397
Impairment RE (78) -
5,936 10,397
The Group's trading terms with its customers are on credit. AEBEEFZRGBEARFTEREER

The Group's credit periods with customers range from 14
to 60 days. The Group seeks to maintain strict control over
its outstanding receivables and has a policy to manage its
risk. Overdue balances are reviewed regularly by senior
management. The Group does not hold any collateral or other
credit enhancements over its trade receivable balances. Trade
receivables are non-interest-bearing.

An ageing analysis of the trade receivables as at the end of
reporting period, based on the progress payment certificate
date and net of loss allowance, is as follows:

X AEBLETEFPHNEEHAN T 145
60K o ANEEFRERIE I 6 R 45 UK
18 - WEIBBUREERR - s H &% E 5
HEREEESSE ASEUEREFE
W IB & R B A s b (5 A 1R
F Wi o B EWGRIETE B °

RIS B - B 5 MU IE (N A5 E
) BRI T 2REE B B B O BRES AT
o

2021 zozo

:g:—fﬁ = 7 — = E'E

HK$’000 HK$'000

FET FHET

Within 1 month —EAR 5,936 7,223
1 to 2 months —Z=MEA - 3,174
5,936 10,397

The movement in the loss allowance for impairment of trade
receivable is as follows:

B2 RYGIRRERE

HK$'000 §

TR

At 1 April 2020 R-ZE-—ZTFEMA—H =)

Impairment losses (note 7) RIEEE (F7E7) 78

At 31 March 2021 RZE-_—F=A=+—H 78
2020/21 FERE o EHIRBERABRAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AR BT IS SRR L

For the year ended 31 March 2021 82 —F =——#=H=+—HIFFZF

18. TRADE RECEIVABLES (continued) 18.

An impairment analysis is performed at each reporting date
using a probability of default model to measure expected credit
losses. The provision rates are based on historical data adjusted
by forward-looking information. The calculation reflects the
probability-weighted outcome, the time value of money and
reasonable and supportable information that is available at
the reporting date about past events, current conditions and
forecasts of future economic conditions. As at 31 March 2020,
the Group estimated that the expected loss rate for trade
receivables was minimal.

Set out below is the information about the credit risk exposure
on the Group’s trade receivables as at 31 March 2021:

=) A ETRET )

BiRE BEE AR AR ERETRED
i ARt 2TRHEEEE - BEXTER
FELEIEIEL - WARREEER AR - %
STERMEARNMELER EERELR
WE BB SNEBBESIE - BRIEH
RARREEIGHETER NS E R EER -
R-ZE-ZTE=A=+—8 ' ~"&EERH
B S EWZIENTEEEE RN R E -

UTRFIEMARBR -_E=—4=7
=+— AR B AEEHOEN SRR E
TR

Expected credit loss rate TEHEEREX 1.30%
Gross carrying amount (HK$’000) BEREE(TET) 6,014
Expected credit losses (HK$'000) TEHEEEE(TET) 78
h £
19. PREPAYMENTS AND DEPOSITS 19. ANREREZS

Prepayments FEfFFRIE 11 1,739
Deposits e 6,536 186

6,547 1,925
Less: Non-current portion B FERNERER - (830)

6,547 1,095

Prepayments and deposits mainly represent rental deposits,
utility deposits and other deposits. The expected credit losses
are estimated by applying a loss rate approach with reference
to the historical loss record of the Group. The loss rate is
adjusted to reflect the current conditions and forecasts of
future economic conditions, as appropriate. The expected
credit loss rate for the Group’s financial assets included in
prepayments and deposits is minimal.

The financial assets included in the above balances relate to
receivables for which there was no recent history of default and
past due amounts. As at 31 March 2021 and 2020, the loss
allowance was assessed to be minimal.

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

BNRERREIZEHESRE 2AF
X hEMke AEEE2EREE
BB REAERTAGATEREES
18 - BRIEREE R IRELFRIARKR
BB R RAEEAR IR © 5T ATAIT R
ERenASEEBREENEHREEER
RBMARE -

bt AR B & YA E LT B R
BN RECERNEBKRERR - 1©
——HR-ZE_TF=-A=+—H BE
BRERTE AT RE -

—ZF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M ISR R EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

20. BALANCES WITH A DIRECTOR

The Group's balances with a director, disclosed pursuant to
section 383(1)(d) of the Hong Kong Companies Ordinance
and Part 3 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation, are as follows:

Amounts due from a director

Maximum

As at
1 April
2019

R-E-hF
mA—H
HK$'000

T5L

-3

Mr. Yip Kwong Cheung ~ EBR LA 18,395

outstanding
during the

20. REE £

RAEE B R BEMH 5 383(1)(d) 15 A & A 7]
(FBEEEFZER) ROIEIBRENRE
BEHEZEZEROT ¢

BREEE

Maximum
amount
outstanding
during the
year

As at

31 March
2020 and

1 April

2020
R=B=Z2F
EfEr=E
R=B-BE
mA—A
HK$'000
THET

amount
As at
31 March

year 2021

RRRE
BREEHE
HK$'000

TAT

FAKRRE
Sk
HK$'000

TRT

HK$'000
AT

18,395

The Group had applied the general approach to provide for
expected credit losses for the amount due from a director.
The Group considered the historical loss rate and adjusted
for forward-looking macroeconomic data in calculating the
expected credit loss rate. The Group had classified the amount
due from a director in stage 1 and continuously monitored its
credit risk. As at 31 March 2020, the Group estimated that
the expected loss rate for the amount due from a director was
minimal.

As at 31 March 2020, the balances with the director were
unsecured, interest-free, repayable on demand and of non-
trade nature.

21. CASH AND CASH EQUIVALENTS

AEBEERB R AR ES RN
BHMEEERIFLEYE - AEEZEBHE
BRE - YN ERREEEIRXERA
BUREREBRETRE - ARECDH

EREEFEDBAE —HE - WREE
REFERR R-_F_ZTF=-A=1+—

B AKBEfERKESRANBHRER

"
0

R RE
R-B-—T&=A=+—0  HEH4
SBAEEE 58  BEEREERE
S o

21. BERBEESZEEY |

2020
—7—7qz

2021

—_—

HK$°000 HK$'000
FExT TR
Cash and bank balances R& RIRITEERR 107,649 15,052
Cash at banks earns interest at floating rates based on daily RITRSRRITE B FRFERLULBFIH
bank deposit rates. The bank balances are deposited with 5T B o SRITAEBRTT IR 4T HA 4B 48 R AR 8% Y
creditworthy banks with no recent history of default. EERIFRIRTT ©
2020/ FERE o EBHIBRERERAA




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B A SRR GE

For the year ended 31 March 2021 2 —F - —#=H=+—HIL F/Z

22. TRADE AND RETENTION PAYABLES 2. EZRAREREBNIERRES
2021
—E-—F S
HK$'000 HK$'000
FEx THT
Trade payables =) AN/ (a) 18,478 16,060
Retention payables BN T2RES (b) 4,705 2,765
23,183 18,825
Notes: Ff5E
(@) An ageing analysis of the trade payables, based on the invoice (@ REREHR BHENIEBEREEREH
date, at the end of each reporting period, is as follows: EEH B BRER ST AT ¢
2021 2020
=|=—=F —ECTF
HK$'000 HK$'000
Tz FHT
Within 1 month —@AR 18,478 16,060
The trade payables are non-interest-bearing and are normally BZENRIETTE  BER—EARNE
settled within one month. Ho
(b)  Retention payables held by the Group arose from the Group’s b)) AEERENENIRRISEEELRE
construction works and are normally settled to subcontractors BMEETRE  BREEIEBANRTERSD
within a period ranging from one year to two years after the BETEKEAIEE - ERFRESBE
completion of the contract work by the subcontractors, as HHE o

stipulated in the subcontracting contracts.

23. ACCRUALS AND OTHER PAYABLES 23. Bt E AR HAt A RIE
2021
—EC-—-F - =

HK$'000 HK$'000

FET T

Accruals e E R 3,791 3,049
Contract liabilities BHAE (a) 28 176
Provision for reinstatement BIREERE (b) 92 92
3,911 3,317

Less: Non-current portion B IEmENER D - (92)
Current portion mEEl s 3,911 3,225
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I ERaR Y EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

23. ACCRUALS AND OTHER PAYABLES (continued)  23. FESTE8 A Iz E b FE {3 BB ()

Notes: Ff5E
(@) Details of contract liabilities are as follows: (a) AHEFEFBLOT :
2021 2020
—E-——F —E-TF
HK$'000 HK$'000
FHT FHT
Contract liabilities arising from: HUATHEZEHEAE
Construction services RERT 28 176
The excess of cumulative billings for construction work over the BETREMNRAREBERNIERPAER
cumulative work revenue recognised in profit or loss is recognised MR IRKEHBD IERAGNAE -
as contract liabilities. The increase/decrease in contract liabilities as R-E-—F=A=+—BHAHEEE
at 31 March 2021 was the result of the increase/decrease in the R Ty R BT R R B A A U
receipts from customers near the end of the year. ISR AFTER o
(b)  The movement in the provision for reinstatement during the year is (b) MAFEEREEBEZHNOT :
as follows:

Provision for
reinstatement

BRESEE
HK$'000
FHEIT
At 1 April 2019, 31 March 2020, RZZ—AFMHA—R -
1 April 2020 and 31 March 2021 —E-TF=-A=+—8"
—ToFTHFNA-HK
—E-—F=A=+—H 92
Pursuant to the terms of the respective tenancy agreements BERKRETINEBHEERZGRK - &
entered into by the Group, the Group is required to return its SEERERBSERR (ER)REE
leased properties to the conditions as stipulated in the tenancy BEATHGEEREREME - BREE
agreements at the expiration of the corresponding lease term as RABEBNRBEAEEERE2ZERE
appropriate. The provision for reinstatement costs was estimated B/ REMAAERMEES TERERMEET
based on certain assumptions and estimates made by the mfhat - AABRRRMASAFELER
Group's management with reference to quoted prices and/or I RAEET (AR ) © .

other available information. The assumptions and estimates are
reviewed on an ongoing basis and revised as appropriate.

2020/21 FERE o EHIRBERABRAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B A SRR GE

For the year ended 31 March 2021 2 —F - —#=H=+—HIL F/Z

24. INTEREST-BEARING BANK AND OTHER 24.:tE81TREMER
BORROWINGS

2021
—E--F
Effective Effective

interest rate interest rate
per annum Maturity HKS$'000  per annum Maturity HK$'000
BREF = )i ThT ERFF% i THn

Current B
Bank loan - secured (note (a)) SRR -BHA(EE) - - - 52%  On demand 3,000
Import loans - secured (note (b)) & A EF—AHEIM (D)) 3.0% 2022 14,350 - - -
Bank loan - secured (note (c)) FTET-EEB(HE0) 1.9% 2022 511 - - -
14,861 3,000
Non-current JEE0E
Bank loan - secured (note () FITER-HEM(FIE) 1.9% 2027 2,987 - - -
17,848 3,000
2021 2020
—E-—-F —ET-FF
HK$'000 HK$'000
FHExT FHBT
Analysed into: oA
Bank loan: IRITER
Within one year or on demand —FAFIREK 14,861 3,000
In the second year EF 521 =
In the third year to fifth years, inclusive SE=FEZFRF(RIEEEMT) 1,621 -
Beyond five years AENRE 845 =

17,848 3,000
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24. INTEREST-BEARING BANK AND OTHER 24.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BORROWINGS (continued)

Notes:

(a)

ARE ﬁﬁﬁﬁﬂﬁ‘?

For the year ended 31 March 2021 # = —F=H=+—H
—fszﬂ ﬂﬂ'fﬁﬂk(i”
BfsE -

As at 31 March 2020, the Group’s bank loan was secured by:

(i)  the mortgage over a property provided by a related
company, Fortune Dragon Investment (HK) Limited
("Fortune Dragon”) which is held by Mr. Yip Siu Lung, the
nephew of Mr. Yip Kwong Cheung and Ms. Yip Wing Wai,
the daughter of Mr. Yip Kwong Cheung as at 31 March
2020; and

(i)  the personal guarantees from Mr. Yip Kwong Cheung, Ms.
Kwan Chui Ling and Mr. Yip Siu Lung

The pledged property and the personal guarantees in relation to
the Group’s secured bank borrowing have been released upon
repayment of the bank borrowing in May 2020.

As at 31 March 2021, the Group's bank loan was secured by:

(i)  a property as owned by Ms. Kwan Chui Ling personally;
and

(i)  the joint and several personal guarantees given by Mr. Yip
Kwong Cheung and Ms. Kwan Chui Ling.

The pledged property and the personal guarantees in relation
to the Group’s secured bank borrowing have been released
and replaced by unlimited corporate guarantees and a Letter of
Undertaking given by the Company in April 2021.

Certain key management insurance contract with a carrying
amount of approximately HK$4,350,000 (2020: Nil) was pledged
to secure certain bank loans granted to the Group.

Except for a bank loan which is denominated in United States
dollars, all borrowings are in Hong Kong dollars (2020: All bank
loans were denominated in Hong Kong dollars).

@ M-T-—F=A=+—H AKER
TTEFRA TS BIEER

() BBARFERE(ESE)BRAA
(T#8E ) (R AR HEEFLENE
FEKEAERE  MR_ZF_FF
ZA=t+—BHAEEFEENKEE
KREBREHB)RENYERL &

(i) FEFELE  BRWLTIRIEKES
AEREAYELASEAR

R-Z_ZFAAERRBTENRR - BH
REBFEIPRITEROEEAYERE
AFEIRT HRRER

by M-E-_—F=ZA=+—H KXEEKNIR
TEFUAT S EEERR

(i) FBRRLTEAEENDE R

(i) FEFAEMBREZTRHEMLR
KR EALELR -

ERASEAEMRTERNSERYE
FAAERERER - YHARAR -F
T FEOAZEHNERCERERIAGEE
A e

() BREIfEX4,350,000/87T( T -F4F : &)
WETEEEEABRBAHEEA MU
BEETASEZETHRITER -

d) BRETFUAETFENRITERIN - AR
FHUABTE(ZEZZF  fIERTE
KB TTETE) ©
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< NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IR E
For the year ended 31 March 2021 # 2 —F=—%#=H=1+—HI-F&E
25. DEFERRED TAX LIABILITIES 25 EEBIEAE
The movements in deferred tax liabilities and assets during the BEREBBEREENFTFRANEBNT :
year are as follows:
Deferred tax liabilities EEFHEAE

Depreciation
allowance in
excess of related
depreciation

HHEETE
WiTERE
HK$'000
FA&T
At 1 April 2019 RZZE—NFWMA—H 3,137
Deferred tax charged to the consolidated FARGEERREMEARGER
statement of profit or loss and other MR ERERIA(MEE11)
comprehensive income during the year
(note 11) 579
At 31 March 2020 and 1 April 2020 R-BE-ZF=A=+—HBRK
—T-_TFMA—H 3,716
Deferred tax charged to the consolidated FANGGE B M EEREE
statement of profit or loss and other HBREEER I (M 5E11)
comprehensive income during the year
(note 11) 1,025
At 31 March 2021 R-ZB=-—-$=ZA=+—H 4,741
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I ERaR Y EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

25. DEFERRED TAX LIABILITIES (continued) 25. EEF B E B @)
Deferred tax assets EEHIBEEE

Impairment of
trade
receivables and
contract assets

B 5 rEWRIE
RENEERE
HK$'000
FHET
At 1 April 2019, 31 March 2020 and RZE—-NFHA—H -
1 April 2020 —ETHF=A=+—AK
—T_TFMA—H -
Deferred tax credited to the consolidated FANFTAGEBR KA EE
statement of profit or loss and other IS RAVEER A (FI7E11)
comprehensive income during the year
(note 11) 369
At 31 March 2021 R-F-_—$=A=t+—A8 369
For presentation purposes, certain deferred tax assets and MEIME ETEERIBEEERAED
liabilities have been offset in the consolidated statement of REREMBARRRAEKE - U TREAEE
financial position. The following is an analysis of the deferred M EIRE T = VR IBAR DT

tax balances of the Group for financial reporting purposes:

2021 2020
—E-—-F —ET-FF
HK$'000 HK$'000
THERT FHT
Net deferred tax liabilities recognised ~ FA4RA BIISAR 3R R FER A AN
in the consolidated statement of REFIBE BEFHE ]
financial position 4,372 36~ T
N
There are no income tax consequences attached to the MERANREERRNREG@HE
payment of dividends by the Company to its shareholders. SHER - F\ NG
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2021 &2 =—F=—F = =+—HIFFE

26. SHARE CAPITAL 26. &7 (@)
A summary of movements in the Company’s share capital is as RRABRAH ST
follows:
Number of
shares of Share
issue capital
ERTROHE [N
HK$'000
FAT
Authorised: EE
At 20 May 2020 (date of incorporation) R=ZE=ZFFH A =+H
with par value of HK$0.01 each (FEfBA S B B &%
(note a) H{E0.0178 T (Fizka) 38,000,000 380
Increase of authorised share capital RZBE=_—F_F+1H
with par value of HK$0.01 each EINSRREE0.0178 T
on 19 February 2021 (note b) SETE R (B 2Eb) 9,962,000,000 99,620
As at 31 March 2021 R-BE-_—f=H=+—H 10,000,000,000 100,000
Issued and fully paid: ERTRAR :
Issue of a new share upon incorporation FAZNA BIFEMAK 218 31T
of the Company (note a) ik (HaEa) 1 —x
Capitalisation issue of shares (note ) &AL EE7TILD (B sEc) 749,999,999 7,500
Shares issued pursuant to the BB G EEBITRG
share offer (note d) (BzEd) 250,000,000 2,500
As at 31 March 2021 R-E-_—f=HA=+—H 1,000,000,000 10,000
* Less than a thousand Hong Kong dollars. * L181,000/8 7T ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS ISR RMEE

For the year ended 31 March 2021 &2 —F——#=-H=+—H

26. SHARE CAPITAL (continued)

Notes: (continued)

(a)

The Company was incorporated on 20 May 2020 with an initial
authorised share capital of HK$380,000 divided into 38,000,000
shares at par value of HK$0.01 each.

Pursuant to the authority given by the resolution of the sole
shareholder of the Company on 19 February 2021, the authorised
share capital of the Company was increased from HK$380,000
divided into 38,000,000 shares with par value of HK$0.01 each,
to HK$100,000,000 divided into 10,000,000,000 shares with
par value of HK$0.01 each, by the creation of an additional
9,962,000,000 shares.

Pursuant to the resolutions in writing of the shareholder of
the Company passed on 19 February 2021, the directors were
authorised to allot and issue a total of 749,999,999 shares
credited as fully paid at par to each of the holders of the
Company’s shares whose names appear on the register of
members of the Company at the close of business on 19 February
2021 in proportion of their shareholdings by way of capitalisation
of the sum of HK$7,499,999.99 standing to the credit of the
share premium account of the Company.

The Company’s shares were listed on the Main Board of the
Stock Exchange on 11 March 2021 and 250,000,000 ordinary
shares at par value of HK$0.01 each were issued on 11 March
2021 in connection with the listing of the Company’s shares on
the Main Board of the Stock Exchange at a subscription price of
HK$0.54 per share. Among the proceeds from the issue of new
shares, before issuance expenses of HK$22,355,000, amounting
to HK$135,000,000, HK$2,500,000 and HK$132,500,000
were credited to issued share capital and share premium of the
Company, respectively.

There was no authorised and issued capital as at 31 March 2020
since the Company has not yet been incorporated by that time.

26. IRZAS )

BifeE : ()

(a)

2020/21 EEHE o

AABR=ZZT-_ZTFRA= JrEITFFHﬁX
S fI5A VA E IR AN 380,000 7T © H A
38,000,0003% FAREE0.017ETTHIARD ©

BERAARE-—BRRERR-_T-_—F_A
THBERERE FORE - BiBEEHE
419,962,000,000% B 15 » ANA RIAE AR AR
£ 380,000 7T (% 438,000,000 % & f%
{B0.01% T2 B& 15 ) 3 2 100,000,000 7T
(% 710,000,000,000 4% I E{E0.0178 7T
ZRD) o

BEARGBRRR-TE=—F= H+n5
BEMNEMASE  ESEREBAA
Hﬁ@iﬁ?&fgﬁﬁlﬁiTE’]LE§§E7,499,999.995’§
TEATER  BEUARR_ZT=_—F_A8
THELERMBERBEZIARRRES
ME AR ARG FE AREFREL fIf
B 5 31T A +£749,999,999 % H2 H {E A BRI
Y AR HIRRG -
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BERFTER BT I B AR B R {5 7 B
REFERETMR-_ZE-_—F=A+—
=i ?éfhiﬂxﬁﬁo 0178 JT #9250,000,000
%jEjl: wuﬁﬁﬁ%lHXﬂXfﬁo 54/%73 °©
?éﬁ%ﬁﬂxﬁﬁ’]ﬁﬁ?—%ﬂlﬁqﬂ (MBREITHRX
22,355,0007% 7T Bl ) #9 135,000,000 7T *
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B SRR IR

For the year ended 31 March 2021 B2 —F ——F =H=+—HI FE

n‘l-K

27. RESERVES

The Group

The amounts of the Group’s reserves and the movements
therein for current and prior years are presented in the
consolidated statement of changes in equity.

The share premium represents the difference between the
par value of the shares issued and the consideration for
the share offer and capitalisation issue.

28.NOTES TO THE CONSOLIDATED

STATEMENTS OF CASH FLOWS
(@) Major non-cash transactions

During the year ended 31 March 2020, final 2019
dividends declared of HK$12,000,000 and interim 2020
dividend of HK$9,000,000, respectively, were settled
through the current accounts with a director.

During the year ended 31 March 2021, the consideration
of HK$644,000 for the acquisition of an item of property,
plant and equipment was satisfied by a prepayment made
in the prior year.

During the year ended 31 March 2021, the consideration
of HK$1,260,000 for the acquisition of items of property,
plant and equipment was satisfied by the proceed from a
disposal of an item of property, plant and equipment with
a trade-in arrangement.

27. #1&
REE

AR BN B
BEENGARABDRES) -

Betn st (B 48 B 1T A0 /9 m (B B2 A
BEREMEBITREZMER -

28. ZEBERERME

G)EE#EQQE

HE TFE=ZA=Z+—HLHF
= E %IJE/IEEU_T JLEF RERRE
512,000,000/ Lk =T =T F
fi% £.9,000,000/8 L B & B LS HHE
XEE)E' /ﬁ°

BHE-_Z-_—F=ZA=t+—HIHF
B WEwE - BERREEEOR
8644,000/8 LE A _E—FEMTERK
=D

BHE-_Z-_—F=ZA=t+—HILHF
B WEWE - BERREEEOR
81,260,000 TE R —THEE B
(LEYE  BMERREEBMER
TH) St e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I ERaR Y EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

28. NOTES TO THE CONSOLIDATED 28.&Z6HBEeRERXMTwW

STATEMENTS OF CASH FLOWS (continued) .
(b) Changes in liabilities arising from financing (b) BMEEHTELENEERD

activities

Interest-
bearing
bank and
Lease other
liabilities borrowings
STESRITR
HEESE HAibEm
HK$'000 HK$'000
FHT FHT
At 1 April 2019 RZE—NFMA—H 1,297 3,000
Changes from financing cash flows B & IR &K EE B (593) -
Lease commencement recognition  FI#ATH EFER 432 =
Interest expenses MERX 39 =

Interest paid classified as operating D fBA&LR S HENEFIE
cash flows (39) -

At 31 March 2020 and 1 April 2020 R=ZE-—FF=A=1+—HK

—E-TFA—H 1,136 3,000

Changes from financing cash flows B &R &R EE B (611) 14,848
Interest expenses ﬂ BRI 33 -
Interest paid classified as operating D 3EALER S HRENB AT E

cash flows (33) -
At 31 March 2021 N-—E-_—F=H=+—H 525 17,848

(c) Total cash outflow for leases (c) HERSRHAR

The total cash outflow for leases included on the HenekeEnNHEEReRHeE /\\7/
statement of cash flow is as follows: wr ‘

2021 2020 | “ﬁ\‘ﬂ

—B--fF —BFF all

HK$°000 HK$'000 I
TR BT lﬂ

Within operating activities N SEVET I ™
Within financing activities REEEEA 611 593

4,309 4,043
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

nﬂ-\

For the year ended 31 March 2021 ZZ —

29.

30.

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

Bt ¥ # R Bl 5E

—F=A=1—HILFE

COMMITMENTS

The Group had the following capital commitments at the end
of the reporting period:

29. &iE

RmERR - REEE TIEAELE

Contracted, but not provided for: EETABE AR

Property, plant and machinery M - BB B - 5,796
CONTINGENT LIABILITIES 30. KAREE

At 31 March 2021, the Group did not have any significant R-ZE-_—F=ZA=+—H AEETE

contingent liabilities.

At 31 March 2020, the Group provided a corporate guarantee
in relation to a bank facility granted to a related company,
Fortune Dragon, and the bank facility was utilised in amount of
HK$7,594,000 by Fortune Dragon. The Group did not hold any
collateral or other credit enhancements over the guarantee.
On 2 June 2020, the Group and the bank entered into an
agreement to release the corporate guarantee in relation to the
bank facility granted to Fortune Dragon.

At 31 March 2020, the Group provided a corporate guarantee
in relation to a bank facility granted to Ms. Yip Wing Wai and
the bank facility was utilised in amount of HK$3,589,000 by Ms.
Yip Wing Wai. The Group did not hold any collateral or other
credit enhancements over the guarantee. On 2 June 2020, the
Group and the bank entered into an agreement to release the
corporate guarantee in relation to the bank facility granted to
Ms. Yip Wing Wai.

As at 31 March 2020, the Group had been involved in a
number of claims, litigations and potential claims against the
Group in relation to work-related injuries and non-compliances.
The directors of the Company were of the opinion that such
claims were well covered by insurance and would not result in
any material adverse impact on the financial position or results
and operations of the Group.

EREARAEE -

R-ZE-_ZEF=ZFA=+—H AEEHKE
F—HEB AR EREZRITEHERE QT
ER HREEFHBITEET,594,000%8
T o AEEN L E R A AR
SEMERRAYR R_E_ZTFA
ZH - NEEEBITA L BEAERE T
FEREIRTTRA A FERARI A BIFELR o

R-ZZB-_TF=-ZA=+—8 ~XEEH
FARTEXKELXTHRTRERHR
AER MEXBXIEHARTHE
3,589,000/8 7T ° NEE W ERZERTAE
ERERREMEREA DR - R=F
“TEXNAZR  AEERRTE L
DR TEXBRLRITBEMRBOR
AR ©

R-ZZF_TF=ZA=1+—H AKE—H
EPRITERITEREAEEIELEN — K
IR - FRRBERR - KAAREFR
7~ BRREBNMRR O AREE -
BAKENP BN ARG ML ERBKE
AIEATHFE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS ISR RMEE

For the year ended 31 March 2021 B2 —E ——F =H=+—H

31. RELATED PARTY TRANSACTIONS

(a)

(b)

(9]

Outstanding balances with directors

Details of the Group’s balances with a director are
disclosed in note 20 to the financial statements.

Other transactions with related parties

Certain guarantees were given by Mr. Yip Kwong Cheung
and Ms. Kwan Chui Ling in favour of the banks in respect
of banking facilities and lease arrangement granted to the
Group. Further details of the transactions are included in
note 15(b) and note 24(a) to the financial statements.

In the prior year, the Group provided corporate
guarantees to a related company of HK$7,594,000 and to
Ms. Yip Wing Wai of HK$3,589,000. On 2 June 2020, the
Group and the bank entered into an agreement to release
the corporate guarantee in relation to the bank facility
granted to a related company and Ms. Yip Wing Wai.
Further details of the transactions are included in note 30
to the financial statements.

Compensation of key management
personnel of the Group

The compensation of key management personnel of the
Group for the year represented the directors’ emoluments
as disclosed in note 9 to the financial statements.

1. AR5

(a)

(b)

(9]

2020/21 EEHE o

HEEZRFELR
AEBEESNEHFBRYBRE
B EF209% 35 o

BEEBL 2 RS

EEFLTERBEZRZLIERETAE
SEMNRTHEREETHRA @R
TREETER FEAXSINE—F
S 15 3P0 B 75 ¥ 2% B & 15(b) K M &
24(a) °

RE—FE  ANEER—[EHEEA
IRHE KR B PEIRE 7,594,000 TC
AR AZEKE LT IREADQFIERE
3,589,000/ - RZE_ZF A
B - ANEEERITE] L35 AR %
F—EEBA R REKELLTRITH
BEREANDRIER - BERSH#E—
R IBE R I REMFE30

AEEXEEEASHNHE

RERREBETEEEABNMESIE
TS RRIEIFTREBENEETNE
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For the year ended 31 March 2021 2 —F - —#=H=+—HIL F/Z

32. FINANCIAL INSTRUMENTS BY CATEGORY 32. RERNETHNEMT A

The carrying amounts of each of the categories of financial RE\ESRR SFheRmIANEEAER
instruments as at the end of the reporting period are as TF &

follows:

Financial assets

TRMEE

Financial
asset at
fair value
through

Financial
assets at
amortised

profit or loss cost

BROVE  REBHERE

FTAREN TR
EREE ERMEE Mt
HK$'000 HK$'000 HK$'000
FERT FERT FER

B 5 RWIA - 5,936 5,936
SEATEM TR Rk E H)

Trade receivables
Financial assets included in

prepayments and deposits SRIEE - 6,536 6,536
Financial asset at fair value BATERT AR

through profit or loss CRIEE 4,350 - 4,350

Cash and cash equivalents Be MR EED - 107,649 107,649

4,350 120,121 124,471

Financial

assets at

amortised

cost

RHESHR AR

T2

HK$'000

F#T

Trade receivables B 5 REWEIE 10,397
Financial assets included in FTATENRIERIESH

prepayments and deposits CREE 186

Due from a director B EERIE 7

Cash and cash equivalents Be MRS EEY 15,052

25,642
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I ERaR Y EE

For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

32. FINANCIAL INSTRUMENTS BY CATEGORY 32. ZERIEsHWERM I AEm@m

(continued)

Financial liabilities cRBE

Financial liabilities
at amortised cost

REBHERATENERMAE

2021 2020

b —E_TF

HK$'000 HK$’000

TExT FHT

Trade and retention payables B O RMNRIBRENTIRRES 23,183 18,825
Financial liabilities included in accruals — &F AJERT 2 A K& EAbRE(T

and other payables HIENEREE 1,231 2,283

Interest-bearing bank and other FTRIRTT REABIER

borrowings 17,848 3,000

Lease liabilities HEAE 525 1,136

42,787 25,244

33. FAIR VALUE AND FAIR VALUE HIERARCHY 33. 2R T EWNAFEEAFEER
OF FINANCIAL INSTRUMENTS

The carrying amount and fair value of the Group's financial AEEzemIT A(EEREAMESEMENT
instrument, other than those with carrying amounts that BEEGEZERITARIN ZEEAERATE
reasonably approximate to fair values, are as follows: mr

As at 31 March 2021 R-ZE-—H=HA=+—H

Carrying
amount Fair value

SREE

HK$"000
TR

THMEE
Financial asset at fair value AT ET AR

Financial asset

through profit or loss SEEE 4,350 4,350 SO
| N
The Group did not have any financial asset measured at fair REBR-_ZTF=A=1— EIEEEIJ(E
value as at 31 March 2020. BRATEFENERNERMEE -
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33. FAIR VALUE AND FAIR VALUE HIERARCHY

OF FINANCIAL INSTRUMENTS (continued)

Management has assessed that the fair values of trade
receivables, cash and cash equivalents, balances with a
director, financial assets included in prepayments and deposits,
trade and retention payables, financial liabilities included in
accruals and other payables and guarantees given to banks in
connection with facilities granted to related companies and Ms.
Yip Wing Wai approximate to their carrying amounts largely
due to the short term maturities of these instruments.

The Group's finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The finance manager reports directly to the chief
financial officer and the audit committee. At each reporting
date, the finance department analyses the movements in
the values of financial instruments and determines the major
inputs applied in the valuation. The valuation is reviewed and
approved by the chief financial officer. The valuation process
and results are discussed with the audit committee twice a year
for interim and annual financial reporting.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged
in a current transaction between willing parties, other than
in a forced or liquidation sale. The following methods and
assumptions were used to estimate the fair values:

The fair values of lease liabilities and interest-bearing bank
and other borrowings have been calculated by discounting
the expected future cash flows using rates currently available
for instruments with similar terms, credit risk and remaining
maturities, and were assessed to be approximate to their
carrying amounts. The Group’s own non-performance risk for
interest-bearing bank and other borrowings as at 31 March
2021 and 2020 was assessed to be insignificant.

The fair value of a key management insurance contract
classified as a financial asset at fair value through profit or loss
is based on the account value less surrender charge, quoted
by the vendor. The directors believe that the estimated fair
value resulting from the valuation technique, which is recorded
in the consolidated statement of financial position, and the
related change in fair value, which is recorded in profit or loss, is
reasonable, and that they were the most appropriate values at
the end of the reporting period.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2021 82 —F =——#=H=+—HIFFZF

3B.EMTANAFERAFEER

(%)

ERECHREZRKIA RekRE
EEBY  HEENER  FAENTKER
BREMTREE BIRNRBERENT
BRES AR ERREMENKIEA
MEBBENAMARTHEBARREKS
@ ERRTRENERN A FER
HREERES  TESANZFIANE
HR®AE -

AEBMBEHMEABMBLERE  AEE
ELRTAXFEAENRRENER - B
BREEEANMBREREXZESR
FoRBHREEH  MBHFIONERT
AMEBEEESYEEHETRERANEIZEH
ABE - HEAMBRERZNILE - &
EREERGERABEZZEGEFETMR
Afam o AMEREI N SRR TSR o

CREERBBZATEFABRERA
REMR 5 (BEBRFERI) M
ZTEMBZEE - et R FEERAT
TERRR

HEBEERTERTEREMERNAFE
TR EREREUER EERBR G T E
HHMTEB AR SMFI RS EIBEAR K
Remest8  UAGHAEAEKmMENR
B ARBERZZE_—FRZZ_TF=
A=+— BN BRITREMERTREL
BT E A TEX °

DR/ AFEFABRRSZEMEENT
ZEEABRBREDZAFHETIEREKR
EERERER(HHERRE)FTE - &
EHRE - UWAERMEE 22 FEGH
ABGAMBRRE) kR EZ HEZ
GtABm)RAE  XARBERRZ
RO EEE -
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33. FAIR VALUE AND FAIR VALUE HIERARCHY 33.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M ISR R EE

For the year ended 31 March 2021 # 2 —F—-—#=H=+—H

OF FINANCIAL INSTRUMENTS (continued)

Set out below is a summary of significant unobservable inputs
to the valuation of financial instruments together with a
quantitative sensitivity analysis as at 31 March 2021 and 2020:

Key management insurance
contract classified as a financial
asset at fair value through profit
or loss

DRRRAFEFABRZ
TREENTIEEEAER
RERE 4

Valuation
technique

fhERM

N/A

NiE R

Significant
unobservable
input
BARH
BERAE

Account values

RFEE

Surrender Charge

RIRER

SMTANAFERIFERR
(&)
TERISBTAGFER B -—FR—

E_RE-_A=+—HZEATAEEH
ANEEFREEFREDITME

Sensitivity of
fair value to
the input
DEY
BWABEZHRBE

HK$5,169,000 5% (2020: Nil)
(2020: Nil) increase (decrease)
in account values
would result in
increase (decrease)
in fair value by
HK$259,000
(2020: Nil)
5,169,000 MRPEME LA
(ZE=Z=F: (Tf5¢)5%
") (ZZ=ZF : 8|)
1B AT E
(TB¢)259 00077
(ZZ=ZF : |)

HK$819,000 5% (2020: Nil)
(2020: Nil) increase (decrease)
in surrender charge
would result in
decrease (increase)
in fair value by

HK$41,000

(2020: Nil)

819,000/87L RRERLEFA

(ZZE=_=F: ("FB&)5%
=) (ZZE=ZTF  |)
%%ﬁﬁ$ﬁt%i

(FF&)41,0008mT

(ZF=FF  |)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO IF R R EE

For the year ended 31 March 2021 2 —F - —#=H=+—HIL F/Z

33. FAIR VALUE AND FAIR VALUE HIERARCHY 33. €@ TANAFERAFERER

OF FINANCIAL INSTRUMENTS (continued)
Fair value hierarchy

The following table illustrates the fair value measurement
hierarchy of the Group's financial instrument:

Asset measured at fair value:
As at 31 March 2021

(#&)

N EER
THREMAEESHTAZ AFEFZEE
A

BRAFETEZEE
R-E-—F=F=+—H

Fair value measurement using

HEATEREA

Quoted
prices in
active
markets
(Level 1)
RIERT S
ZHE
(E14R)
HK$'000
FEx

Significant
observable  Significant
inputs inputs

(Level 2) (Level 3)

BEXRAEE BX

WAE BWAE
(5H24R%) (5534R) st
HK$'000 HK$'000 HK$°000
FEx FEx FEx

Financial asset at fair value XA F (AT ABzEH
through profit or loss CEEE -

- 4,350 4,350

The movement in fair value measurement within Level 3 during
the year ended 31 March 2021 is as follows:

RE-T-—F=A=+—AILEE  H3
BANATFEHEEHNT -

HK$°000
FRT

At 1 April 2020 R-ZZE_ZFWA—H -
Purchase BE 5,414
Total losses recognised in profit or loss RIBEER R EI8 4858 (1,064)
At 31 March 2021 W_TE-_—F=A=+—H 4,350

The Group did not have any financial liabilities measured at fair
value as at 31 March 2021 and 2020.

During the year, there were no transfer of fair value
measurements between Level 1 and Level 2 and no transfers
out of Level 3 for both financial assets and financial liabilities
(2020: Nil).

RZEZ—FR_F_TF=A=+—
B AEEVETMAZATETFENEE
BfE-

FA cHEERCHABEFIREFEIR
NN EE2HTEER - F3IRNES
H((ZEZTF &) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. FINANCIAL RISK MANAGEMENT

ARE ﬁﬁﬁﬁﬂﬁﬁ

For the year ended 31 March 2021 &2 —F——#=-H=+—H
34. £RIEMEE B ERBUR

OBJECTIVES AND POLICIES

The Group’s principal financial instruments include cash and
cash equivalents, trade receivables, deposits, balances with
a director, trade and retention payables, financial liabilities
included in accruals and other payables, interest-bearing bank
and other borrowings and lease liabilities.

The main risks arising from the Group’s financial instruments
are interest rate risk, credit risk, liquidity risk and market price
risk. The board of directors reviews and agrees policies for
managing each of these risks and they are summarised below.

Interest rate risk

The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s bank and other
borrowings with floating interest rates. The interest rates and
terms of repayment of the Group’s borrowings are disclosed
in note 24 to the financial statements. The Group’s policy is
to obtain the most favourable interest rates available for its
borrowings. Management monitors interest rate exposure and
will consider hedging significant interest rate exposures should
the need arise.

The following table demonstrates the sensitivity to a reasonably
possible change in interest rates at the end of the reporting
period, with all other variables held constant, of the Group's
profit before tax (through the impact on floating rate
borrowings).

As at 31 March 2021 R-ZZBE-_—F=A=+—H
Hong Kong dollar BT
Hong Kong dollar T
As at 31 March 2020 R —E_FTF=A=+—H
Hong Kong dollar BIT
Hong Kong dollar BT

The change in interest rates at the end of the reporting period,
with all other variables held constant, has no impact to the
Group's equity excluding retained profits for the years ended
31 March 2021 and 2020.

2020/21 EEHE o

AEENEIESRTABRRERRESE
BY  BHREFE BE  HEENG
B BIERNFRAMENTERES &
AEHERREMEMNRENSREE
ARRITEREMERALRBERE -

Kﬁlﬁﬁﬁlﬁﬁﬁﬁimixﬂﬁﬁﬁﬂ

JE] 78 ;fﬁ - mEBESRRETISE

TDJ_U&A %Aﬁﬁ&ﬁ%maﬁxlﬁﬁﬁg
WHIBGR - WL T o

MR ER

A B FrE R TIZN RSB ERE 2 H
AEBRF BN EF B ZR/RITREMERK
B o AERE B RO R R R E
R MR E24 - AERBEZ BRI E
ERRBAF2RBNNE - EHEEER
ﬂfﬂ I%Fﬁm%%%?ﬂﬁéﬁﬂ
R o

Ti’%%@ﬁllﬁ’\#&iﬁﬂiﬁﬁﬁﬁﬁﬁﬁm“E'f%h
BHERT - AEERTATGH CRE S

/ﬁbﬂ SERGOEZ R RS s S £0)
HBRE -
100 (179)
(100) 179
100 (25)
(100) 25

RIBEEMBEERFIZOBERT @ WM&
ER o 74) 2 528 B 34 7 £ [ O A 2 N SR A K
ERAFE  ETEREE_T_—Fk_
ZTE=A=+—HILFENREEN o
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For the year ended 31 March 2021 ZZ —

Bt ¥ # R Bl 5E

—F=A=1—HILFE

3. FINANCIAL RISK MANAGEMENT

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

OBJECTIVES AND POLICIES (continued)
Credit risk

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, trade receivables,
contract assets, financial assets included in prepayments and
deposits, financial asset at fair value through profit or loss
and an amount due from a director, arises from default of the
counterparties, with a maximum exposure equal to the carrying
amounts of these instruments.

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that only well-established
customers will be considered for open account terms and the
approval of credit terms is subject to stringent credit check
procedures. In addition, receivable balances are monitored on
an ongoing basis and the Group’s exposure to bad debts is not
significant.

Further quantitative data in respect of the Group’s exposure to
credit risk arising from trade receivables are disclosed in note
18 to the financial statements.

The Group has applied the simplified approach to providing for
impairment for ECLs prescribed by HKFRS 9, which permits the
use of the lifetime expected loss provision for impairment of
all trade receivables and contract assets. To measure the ECLs,
trade receivables and contract assets have been grouped based
on shared credit risk characteristics and the days past due. The
ECLs also incorporate forward-looking information.

All the current portions of the other receivable balances are
expected to be recovered or recognised within one year.

34. SRR EEBE

= R BUR @)

EERB
AEBEMEREE(REReRASEE
Y BHRWEIE  60EERTAEN
HERZEHESBEE  BAFEFAR
EHNeRMEENRERESHIBE)NEER

BB E HEL  mARBRAEBERZ
\IEM%E@

AEEEEBERFAMEERINE=TE
IR - REAKEOBER - EZERE
BRNEFFPRAREER - AEEHRREAK
BEBHEERSE - TIREE o 1IN FF
BEREWHIRLR - MASEHERAE
FRERY AEK o

BRAAKEAZREEZGRKKAZEE
Rz e — P E EBIER BN M B REN
FE18°

AEERATEYHREER LIRS
R TDER B RE BB R IE LR ER
- REAMAFHMBEZRKFIARE
MEERERBEHNEREERE - 5
AAEEMEERE  BHREFARED
BECRENGEERREE &AM RE
ETHME - B EEERITESMEESR
o

H A fE W SRR A R e P B BN A BE 50 TR &t %
R—F AU E SR o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Maximum exposure and year-end staging

The table below shows the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy,
which is mainly based on past due information unless other
information is available without undue cost or effort, and
year-end staging classification as at 31 March. The amounts
presented are the gross carrying amounts for financial assets.

3. FINANCIAL RISK MANAGEMENT 34.2REAMRETEEELERE®

EER K@

RAE R FAREER
TREBINR=A=+—HEREFEEEE
BRNEELERBEAEERR(EZER
BEEN  RIFBANHBZRAKIES
BDRESE AR5 E Bllam) A R RE
B -2 cEATREENAERR
3 -

12-month
ECLs
1288
BHEE Lifetime ECLs
E#8 2HRBEEER
Simplified
Stage 1 Stage 2 Stage 3 approach Total
gz — Regr= = 6923 @t
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
TEx FEr FiEn TEr FEr
As at 31 March 2021 R-BZ-f
=ZA=t+-H
Contract assets* BHEE - - - 122,473 122,473
Trade receivables* B SRR - - - 6,014 6,014
Financial assets included in SABRATER
prepayments and deposits REMEREE
- Normal** =MER™ 6,536 - - - 6,536
Financial asset at fair value RATEGABEN
through profit or loss PHEE 4,350 - - - 4,350
Cash and cash equivalents ReRBHLEEY
— Not yet past due —HARBE 107,649 - - -
118,535 - - 128487
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IR E
For the year ended 31 March 2021 2 —F - —#=H=+—HIL F/Z
34.FINANCIAL RISK MANAGEMENT 34 ¢@EREEAERBE@®

OBJECTIVES AND POLICIES (continued)

Credit risk (continued) EER K@

Maximum exposure and year-end staging RARBER FEREE &)

(continued)

12-month
ECLs
12184
BHEE Lifetime ECLs
B8 2HREEEER
Simplified
Stage 1 Stage 2 Stage 3 approach Total
FEE— PEER= BE= [l &5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TR THT THT THT
As at 31 March 2020 R-Z-ZF
=R=+-H

Contract assets* BREE" - - - 56,695 56,695

Trade receivables* B SRR - - = 10,397 10,397

Financial assets included in FTABRAFER

prepayments and deposits REREREE
— Normal** —IEE** 186 - - - 186
Due from a director EREEHIE
— Not yet past due —HARBE 7 - - - 7
Cash and cash equivalents ReRBFEEEY
— Not yet past due —HARBE 15,052 - - - 15,052
15,245 - - 67,092 82,337

*  For contract assets and trade receivables to which the Group * BEAEEBHERERAGLENEGLD
applies the simplified approach for impairment, information BEREHRWGHIE  ERENBXRIT
based on the probability of default is disclosed in notes 17 and B E RS RIS R M 517 SR 1812 5. ©
18 to the financial statements, respectively.

**  The credit quality of the financial assets included in prepayments > fEFAENRERESN S A E AR
and deposits is considered to be “normal” when they are HEMEENRASRERE B VL HERIA
not past due and there is no information indicating that the RIEEREBAELN - AEEEEZER
financial assets had a significant increase in credit risk since initial AIEFE] -
recognition.
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RS ISR RMEE

For the year ended 31 March 2021 B2 —E ——F =H=+—H

OBJECTIVES AND POLICIES (continued)
Credit risk (continued)

Since the Group trades only with recognised and creditworthy
third parties, there is no requirement for collateral. The Group
had certain concentrations of credit risk as the trade receivables
in terms of the following percentages were due from the
Group's largest external customer and the Group's five largest
external customers out of the Group’s total trade receivables:

Due from the Group'’s largest FEW AR E &K
external customer SN P RRIE
Due from the Group’s five largest ERAEER KR
external customers SN KA

3. FINANCIAL RISK MANAGEMENT 34. 2REREEREENBEE@®

EER K@

HRAREEEERAIMEERTINE=
TETRS - Rt BARKERR - AT
IR R ARERAINEES R AKHE
AXRINBEFEZREFARAEEE S
EUKRAENE DL - A AKEHER
ETEERTRAR :

88 =

929 69

Liquidity risk

The Group monitors its risk to a shortage of funds using
a recurring liquidity planning tool. This tool considers the
maturity of both its financial instruments and financial assets
and projected cash flows from operations.

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of bank
and other borrowings and funds generated from operations.

RENE 2 EER
AEERBERAERADESRETAR
RESERAR - ZTAMREMIAR
SRAENZIHAKEERLRBEA -

AEEN B R BB ERRITREAMER
UEREMBESRFESNFEEEE
JEMEEY A o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B A SRR GE

For the year ended 31 March 2021 &2 =—F=—F = =+—HIFFE

3. FINANCIAL RISK MANAGEMENT 34.2REAMRETEEEEKRE®m
OBJECTIVES AND POLICIES (continued)

Liquidity risk (continued) REESRER @
The maturity profile of the Group’s financial liabilities as at RBEEHR  AEESREBEERGOR
the end of the reporting period, based on the contractual and RAGRA KA E BB R T -

undiscounted payments, is as follows:

Less than  More than

On demand 1 year 1 year Total
RER DPR—F —FlE st
HK$°000 HK$°000 HK$°000 HK$°000
FTERT FTERT FTERT FTERT
As at 31 March 2021 R-EBE-——F
=A=+—H
Trade and retention B SN RIA R
payables BN TRERRES 23,183 - - 23,183
Financial liabilities STAESERA K
included in accruals H At e FRIERY
and other payables EEEE 1,231 - - 1,231
Interest-bearing bank FTEERIT R EABIEFK
and other borrowings - 14,965 3,144 18,109
Lease liabilities HEAE - 345 200 545

24,414 15,310 3,344 43,068

Less than More than

On demand 1 year 1 year Total
REk PR—F —FE “REt
HK$'000 HK$'000 HK$'000 HK$'000
FHIT FHT FAT FAT
As at 31 March 2020 R-ZZE_ZTF
=EH=—E
Trade and retention Z ZENFIER
payables FER TIRIRFE 18,825 = = 18,825
Financial liabilities FTAERTER R
included in accruals HAbFERFRIE
and other payables WERAaE 2,283 = = 2,283
Interest-bearing bank FTERITR
and other borrowings EAb &K 3,156 = = 3,156
Lease liabilities HEBE = 644 545 1,189
Guarantees given to IR T AR &
banks in connection kBT
with facilities granted & AR TIR M
to related companies BIHELR
and Ms. Yip Wing Wai 11,183 - - 11,183

35,447 644 545 36,636
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OBJECTIVES AND POLICIES (continued)
Market price risk

3.FINANCIAL RISK MANAGEMENT 34. £riEKREERHE

ARE ﬂi%#ﬁ%%ﬂﬁ?

For the year ended 31 March 2021 &2 —F——#=-H=+—H
= & BUR m)
TS E R R
rh%f & B\ fx 75 B 7 B R 38 BOK S K (R 1

Market price risk is the risk that the fair values of equity
securities decrease as a result of changes in the levels of equity
indices and the value of individual securities. The Group is
exposed to market price risk arising from key management
insurance contracts classified as financial assets at fair value
through profit or loss (note 16) as at 31 March 2021.

The following table demonstrates the sensitivity to every 5%
change in the fair values of the key management insurance
contracts with all other variables held constant, of the Group’s
profit before tax and the Group’s equity, based on their
carrying amounts at the end of the reporting period.

FEEEHMERBRAFFZAFET
MZH EA_E:—E*H*Jr =
AEBEBESBEARAFEFABRZNS
REECTEZEEEBABRBREAMEEZ
MISEERER(HFE16) °

Tiuﬁﬁﬂﬁﬁﬁﬁﬁm—f‘“l%#&%xﬁ“ '
EAT @ RERESHRZEEE  AKE

BREADGE M R AR EEEH EREEAR

RGN R EZS%REBNGRE -

2021 —E-—f
Key management insurance contract DERBEAHET ABERT

classified as a financial asset at FEEBABRRBEL

fair value through profit or loss 4,350 218
Capital management BEARER
The primary objectives of the Group's capital management are REBEAREENETEBNEREREE
to safeguard the Group's ability to continue as a going concern REAIR B RS  UAREIRMESR - s

in order to provide returns for the shareholder and to maintain
an optimal capital structure to reduce the cost of capital.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders or return capital to shareholders. No
changes were made in the objectives, policies or processes for
managing capital during the years ended 31 March 2021 and
31 March 2020.

2020/21 EEHE o

%\ ﬁ§$,\\u1%1«‘/(5%{iﬁ;éffﬁﬁ2$°

AEEERE BN  LHEHERE
B AL - ARFRBEEALE - A
£ 0 7T £ B B PR ROR A HO PR SRR
REEA - RBE_B-—F=A=+—
AR-F-TF=A=+—BILFE &
SEE YWY EREANE ) BE LR
IEIE RS -

EBMIBEZERERLA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B A SRR GE

For the year ended 31 March 2021 &2 =—F=—F = =+—HIFFE

35. STATEMENT OF FINANCIAL POSITION OF 35. &AA A BT T
THE COMPANY

Information about the statement of financial position of the RIBERR - BEAARE M EARREKHE
Company at the end of the reporting period is as follows: BT
As at
31 March
2021
R=ZB=Z—F
=A=+-8
HK$°000
TART
NON-CURRENT ASSET FRBEE
Investment in a subsidiary R—EHBATMNEE —*
CURRENT ASSETS REBEE
Due from a subsidiary FEW — KB A RIFIE 48,481
Cash and cash equivalents ReRBLEED 64,151
112,632
CURRENT LIABILITY REBEE
Due to a shareholder JER—BRERFKIA —*
NET CURRENT ASSETS REEEFE 112,632
Net assets FEE 112,632
EQUITY R
Share capital [N 10,000
Reserves (note) e (P aE) 102,632
Total equity fatEm 112,632
*  Less than HK$500. *  {ERR50077T ©
No statement of financial position as at 31 March 2020 is BRARBEEEARTMAN - v ER
presented as the Company has not been incorporated at that N_ZB—FF=R=+—HOPHEHRRE -
time.
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For the year ended 31 March 2021 ##2 —F —-—#=H=+—H

35. STATEMENT OF FINANCIAL POSITION OF 35. &2 BB AR &K @0
THE COMPANY (continued)

Note: 5T
A summary of the Company's reserves is as follows: RRAREEOSENT
Share Accumulated
premium losses Total
BRAHRE ey 2] @it
HK$’'000 HK$'000 HK$'000
T T FEx
Capitalisation issue of shares AR &AM 34T (7,500) = (7,500)
New shares issued pursuant to BERNBEEEET
the share offer AL 132,500 = 132,500
Share issue cost AR B TR AN (22,355) = (22,355)
Loss for the period and total HAEE RSN
comprehensive loss ZHEEERE
for the period = (13) (13)
At 31 March 2021 e 102,645 (13) 102,632

36. APPROVAL OF THE FINANCIAL 36. #t/EBBEE®RE

STATEMENTS
The financial statements were approved and authorised for issue EEgR T F A tAALER
by the board of directors on 29 June 2021. BRERTIMBRE -
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FINANCIAL SUMMARY

gy 21k

For the year ended 31 March
BE=ZA=t—HLEE

2018 2019 2020 2021
—E-N\F =ZE-NF ZZT=TF ZB-—-F
HK$'000 HK$'000 HK$'000 HK$°000
T F&TT F&TT FHx
Revenue I 170,225 272,916 404,825 481,710
Cost of sales SHER A (150,746) (239,692) (352,608) (420,887)
Gross profit EF 19,479 33,224 52,217 60,823
Other income and gains E A R Es 321 1,105 450 4,569
Administrative expenses THAX (2,821) (4,021) (4,157) (7,523)
Fair value loss on a financial IR AF(EH AR
asset at fair value through SREEZNTE
profit or loss E518 - - - (1,064)
Impairment of contract assets & #1& ER{E - - - (2,158)
Impairment of trade receivables & 5 fE G IBRE - - - (78)
Finance costs & AN (164) (181) (195) (289)
Listing expenses WX - - (1,935) (14,267)
Profit before tax BRTE AT F 16,815 30,127 46,380 40,013
Income tax expenses FriS iR > (2,774) (4,971) (7,972) (8,879)
Profit and total AATERFEA
comprehensive income EiEEREFR
for the year attributable ZHERERETE
to equity holders
of the Company 14,041 25,156 38,408 31,134

As at 31 March

R=A=+—H

2018 2019 2020 2021
—E-)N\F ZF-NF ZTTF ZB--F
HK$’'000 HK$'000 HK$'000 HK$'000
T FAT T FHET

Assets and Liabilities EERERE
Non-current assets EMENEE 20,362 26,316 31,795 42,221
Current assets MEBEE 40,635 65,862 83,246 240,447
Non-current liabilities ERBEE 2,704 3,981 4,332 7,551
Current liabilities nE}BE 20,035 24,783 29,887 50,516
Total equity A 38,258 63,414 80,822 224,601

Note: No financial statements of the Group for the year ended 31 March
2017 have been published. The summary above does not form part of
the audited financial statements.

KWONG LUEN ENGINEERING HOLDINGS LIMITED
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