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

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

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

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

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

This report, in both English and Chinese versions, is available on the
Company’s website at www.kml.com.hk.
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Chairman’s Statement
EEHME

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of the Company and
its subsidiaries (collectively the “Group”), it is my pleasure to report the
annual results of the Group for year ended 31 March 2022 (the “Reporting
Period”).

The Group’s revenue for the Reporting Period decreased by approximately
HK$62.2 million, or approximately 27.7% from approximately HK$224.8
million for the year ended 31 March 2021 to approximately HK$162.6
million for the Reporting Period. The Group recorded a gross profit of
approximately HK$44.5 million for the Reporting Period, representing
a decrease of approximately 30.7% as compared with approximately
HK$64.2 million for the year ended 31 March 2021. Net profit of the
Group decreased to approximately HK$7.9 million for the Reporting Period
as compared with approximately HK$32.0 million for the year ended 31
March 2021.

Many projects of substantial value awarded in previous quarters achieved
minimal progress in the final quarter of the Reporting Period. Our
business has been dismally interrupted by the fifth wave of coronavirus
disease 2019 (“COVID-19") as a result of the unprecedented stringent
anti-pandemic measures implemented. Despite the Group has taken all
practicable measures to cope with the challenges, the ongoing outbreak
of COVID-19 has had drastic effect on the whole construction industry
in terms of operational efficiencies and project delivery progress. The
disruption of supply chain, sharp rise in material cost, the workforce
shortage due to isolation of close contacts or illness, the suspension of
works due to the outbreak at project sites, in concert with the additional
costs incurring from the preventive and responsive safety and health
management measures were the key impacts that we cannot ignore. Also,
the Group’s business performance has been adversely affected by an
outflux of competent and qualified staff who will not be easily replaced due
to acute shortage in the market.

Notwithstanding the difficult times, the Group’s steadfast dedication
to expanding our clientele, diversifying our business and grasping
opportunities at the existing and emerging markets through (i) the ongoing
development of our e-Payment technology solutions targeted at retailing
markets and, for that matter, lining up core business partnership pivotal
to e-Payment transacting operation by our newly set up subsidiary during
the Reporting Period; (i) the active participation in tendering projects for
the provision of consultancy services on electric vehicle (‘EV”) charging-
enabling infrastructure (“EVCEI"). The Group also welcomed the news that
the EV-charging at Home Subsidy Scheme (‘EHSS”) will be extended to
year 2028 with an injection of HK$1.5 billion. The Group would continue to
pursue our business in this emerging market and undertake more EHSS
projects which enables the diversification of our business, and contributes
to the long-term sustainability of Hong Kong.
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Chairman’s Statement
TREHRE

In addition, the Group has made significant and satisfactory progress in
numerous development projects which create business opportunities
and increase our operational efficiency and effectiveness; for example, a
cloud-based solution to broadcast the expected but realistic arrival time
of ferries at terminals was successfully launched; the adoption of robotic
technology to dispatch weighty objects to penetrate safely and securely
through public place crowded with passing by pedestrians was put in
service trial; and a mobile application (“Mobile App”) was developed and
launched to facilitate our digitalised safety inspection process.

To attain a healthy and sustainable business development, the Group
committed to maintaining a high standard of corporate governance,
safeguarding the health and safety of our staff, and conversing our
environment. During the Reporting Period, KML Engineering Limited (“KML
Engineering”), a principal subsidiary of the Group, has pledged the
“Integrity Charter” jointly launched by the Development Bureau (DEVB), the
Independent Commission Against Corruption (ICAC) and the Construction
Industry Council (CIC) to promote integrity management and established
a new Integrity Management Policy. We also participated in promoting
Breastfeeding Friendly Workplace campaign. This echoes our endeavor in
providing a caring and inclusive working condition.

The Group is of the view that the general outlook of the business
environment in which the Group operates will be challenging in the coming
year. We will remain vigilant to catch up with the piled-up mechanical and
electrical (“M&E”) engineering projects caused by COVID-19 lock down
in the Reporting Period compounded with supply chain disruption and
inflated costs that are beyond expectation. We will have a major review
to redefine the Group’s business strategic directions adapting to the
unprecedented and multifaceted challenges.

Last but not least, | would like to take this opportunity to express my
sincere gratitude to the relentless support of shareholders of our Company
(the “Shareholders”), investors, suppliers, customers and business
partners. | also acknowledge our staff members for their hard work and
dedication in both favourable and difficult times.

KML Technology Group Limited
Luk Kam Ming
Chairman and Executive Director

Hong Kong, 17 June 2022
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Revenue of the Group for the Reporting Period amounted to approximately AREBRIFE BN KENB1626EEBT((Bx)) (=
Hong Kong dollars (‘HK$”) 162.6 million (2021: approximately HK$224.8 T —4F : #2024 8B EBIT) °
million).

Gross profit of the Group for the Reporting Period amounted to AEBRBEHENEFNOA4458EE T REE-T
approximately HK$44.5 million, representing a decrease of approximately ——F=ZA=t+—HLEFENL642B8EB TR H19.7
HK$19.7 million or approximately 30.7% as compared with approximately BEBTAIZ0.7% °

HK$64.2 million for the year ended 31 March 2021.

The net profit of the Group for the Reporting Period amounted to AEBAREHEANAN N B7TIOBEBE T ZTE=—F:
approximately HK$7.9 million (2021: approximately HK$32.0 million). #32.088%7T) °

The Board recommends the payment of a final dividend of HK2.0 cents EEeEHRMNRS HENRKR TR L ER2.07
per ordinary share for the Reporting Period (2021: HK2.73 cents). ZE—F 2. 738) -

EHNBEBRERAT « ZS-—/Z2FFH 7



Management Discussion and Analysis

BEEN R D

BUSINESS REVIEW
Overview

The Group has been providing M&E engineering solutions and services
in Hong Kong for over 40 years. We are diversifying our businesses
and redefining our businesses in five major segments comprise mainly
the provision of (i) transportation mission critical system solutions; (ii)
mobile ticketing and digital payment solutions and services; (iii) digital
fabrication and maintenance services; (iv) M&E technology solutions and
engineering services; and (v) sales of products, parts and components.
Depending on our customers’ needs and requirements, we provide a full
spectrum of solutions and services covering design, equipment assembly,
supply, installation, fabrication, testing, and commissioning and 7 x 24
maintenance support.

During the Reporting Period, the Group has submitted 355 tenders and
quotations to our customers (2021: 339 tenders and quotations) with 120
contracts being awarded (2021: 135 contracts). As at 31 March 2022,
the Group had outstanding contracts in hand value at approximately
HK$549.8 million (2021: approximately HK$356.5 million) including
approximately HK$331.0 million (2021: approximately HK$154.8 million)
were awarded during the Reporting Period.

Transportation Mission Critical System Solutions

The Group possesses technologies and know-how in the Hong Kong
Transportation Mission Critical System Solutions market and have strong
system integration capabilities. Our comprehensive offerings enable us to
provide our customers with a complete and convenient one-stop solution,
which reduces their operations and management costs and mitigates
the incompatibility risks of different transportation systems. The Group
has extensive experience to the works in relation to the railway signalling,
communication and control system and platform screen door (PSD)
system.

During the Reporting Period, revenue generated from this segment
amounted to approximately HK$34.0 million (2021: approximately
HK$50.2 million), whilst the major projects in progress included:

= provision of platform gap light-emitting diode (“LED”) flashing lights
system for certain railway lines

- installation of optical fibre backbones for communications-based
train control (CBTC) signalling systems in several railway lines

- provision of pedestrian warning system at some hotspot locations
of several light rail stops

- improvement of the signalling power supply network’s reliability of a
railway line

As at 31 March 2022, the total value of outstanding contracts of this
segment amounted to approximately HK$43.6 million.

KMLTechnology Group Limited ® Annual Report 2021/22
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Management Discussion and Analysis

BEEN Wk

BUSINESS REVIEW (CONTINUED)
Mobile Ticketing and Digital Payment Solutions and Services

This segment offers mobile ticketing and digital payment solutions and
services to different sectors in Hong Kong and overseas. The Group’s
capabilities in payment solution adoption of quick response code (“QR
Code”), credit cards, octopus, multiple ePayment including QR Code
and account-based ticketing and fare collection system enabled by credit
cards or Mobile Apps conforming to the EMV specifications have provided
us with increasing numbers of business opportunities as digital payment
and mobile ticketing have been penetrating to our everyday activities.

The major projects in progress during the Reporting Period included:

- replacement and upgrading of automatic fare collection (“AFC”)
gates and ticket issuing machines

- supply and installation of lane equipment for e-Payment System for
Cross Harbour Tunnel

- supply of AFC equipment for Taoyuan Airport MRT
- application of QR Code for Travel on MTR

During the Reporting Period, revenue generated from this segment
amounted to approximately HK$26.3 million (2021: approximately
HK$37.9 million). As at 31 March 2022, the total value of outstanding
contracts of this segment amounted to approximately HK$154.3 million,
including a new major project of upgrading of AFC gates for a railway line
which amounted to approximately HK$34.9 million.

Digital Fabrication and Maintenance Services

This segment mainly offers computerised and advanced maintenance
support services for various systems, terminals and equipment,
including the replacement of parts/components, equipment upgrading
or improvement modification, provision of upgrade and/or replacement
services for both hardware and/or software, testing, and provision of
routine preventive, corrective and workshop maintenance services. During
the Reporting Period, the major maintenance projects included:

- maintenance and enhancement of AFC equipment and security
systems at various railway lines

- maintenance of trackside signalling equipment for a high-speed
railway line

- maintenance of various access control equipment and carpark
system at different premises of a major bank in Hong Kong

During the Reporting Period, revenue generated from this segment
amounted to approximately HK$32.2 million (2021: approximately
HK$40.7 million). As at 31 March 2022, the total value of outstanding
contracts of this segment amounted to approximately HK$42.5 million.
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Management Discussion and Analysis

BEEN R D

BUSINESS REVIEW (CONTINUED)
M&E Technology Solutions and Engineering Services

M&E Technology Solutions and Engineering Services continued to be
the largest business segment of the Group in the Reporting Period in
terms of revenue. lts capabilities encompass design, installation, testing
and commissioning and maintenance of miscellaneous M&E engineering
systems such as railway station M&E engineering services and
architectural works, train-borne systems provisions, trackside and depot
M&E works and different kinds of renovation works. During the Reporting
Period, revenue generated from this segment amounted to approximately
HK$67.8 million (2021: approximately HK$92.9 million), whilst the major
projects in progress included:

- replacement and modification of smoke curtains at two railway lines

- replacement of trackside advertising panels along a railway line and
a railway station

- standardisation of shop signs at a railway line

= refurbishment and replacement of air handling unit (AHU) and
primary air unit (PAU) at various railway lines

- improvement of environmental control system (ECS) at various
railway stations

As at 31 March 2022, the total value of outstanding contracts of this
segment amounted to approximately HK$305.0 million, including:

i) replacement of station lighting with LED technology;
(ii) revamp of trackside advertising panels along a railway line; and

(iii) eleven additional new projects awarded in relation to the EV-
charging at EHSS. EHSS is a government pilot scheme to
encourage and subsidise the installation of EVCEI in private car
parks in order to support the wider use of electric private cars in
Hong Kong. The Group’s role is to provide professional consultancy
services for design and project management of the installation of
EVCEL.

Sales of Products, Parts and Components

The Group sources certain parts and components and sometime
customises certain products to our customers according to their
requirements. We primarily supply railway signalling and AFC related
products, parts and components.

During the Reporting Period, revenue generated from this segment
amounted to approximately HK$2.3 million (2021: approximately HK$3.1
million). As at 31 March 2022, the total value of outstanding contracts of
this segment amounted to approximately HK$4.4 million.
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Management Discussion and Analysis

BEEN Wk

BUSINESS REVIEW (CONTINUED)

During the Reporting Period, e2B Limited, a wholly-owned subsidiary
of the Company has been set up as planned targeting to the ePayment
business. By making use of the knowledge and experience we gained
when carrying out the project at the Taoyuan MRT on the integration
of mobile payment application with QR Code and various contactless
payment method, the Group has lined up with various business partners
including bank and digital payment providers with a plan to take up
broader roles in the ePayment business arena. Apart from the AFC market
which the Group has been focusing, we will further diversify our customer
base by expanding our technology-led business in the retailing market.
Despite the progress has been hindered by the COVID-19 pandemic, the
Group will continue to monitor its development and grasp the opportunity
when it comes.

The impact of the fifth wave of the coronavirus disease

Since the onset of the fifth wave of COVID-19 from the second half
of December 2021 in Hong Kong, various anti-pandemic measures,
including tightened social distancing measures, quarantine, isolation of
close contacts, undergoing compulsory testing as well as working from
home and going out less, were taken place with a view to controlling the
COVID-19 pandemic situation.

These measures have indeed led to the adverse effect on our operational
efficiencies, supply chain, supply of workforce, work progress of the
Group’s projects on hand as well as the cash flows from operation. In
addition, the tendering opportunities and the tender evaluation processes
by the potential customers have been significantly diminished and
slowed down respectively since January 2022. Despite the Group has
taken all practicable measures including the implementation of cost-
control measures and an unprecedented high standard to protect our
staff members’ health and safety, the Group’s business and financial
performance were adversely affected and not satisfying.

Environmental, Social and Governance

The Group acknowledges and commits to bearing the responsibilities of
the environment, social and governance (‘ESG”). During the Reporting
Period, our key initiatives included (i) KML Engineering pledged the
“Integrity Charter” jointly launched by the Development Bureau (DEVB),
the Independent Commission Against Corruption (ICAC) and the
Construction Industry Council (CIC) to promote integrity management; (i)
KML Engineering established an Integrity Management Policy (the “Policy”)
and imposed the Policy on its external providers through contractual
means; (i) all members of the Board and senior management attended
at least one session of anti-corruption training; (iv) the Group allocated
additional resources in safeguarding our staff members’ health and safety
and exercising care initiatives in the difficult times, actions including the
implementation of spilt-team home office arrangement for office staff,
the provision of protective equipment and COVID-19 rapid test Kits,
the deployment of several disinfecting misting machines for daily office
disinfection, the provision of special leave arrangement for vaccinated
staff and/or staff undertaking compulsory testing; and (v) KML Engineering
participated in “Say Yes to Breastfeeding” campaign initiated by the Hong
Kong Committee for the United Nations Children’s Fund (UNICEF HK), in
collaboration with the Food and Health Bureau and Department of Health
in promoting breastfeeding friendly workplace.
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Management Discussion and Analysis

BEEN R D

OUTLOOK

During the Reporting Period, the Group has submitted 355 tenders and
quotations to our customers (2021: 339 tenders and quotations) with 120
contracts being awarded (2021: 135 contracts). Among the 355 tenders
and quotations submitted and 120 contracts awarded, 117 tenders
and quotations and 11 consultancy service contracts were in relation to
the pilot EHSS respectively. Apart from the provision of the professional
consultancy services for design and project management of the installation
of EVCEI, the Group will continue to explore more potential opportunities
including those relating to the upgrade of power system as a result of the
installation of EV chargers; and move on tendering of installation services.
Leverage with our intensive experience and expertise in M&E engineering
solutions and services combined with the reputation in the M&E industry,
we are confident that the Group is in an advantageous position to
compete with its competitors.

In October 2021, the Government announced Hong Kong’s Climate Action
Plan 2050, setting out the vision of vision of “Zero-carbon Emissions e
Liveable City e Sustainable Development”, and outlining the strategies and
targets for combating climate change and achieving carbon neutrality.
On 23 February 2022, the Financial Secretary further announced that an
additional sum of HK$1.5 billion would be made available to extend the
EHSS for four years to financial year 2027-28. The Group is of the view
that the EV market will keep prosperous, the widely adoption of EVs and
their associated supporting facilities would offer numerous opportunities
the Group pursue.

Knowing that the design of new stations of several railway projects
under Government’s Railway Development Strategy 2014 by our major
customer were in good progress and the intention of railway network
expansion to support the Northern Metropolis Development Strategy
which was announced in the 2021 Policy Address, we remain optimistic
about the prospect of the business segments, particularly in relation to the
transportation mission critical system solutions and mobile ticketing and
digital payment solutions and services.

Besides, as the Group has made significant progress in several research
and development (“R&D”) projects, we are envisaging some of the
techniques to develop our products. One of the prominent techniques is
the application of robotic technology to transport coins and banknote vault
through the all-times crowded railway station concourse securely, safely
and no disturbance to the pedestrian public, and to perform repetitive
and tedious human interfacing tests which were usually very manpower
consuming. Application of robotic technology and the internet of things
(IoT) are indeed two of the key elements to realising the vision of Smart
City.

The Group commits to equipping ourselves and excelling in grasping
future opportunities. The upgrade of our M&E workshop together with the
provision of training opportunities to our staff members would facilitate us
to embrace the challenges in the industries we operate. Furthermore, we
would enhance our quality management systems in the software domain,
and we anticipate the ISO 90003 assessment would be conducted within
the coming financial year.

Nevertheless, the continual Omicron outbreak in nearby Asian cities,
together with the declined level of antibodies of Hong Kong residents
over time, the risk of a new wave of pandemic should not be neglected.
The Group will continue to closely monitor the trend of the pandemic and
prepare ourselves to react rapidly to any impact on the Group financial
position and operations.

KMLTechnology Group Limited ® Annual Report 2021/22
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Management Discussion and Analysis

BEEN Wk

OUTLOOK (CONTINUED)

To cope with the challenges ahead, the Group will persist to take all
practicable measures, including streamlining our business processes,
reinforcing cost control, ensuring our resources utilised effectively,
and pursing opportunities in emerging market in order to enhance our
profitability. In the meantime, the Group will make continual effort to
operate our business in a sustainable manner. For the new financial year,
our prioritised ESG works comprise (i) the preparation of ISO 45001
Occupational Health and Safety Management System certification, with the
attempts to demonstrate our commitment to the continual improvement of
the safety management system as well as boost stakeholder confidence
in our abilities to maintain a safe work environment; (i) the enhancement
of cost and operational efficiency for works at height and maintaining the
high safety operating standard simultaneously by purchasing additional
protective outfit, high level work platforms and lifting devices etc.; (iii) the
creation of a brand-new leisure space for our staff members through the
renovation of a designated office area; and (iv) the replacement of fuel-
consuming vehicle with EV by engaging in “One-for-One Replacement
Scheme”.

FINANCIAL REVIEW

Revenue

Revenue of the Group for the Reporting Period amounted to approximately
HK$162.6 million, representing a decrease of approximately HK$62.2
million as compared with approximately HK$224.8 million for the year
ended 31 March 2021. Such decrease was mainly due to (i) major work
progress of significant projects were completed during the year ended
31 March 2021; and (i) projects in hand are at early stage that revenue
recognised is not substantial.

Cost of Sales and Gross Profit

The majority of the Group’s cost of sales comprised (i) material and
equipment; (i) direct labour; and (jii) sub-contracting cost. The cost of
sales decreased by approximately 26.6% from approximately HK$160.7
million for the year ended 31 March 2021 to approximately HK$118.0
million for the Reporting Period. The decrease in cost of sales was
mainly due to (i) the decrease in revenue as discussed above; and (ii)
temporary closure of some project sites in compliance of the COVID-19
anti-pandemic measures. The gross profit of the Group decreased by
approximately 30.7% from approximately HK$64.2 million for the year
ended 31 March 2021 to approximately HK$44.5 million for the Reporting
Period. The decrease in gross profit was mainly due to (i) the decrease of
revenue as discussed above; and (i) a decrease of gross profit margin for
projects during the Reporting Period.
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Management Discussion and Analysis

BEEN R D

FINANCIAL REVIEW (CONTINUED)

Administrative Expenses

The Group’s administrative expenses increased by approximately
2.7% from approximately HK$40.6 million for the year ended 31 March
2021 to approximately HK$41.7 million for the Reporting Period. Such
increase was mainly due to an increase of cost in relation to COVID-19
anti-pandemic measures.

Profit attributable to the owners of the Company

The Group recorded net profit attributable to the owners of the Company
of approximately HK$7.9 million for the Reporting Period (2021: net profit
of approximately HK$32.0 million). The decrease in net profit was mainly
due to (i) the decrease of revenue as discussed above; and (i) the receipt
of financial support from the Government of the Hong Kong Special
Administrative Region in response to COVID-19 pandemic for the year
ended 31 March 2021.

Liquidity, Financial Resources and Capital Structure

Historically, the Group has met the liquidity and capital requirements
primarily through operating cash flows and capital contribution from its
Shareholders.

The Group requires cash primarily for working capital needs. As at 31
March 2022, the Group had approximately HK$92.0 million in (i) bank
balances and cash; and (i) time deposits with original maturity over three
months (2021: approximately HK$113.9 million), representing a decrease
of approximately HK$21.9 million as compared to that as at 31 March
2021.

There has been no change on the capital structure of the Group for the
Reporting Period and up to the date of this report (i.e. 17 June 2022) (the
“Date of this Report”). The share capital of the Company only comprises
of ordinary shares.

As at 31 March 2022, the issued share capital of the Company was
HK$4,025,000 divided into 402,500,000 shares (“Shares”) of HK$0.01
each.

Capital Expenditure

The Group purchased property, plant and equipment amounting to
approximately HK$0.9 million for the Reporting Period which comprised
acquisition of furniture, fixtures and office equipment (2021: approximately
HK$1.9 million).

Final Dividend

The Board recommends the payment of a final dividend of HK2.0 cents
per Share for the Reporting Period (2021: HK2.73 cents).

KMLTechnology Group Limited ® Annual Report 2021/22
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Management Discussion and Analysis

BEEN Wk

FINANCIAL REVIEW (CONTINUED)

Employees and Remuneration Policies

As at 31 March 2022, the Group employed 200 employees (2021:
203 employees). The Group’s remuneration policies are in line with
the prevailing market practice and are determined on the basis of
performance, qualification and experience of individual employee. On
top of basic salaries, bonus may be paid with reference to the Group’s
performance as well as individual’s performance. Other staff benefits
include provision of retirement benefits, medical and life insurance
benefits. Share options and/or share awards may also be granted to
eligible employees by reference to the Group’s performance as well as the
individual contribution.

Comparison of Business Objectives with Actual Business Progress
An analysis comparing the business objectives as set out in the
Company’s prospectus dated 29 September 2017 (the “Prospectus”)
with the Group’s actual business progress for the period from 16 October
2017 (the “Listing Date”) to 31 March 2022 is set out below:

Business strategy Actual business progress up to 31 March 2022

Expand and enhance our M&E engineering
technical capabilities:

The Group has purchased several fiore cable testing
related equipment in order to maintain our competitiveness
in the railway sector as the Group anticipates that M&E
engineering systems in the railways will rely increasingly on
optical fibre networks to transfer relevant system data in
the future.

The Group has purchased additional equipment for
material handling and field services for carrying out high
level works. It helps to maintain our competitiveness and
operational flexibility as well as work safety.

The Group has arranged specific trainings for employees
on building information modeling (‘BIM”) and purchased
the workstations and subscribed the BIM software in
order to fuffil upcoming contract requirement, promote
productivity and uplift quality of our work.

The Group has rented and continued the rental of
additional space and storage facilties to cater for space
required for operation and to accommodate the new
machineries and equipment purchased.

The Group has purchased four vehicles to increase

our traveling efficiency and allow our project teams to
transport additional spare parts and equipment for use in
our operations.

The Group has continued to enhance our insurance
coverage and employee remuneration packages, including
(i) upgrading of employees’ medical insurance plan;

(i) purchasing of the Group’s professional indemnity
insurance plan; (i) purchasing of the Group’s product
lialility insurance plan; and (iv) providing funds for the
employees’ performance bonus scheme and share award
scheme as one of the measures for retaining talents and
risk mitigation.
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Management Discussion and Analysis

BEEN R D

FINANCIAL REVIEW (CONTINUED)

Comparison of Business Objectives with Actual Business Progress
(continued)

Business strategy Actual business progress up to 31 March 2022

Deepen our penetration of the M&E
engineering industry with special
focus on the Transportation Mission
Critical System Solutions market by
strengthening our R&D capabiliiesand ~ The Group has purchased additional computer hardware
increasing our brand awareness through  and software, enhancing the development of electronic
marketing efforts: payment system on various platforms.

The Group has purchased three-dimensional design
software, enabling us to create three dimensional drawings
and designs for our products.

The Group has set up office at the Hong Kong Science
and Technology Parks and recruited three additional R&D
staff enhancing our R&D capabilties.

The Group has started to apply virtual reality (VR),
augmented reality (AR) and mixed reality (MR) technologies
in providing training to employees such that they could
familiarise themselves with different types of equipment in
amore effectively manner.

The Group has set up a marketing and demonstration area
as well as fitting out well-equipped conference room.

The Group has (i) arranged our employees to participate
in exhibitions, conference and symposiums; and (i) been
making an effort to increase business exposure in Taiwan
and other Asian countries.

The Group has produced corporate and promotional video
in order to increase our corporate image as well as brand
awareness.

The Group has started the preparation for obtaining the
certification of ISO 90008 in order to enhance our software
engineering standard.

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

The Group has arranged additional banking facilties in
order to improve the provision of performance guarantees
such that the Group could undertake more or larger scale
of M&E engineering projects.

KMLTechnology Group Limited ® Annual Report 2021/22
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Management Discussion and Analysis

BEEN Wk

FINANCIAL REVIEW (CONTINUED)

Use of Proceeds from the Listing

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

After deduction of all related Listing expenses and commissions, the
net proceeds from Listing amounted to approximately HK$36.0 million.
The Board resolved on 10 July 2019 to change the intended use of part
of the net proceeds from Listing. For further details, please refer to the
announcement of the Company dated 10 July 2019.

The net proceeds have been utilised in a manner consistent with the
disclosures set out in the Prospectus and the said announcement of the
Company dated 10 July 2019. As at 31 March 2022, the net proceeds
have been fully utilised. An analysis of the planned usage of net proceeds,
the revised use of net proceeds, and the actual utilisation of the net
proceeds from the Listing Date up to 31 March 2022 are set out as below:

Expand and enhance our M&E engineering BARRRAMNEE TR
technical capabilities

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

Strengthen our financial capablities to undertake larger-scale
M8E engineering projects in the future

Working Capital and other general corporate purposes
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GEARING RATIO

The ratio was not applicable for the Reporting Period as no borrowing was
incurred (2021: Nil).

FOREIGN EXCHANGE EXPOSURE

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

TREASURY POLICIES

The Group has adopted a prudent financial management approach
towards its treasury policies and thus maintained a healthy liquidity
position throughout the Reporting Period. 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.

During the Reporting Period, the Group has opened a private bank
account with a well-established bank in the name of KML Capitals Limited,
a wholly-owned subsidiary of the Company. The Group would invest
surplus funds via this private bank account aiming to earn a better yield
than that generally offered by the commercial banks.

SIGNIFICANT INVESTMENTS AND FUTURE PLANS FOR
MATERIAL INVESTMENTS AND CAPITAL ASSETS

The Group did not hold any significant investments in equity interest in any
other companies as at 31 March 2022. Except for those included in the
section headed “Future Plans and Use of Proceeds” in the Prospectus,
the Group had no definite future plans for material investments and capital
assets.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES,
ASSOCIATES OR JOINT VENTURES

There were no other significant investments held, material acquisitions or
disposals of subsidiaries, associates or joint ventures during the Reporting
Period.

PLEDGES OF ASSETS

As at 31 March 2022, the Group pledged certain amount of bank deposits
and investments in life insurance policies to secure general banking
facilities granted to the Group. For details, please refer to notes 20 and 15
to the consolidated financial statements.

CAPITAL COMMITMENT

The Group did not have any capital commitment as at 31 March 2022
(2021: Nil).
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Management Discussion and Analysis

BEEN Wk

CONTINGENT LIABILITIES

As at 31 March 2022, the Group did not have any significant contingent
liabilities (2021: Nil).

PRINCIPAL RISKS AND UNCERTAINTIES

For the Reporting Period, the following principal risks of the Group were
identified:

(i) if the Group fails to effectively implement good project management
which leads to the delays and failure to meet the completion targets,
the penalties and cost escalation may be the consequences.
Belated handover may also be detrimental to its reputation and the
long-term relationship with customers;

(ii) the Group, like most Hong Kong companies, have been facing
challenges of a brain drain amid a recent wave of emigration. If
the Group is unable to develop, attract and retain employees with
capabilities and commitment needed, achievement of long run
objectives may be jeopardised;

(iii) if the Group is unable to make correct assessment on the estimated
costs and level of difficulty of required for the work on tender, the
financial viability of the project may be affected;

(iv) if the Group is unable to effectively monitor and implement work
safety measures at project sites, in the event of serious injuries and
casualties, the Group could suffer heavy penalties and its reputation
could be adversely affected; and

(V) the Group relies on few numbers of key customers which may
result in over-reliance on these particular customers. The loss of
one customer or downsizing of these customers could potentially
have a significant impact to the Group’s revenue.

Our Risk Control Mechanism

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

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

EXECUTIVE DIRECTORS

Mr. Luk Kam Ming (FE8E8H) (“Mr. KM Luk”), aged 75, is an Executive
Director and the chairman of the Board. Mr. KM Luk founded the Group
and joined us when he was appointed as a director of KML Engineering
in August 1977. Mr. KM Luk is responsible for overall strategic planning
and development of the Group, and oversees the financial management
and planning of the Group. He is also the chairman of the Nomination
Committee, and a member of the Remuneration Committee.

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

Mr. KM Luk was registered as a Registered Professional Engineer (RPE) by
the Engineers Registration Board. He was also registered as a Chartered
Engineer (CEng) by The Institution of Electronic and Radio Engineers,
the United Kingdom, a Chartered Engineer by the Council of Engineering
Institutions, the United Kingdom. He is admitted a member and registered
as a Chartered Electrical Engineer by The Institution of Electrical Engineers
(currently known as the Institution of Engineering and Technology), the
United Kingdom, and a Chartered Engineer by the Council of Engineering
institutions, the United Kingdom. He is also admitted as a member of the
Hong Kong Institution of Engineers, a member of Institution of Railway
Signal Engineers, and a member of Hong Kong Association of Energy
Engineers. He was nominated as the Country Vice President of Institution
of Railway Signal Engineers for Hong Kong, China in March 2011.

Mr. KM Luk is the father of Mr. Luk Kwai Lung (“Mr. KL Luk”) and Mr.
Luk Yin Cheung (“Mr. YC Luk”), both our Executive Directors. Mr. KM
Luk is also the spouse of Ms. Leung Kwok Yee (“Madam Leung”),
our controlling Shareholder, and the father-in-law of Ms. Woo Siu Wai
(“Madam Woo”), the company secretary of the Company (“Company
Secretary”).

Mr. Chan Chak Lun Philip (“Mr. CL Chan”), aged 60, is an Executive
Director and our chief executive officer. Mr. CL Chan is responsible
for overseeing the daily operations and overall general management
of the Group. Mr. CL Chan is also a member of the Risk Management
Committee.

Mr. CL Chan has more than 30 years of experience in M&E engineering.
He joined KML Engineering in October 1987. Since then, he has served
the Group in various capacities including engineer, general manager of
advanced products department, the operation director and the managing
director of KML Engineering.

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

Mr. CL Chan obtained a degree of Bachelor of Engineering with first class
honours in mechanical engineering from the Newcastle University (formerly
known as “University of Newcastle upon Tyne”), the United Kingdom
and a degree of Master of Science in Engineering from The University
of Hong Kong, Hong Kong. He was admitted as associate member of
the Hong Kong Institution of Engineers, a member of The Institution of
Electrical Engineers (currently known as the Institution of Engineering and
Technology), the United Kingdom and registered as a Chartered Engineer
(CEng) by the Engineering Council (UK). He was elected as a member of
the Institution of Mechanical Engineers, the United Kingdom. He is also a
member of The Hong Kong Institute of Directors.
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Directors and Senior Management
EERSREERE

EXECUTIVE DIRECTORS (CONTINUED)

Mr. Luk Kwai Lung (BEZ &), aged 45, is an Executive Director.
Mr. KL Luk is responsible for overseeing the business development
and marketing of the Group. Mr. KL Luk has been a director of KML
Technology Limited (“KML Technology”) and KML Engineering since
February 2012 and November 2015 respectively. Mr. KL Luk is one of the
authorised signatories appointed by KML Engineering for its qualification as
a Registered Minor Works for Type A of Class Il & Ill under the Buildings
Ordinance. Mr. KL Luk is also a member of the Risk Management
Committee.

Mr. KL Luk joined the Group in January 2003 and appointed as deputy
managing director of KML Engineering in December 2015. He developed
comprehensive experiences in process management in various
departments in KML Engineering, and acted as the project manager for
various projects undertaken by the Group in the past years.

Mr. KL Luk obtained a degree of Bachelor of Science in hotel
administration from University of Nevada, Las Vegas, the United States,
a degree of Master of Science in administrative studies from Boston
University, the United States, and a degree of Master of Science in
engineering business management from the Hong Kong Polytechnic
University, Hong Kong. He is a member of The Hong Kong Institute of
Directors.

Mr. KL Luk is a son of Mr. KM Luk, the founder of the Group, Executive
Director and chairman of the Board, and the elder brother of Mr. YC
Luk, an Executive Director. Mr. KL Luk is the elder son of Madam Leung,
our controlling Shareholder, and the brother-in-law of Madam Woo, the
Company Secretary.

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

Mr. YC Luk joined the Group in June 2006 and appointed as associate
director and executive director of KML Engineering in December 2015 and
January 2022 respectively. In the past 16 years, Mr. YC Luk has gained
vast experience in providing training on occupation safety, purchasing,
inventory and logistics management in the M&E engineering industry.

Mr. YC Luk graduated with a degree of Bachelor of Business
Administration from The University College of the Cariboo, Canada and
Postgraduate Diploma in Marketing by The University of Hong Kong
School of Professional and Continuing Education in association with
the Chartered Institute of Marketing, Hong Kong. He was elected an
affiliate member of The Chartered Institute of Logistics and Transport in
Hong Kong and a member of The Hong Kong Institute of Directors. To
promote the occupational safety of the Group, Mr. YC Luk also awarded
a Diploma in Occupational Health and Safety by the Li Ka Shing Institute
of Professional and Continuing Education, The Open University of Hong
Kong. To enhance the risk oversight of the Group, he also obtained an
Advanced Diploma in Risk and Crisis Management by the Institute of
Crisis and Risk Management and awarded as a Certified Risk Professional
in December 2021.
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Directors and Senior Management
EERSREERE

EXECUTIVE DIRECTORS (CONTINUED)

Mr. YC Luk is a son of Mr. KM Luk, the founder of the Group, Executive
Director and chairman of the Board, and the younger brother of Mr. KL
Luk, an Executive Director. Mr. YC Luk is the younger son of Madam
Leung, our controlling Shareholder, and the spouse of Madam Woo, the
Company Secretary.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lau On Kwok (2|ZEl), aged 55, was appointed as an Independent
Non-executive Director on 20 September 2017. Mr. Lau is the chairman
of the Audit Committee and a member of each of the Risk Management
Committee and the Remuneration Committee.

Mr. Lau has extensive experience in the fields of financial management,
corporate governance and direct investment. He started his career as
accounting professional in an international accountancy firm. Mr. Lau
was an executive director at China Assets Investment Management
Limited and was also the company secretary and a member of investment
committee of China Assets (Holdings) Limited, a company previously listed
on the Stock Exchange (stock code: 170) from April 2004 to December
2010. He was a director of Shandong Lukang Pharmaceutical Company
Limited, the shares of which are listed on the Shanghai Stock Exchange
(stock code: 600789), from May 2007 to April 2012. From May 2009 to
January 2011, Mr. Lau was an independent non-executive director of
Sheng Yuan Holdings Limited, a company listed on the Stock Exchange
(stock code: 0851). He was employed by Sheng Yuan Asset Management
Limited from January 2011 to August 2014, where his last position
was executive director. He also assumed the duties of the managing
director of Sheng Yuan Investment Advisors Limited from January 2011
to December 2013. Mr. Lau was the company secretary and financial
controller at Winshine Science Company Limited, a company listed on the
Stock Exchange (stock code: 209), from November 2014 to November
2018. Mr. Lau has been a director of China Assets (Holdings) Limited and
a director of China Assets Investment Management Limited since October
2018.

Mr. Lau obtained a degree of Bachelor of Arts in accounting and financial
analysis from the Newcastle University (formerly known as “University of
Newcastle upon Tyne”) and a degree of Master of Science in financial
management from University of London. He also obtained a Diploma on
Practices in Chinese Laws and Regulations affecting Foreign Business
jointly awarded by Southwest University of Political Science and Law and
the Hong Kong Management Association.

Mr. Lau is an associate member of the Hong Kong Institute of Certified

Public Accountants and a fellow of The Association of Chartered Certified
Accountants, the United Kingdom.
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Directors and Senior Management
EERSREERE

INDEPENDENT NON-EXECUTIVE DIRECTORS (CONTINUED)

Mr. Law Wing Chi Stephen (#&’k %), aged 52, was appointed as an
Independent Non-executive Director on 20 September 2017. Mr. Law is
the chairman of the Risk Management Committee, and a member of each
of the Audit Committee and the Nomination Committee.

Mr. Law has extensive experience in financial management and
professional accounting. He was the chief financial officer of Diamondlite
Limited, one of the leading jewellery manufacturer in the PRC. Having
started his career as a professional accountant in an international
accountancy firm, Mr. Law has undertaken key financial management
positions in companies engaged in a variety of industries. Mr. Law has
been an executive director and company secretary of Kai Yuan Holdings
Limited, a company listed on the Stock Exchange (stock code: 1215),
since May 2011 and February 2014 respectively and is also currently their
chief financial officer.

Mr. Law obtained a Bachelor of Arts Degree in Accountancy from the City
University of Hong Kong. He is an associate member of the Hong Kong
Institute of Certified Public Accountants.

Dr. Tse Chi Kong (# & fl), aged 57, was appointed as an Independent
Non-executive Director on 20 September 2017. Dr. Tse is the chairman of
the Remuneration Committee, a member of each of the Audit Committee
and the Nomination Committee.

From September 1991 to October 2019, Dr. Tse worked as a lecturer,
assistant professor, associate professor, professor and chair professor
in the department of electronic and information engineering (“EIE
Department”) of the Hong Kong Polytechnic University. Dr. Tse was the
head of EIE Department from August 2005 to December 2012. Since
October 2019, Dr. Tse has been a chair professor in the department
of electrical engineering at City University of Hong Kong (“City U”), and
since February 2021, he has been appointed as Associate Vice-President
(Strategic Research) at CityU. Dr. Tse was a member of the research
projects assessment panel of Innovation and Technology Fund, a fund
administered by the Innovation and Technology Commission of the
Government of Hong Kong, for a term from January 2017 to December
2018. From January 2013 to 2019, he was a member of the Quality
Education Fund Steering Committee, which advises the Hong Kong
Government on the policies and procedures governing the operation
of the Quality Education Fund. From May 2015 to May 2021, he was
a member of the Board of Governors of the Hong Kong Sinfonietta,
one of Hong Kong's flagship orchestras supported by the Hong Kong
Government. Since January 2021, Dr. Tse has been appointed as a
member of the Advisory Committee on Gifted Education, a committee
under the Education Bureau of the Hong Kong Government.

Dr. Tse obtained a degree of Bachelor of Engineering and a degree of
Doctor of Philosophy from The University of Melbourne, Australia. He
has been elected to the grade of fellow of the Institute of Electrical and
Electronic Engineers, Inc., New York. He is a Chartered Professional
Engineer with Engineers Australia and a Fellow of Engineers Australia. He
was the first academic in China to be awarded the Institute of Electrical
and Electronics Engineers (IEEE) Circuits and Systems Society (CASS)
Charles A. Desoer Technical Achievement Award 2022.
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Directors and Senior Management
EERSREERE

SENIOR MANAGEMENT

Mr. Tung Tsz On (E ¥ %), aged 52, is the chief engineer of KML
Engineering. Mr. Tung is responsible for research and development,
planning and formulation and supervising the implementation of our
projects with provision of day-to-day technical and expert advice to the
Group. Mr. Tung is one of the authorised signatories of KML Engineering
for its qualification as a Registered Minor Works Contractor for Type A and
Type C of Class Il & lll under the Buildings Ordinance since September
2011.

Mr. Tung joined the Group in February 2003 as a system engineer and
was promoted to the position of chief engineer in April 2010. Mr. Tung
has more than 10 years of experience in design and management of
M&E engineering projects covering a variety of systems such as mobile
payment, automatic control system, car park system, security system
and point of sales system etc. He has expertise in handling maintenance
work for electronic systems, as well as leading the development and
implementation of automatic fare collection systems.

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

Ms. Law Shuk Ming (Z#88), aged 51, is the chief accountant of KML
Engineering, being responsible for day-to-day accounting and financial
reporting of our Group. Ms. Law joined the Group in May 1995 and was
promoted to chief accountant in November 2017.

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

COMPANY SECRETARY

Ms. Woo Siu Wai (#817), aged 42, is the Company Secretary,
responsible for company secretarial matters, human resources and
administrative duties. Madam Woo joined the Group in April 2011 and
was subsequently promoted to administration manager in October 2016.
Madam Woo has been a director of KML Engineering since November
2021.

Madam Woo obtained a degree of Bachelor of Arts from the faculty of
social sciences of the University of Victoria, Canada, and a degree of
Master of Science in Professional Accounting and Corporate Governance
from City University of Hong Kong. Madam Woo was admitted as an
associate of the Hong Kong Chartered Governance Institute (formerly
known as the Hong Kong Institute of Chartered Secretaries) and an
associate of the Chartered Governance Institute (formerly known as the
Institute of Chartered Secretaries and Administrators).

Madam Woo is the spouse of Mr. YC Luk, the Executive Director, the
daughter-in-law of Mr. KM Luk, the founder of the Group, Executive
Director and chairman of the Board, the daughter-in-law of Madam
Leung, our controlling Shareholder, and the sister-in-law of Mr. KL Luk,
the Executive Director.

COMPLIANCE OFFICER
Mr. Luk Yin Cheung (B Z#), aged 43, has been appointed as the

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

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and its
subsidiaries are principally engaged in the provision of M&E engineering
solutions and services. Analysis of the principal activities of the Group
during the Reporting Period is set out in the note 5 to the consolidated
financial statements.

RESULTS

The results of the Group for the Reporting Period are set out in the
consolidated statement of profit or loss and other comprehensive income
on page 61 of this annual report.

FINAL DIVIDEND

The Board recommends the payment of a final dividend of HK2.0 cents
per Share for the Reporting Period (2021: HK2.73 cents). Such final
dividend is subject to the approval by the Shareholders at the annual
general meeting (“AGM”). The dividend is expected to be paid on or about
Friday, 26 August 2022 to the Shareholders whose names appear on the
register of members of the Company (the “Register of Members”) on
Tuesday, 16 August 2022.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Tuesday,
2 August 2022 to Friday, 5 August 2022, both days inclusive, in order
to determine the identity of the Shareholders who are entitled to attend
the AGM, during which period no transfers of Shares shall be effected. In
order to qualify for attending and voting at the AGM to be held on Friday,
5 August 2022, all transfers of Shares, accompanied by the relevant share
certificates and transfer forms, must be lodged for registration with Tricor
Investor Services Limited at Level 54, Hopewell Centre, 183 Queen’s
Road East, Hong Kong no later than 4:30 p.m. on Monday, 1 August
2022.

The register of members of the Company will also be closed from Friday,
12 August 2022 to Tuesday, 16 August 2022, both days inclusive, in
order to determine the entitlement of the Shareholders who are entitled
to receive the final dividend, during which period no transfers of Shares
shall be effected. In order to qualify for the entitlement of final dividend,
all transfer of Shares, accompanied by the relevant share certificates
and transfer forms, must be lodged for registration with Tricor Investor
Services Limited at Level 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong, not later than 4:30 p.m. on Thursday, 11 August 2022.
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BUSINESS REVIEW

A review of the business of the Group as at 31 March 2022 and a
discussion on the Group’s future business development are set out in
the paragraphs headed “Business Review” and “Outlook” under the
section headed “Management Discussion and Analysis” of this Report
respectively. Descriptions of possible risks and uncertainties that the
Group may be facing are provided in paragraphs headed “Principal Risks
and Uncertainties” under the section headed “Management Discussion
and Analysis” of this Report. An analysis of the Group’s performance
during the year using financial key performance indicators is provided in
the Financial Highlights on page 7 of this Report.

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

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group recognises that all employees have the social obligation to
preserve and enhance the quality of the environment. We strive to protect
the environment in the course of our business activities by preventing
pollution, reducing adverse impact on climate change and enhancing
sustainable development. These policies are supported by our employees
and are implemented effectively.

At the same time, the Group recognises the importance of compliance
with regulatory requirements and applicable laws and regulations. During
the Reporting Period, the Group has complied in material respects with
the relevant environmental laws and regulations.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

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

Employees

As at 31 March 2022, the Group employed 200 employees. We
maintained a good working relationship with our employees and we
did not experience any labour disputes during the Reporting Period.
Recruitment in the M&E engineering service industry is highly competitive,
especially with respect to the recruitment of qualified engineering staff.
We believe we are hiring high-quality employees in the market by offering
competitive wages and benefits and comprehensive training opportunities.
We have facilitated the recruitment through a variety of channels, such
as newspapers, internet websites, recruitment agencies, career talks and
internal referrals. We believe our continuous efforts will help us attract
suitable personnel.

Customers

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

Suppliers

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

FINANCIAL SUMMARY
A summary of the Group’s results, assets and liabilities for the last five

financial years is set out on page 132 of this Report. This summary does
not form part of the audited consolidated financial statements.

RERFHENBE

&S
RZZEZZF=A=+—8H AEEEMA200%EES - &
E@ERFNES RS RN TIERE  RiREHM - &
P EmERE AU - KETRERBITERHEEET
BMEHR CERBEABKRIRET - HAMIE - KM
BEREAGRFNNFERBIALRZAEIIKESERT
LIERAREERES - BBARA - EBAMY BER
B EERTRABERBE-RIERE - RMMRBEE
& o HPRERMNTEE NBERT3IGEALR °

5F
HANEFIERBEEERBENABEENR RAM
TITRAF UREBBRFSEHA - 8 —AEN\FiE - &M
HEFNEATEP —BERSEBRE - RAIBERKEAR
HEFINTP R R MAMOEEE PR —FUL -
BAAMABEBENREEERALD - REBFENEAR
BE ~ BERMREA - ERIEB RS T RERERERM
BEE -

#HLEEm

AEEUERPNHEERESRE - T LB - B
BIREBEANTIENH RRERENH - ARBMHF -
AR N R AR B o KEBDXFHM R MR BIR A A
HERKETEARE  aBRPEED -

MBHRE
AEEBEREMBFENEE  BERBEHZHRIIN
AHEFI132E - ZMEBX TEREERZGE WHIMEN

—#5 -

ESHRANEEBRAR s —BE-— /" HER

27



28

Report of Directors
EEEWRE

MAJOR CUSTOMERS AND SUPPLIERS

Major Customers

For the Reporting Period, the Group’s sales to its five largest customers
accounted for approximately 85.4% (2021: approximately 90.7%) of the
Group’s total revenue and the sales to its largest customer accounted for
approximately 64.1% (2021: approximately 67.1%) of the Group’s total
revenue.

Major Suppliers

For the Reporting Period, purchases from the Group’s five largest
suppliers accounted for approximately 29.7% (2021: approximately
38.0%) of the Group’s total purchases and the purchases from the largest
supplier accounted for approximately 7.7% (2021: approximately 11.8%)
of the Group’s total purchases.

During the Reporting Period, none of the Directors or any of their close
associates or any Shareholders (which, to the best knowledge of the
Directors, own more than 5% of the number of issued Shares of the
Company) had any interest in the Group’s five largest customers and
suppliers.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the Reporting Period are set out in note 13 to the consolidated
financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
Reporting Period are set out in note 25 to the consolidated financial
statements.

RESERVES

Details of movements in the reserves of the Company and the Group
during the Reporting Period are set out on pages 131 and 63 of this
Report respectively.

DISTRIBUTABLE RESERVES

As at 31 March 2022, the Company’s reserves available for distribution
to the Shareholders amounted to approximately HK$23.5 million
(2021: approximately HK$25.6 million), comprising an accumulated
loss of approximately HK$6.1 million and share premium amounting to
approximately HK$29.6 million.

BANK LOANS AND OTHER BORROWINGS

The Group did not have any bank loans and other borrowings as at 31
March 2022.
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DIRECTORS

The Directors during the Reporting Period and up to the Date of this
Report are:

Executive Directors

Mr. Luk Kam Ming (Chairman)

Mr. Chan Chak Lun, Philip (Chief Executive Officer)
Mr. Luk Kwai Lung

Mr. Luk Yin Cheung

Independent Non-executive Directors
Mr. Lau On Kwok

Mr. Law Wing Chi Stephen

Dr. Tse Chi Kong

In accordance with article 84(1) of the Articles of Association of the
Company (“Articles of Association”), at each AGM one-third of the
Directors (or, if their number is not a multiple of three (3), the number
nearest to but not less than one-third) shall retire from office by rotation
provided that every Director shall be subject to retirement at an annual
general meeting at least once every three years.

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

DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the
Company are set out on pages 20 to 24 of this Report.

CONFIRMATION OF INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received an annual confirmation of independence
pursuant to Rule 5.09 of the GEM Listing Rules from each of the
independent non-executive Directors and the Company considers such
Directors to be independent during the Reporting Period and remain so as
at the Date of this Report.

DIRECTORS’ SERVICE AGREEMENTS AND LETTERS OF
APPOINTMENT

Each of the executive Directors has signed a service agreement with
the Company for a term of three years and will continue thereafter until
terminated in accordance with terms of the agreement.

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

None of the Directors has a service agreement / letter of appointment
which is not determinable by the Group within one year without payment
of compensation (other than statutory compensation).
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DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS
OR CONTRACTS OF SIGNIFICANCE

During the Reporting Period, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the Company’s
listed securities, except that trustee of the Share Award Scheme, pursuant
to the terms of the rules and trust deed of the Share Award Scheme,
purchased on the Stock Exchange a total of 40,000 Shares at a total
consideration of approximately HK$9,000.

CONTRACTS OF SIGNIFICANCE

During the Reporting Period, no contract of significance in respect
of provision of services or otherwise was entered into between the
Company or its subsidiaries and the controlling Shareholders or his/her/its
subsidiaries.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into
or existed during the Reporting Period and up to the Date of this Report.

EMOLUMENT POLICY

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

Details of the emoluments of the Directors, and the five highest paid
individuals during the Reporting Period are set out in note 8 to the
consolidated financial statements.

RETIREMENT BENEFITS SCHEME

Details of the retirement benefits scheme of the Group are set out in note
29 to the consolidated financial statements.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITION IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 March 2022, the interests and short positions of the Directors
and the chief executive of the Company in the Shares, underlying Shares
and debentures of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (“SFO”))
which have been notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which they were taken or deemed to have under such
provisions of the SFO), which were recorded in the register required to be
kept pursuant to Section 352 of the SFO; or as otherwise notified to the
Company and the Stock Exchange pursuant to the Rules 5.46 to 5.67 of
the GEM Listing Rules were as follows:
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITION IN SHARES, UNDERLYING SHARES AND
DEBENTURES (CONTINUED)

ESRIRTRAEBRRND - HEROREEENES
Kog R (&)

Number
of Shares / Approximate
underlying percentage of
Shares held/ Long/short  shareholding in
Name Capacity/Nature of Interest interested position® the Company (%)®
s BE
EERA RARBER
#®E B RERiE HERDEE HE/ KE® BRBED (%)@
Mr. KM Luk® Beneficial owner; interest of spouse 157,000,000 L 39.01
REfEAR @ ERMAA ; IiLBEs
Mr. KL Luk® Interest in controlled corporation 138,000,000 L 34.29
BEFREE i AR
Mr. YC Luk®® Interest in controlled corporation; 138,600,000 L 34.43
interest of spouse
FEERFEDO XA E R - AR
Mr. CL Chan® Beneficial owner 4,000,000 L 0.99
BREB T EW BERlAA
Notes: st -

(1) Mr. KM Luk directly holds 100,000,000 Shares. Since Mr. KM Luk is the spouse of
Madam Leung, Mr. KM Luk is deemed to be interested in all the Shares in which
Madam Leung is interested or deemed to be interested under the SFO, which is
57,000,000 Shares.

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

3) Since Mr. YC Luk is the spouse of Madam Woo, Mr. YC Luk is deemed to be
interested in all the Shares in which Madam Woo s interested or deemed to be
interested under the SFO, which is 600,000 Shares.

4) Mr. CL Chan directly holds 2,000,000 Shares and was interested as a grantee of
options to subscribe for up to 2,000,000 Shares under the Share Option Scheme
(announced on 2 January 2020).

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

6) As at 31 March 2022, the total number of issued Shares were 402,500,000.

Save as disclosed above, as at 31 March 2022, none of the Directors
or the chief executive of the Company had or was deemed to have any
interest or short position in the Shares, underlying Shares or debentures of
the Company or its associated corporations (within the meaning of Part XV
of the SFO) that was required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or deemed to have
taken under such provisions of the SFO), or required to be recorded in the
register required to be kept under Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to Rules 5.46
to 5.67 of the GEM Listing Rules.

(1) SR B 5L 4 B F55100,000,00088 817 © B RS B 5% 4 B3 7
KTAINE - HPESE B LR AR RL 1 HE A i BUAR IR (&
B REIE RO 1R (EHE B B 19 AT B AR (7 (B157,000,0004% %
) G -

@) BEEREEEREZE S EF LA —RKML Holdings Limited
([KML Holdings |) Z % (15KML Holdings/i1 2R Z 1> 2 &
TTRRAE50%) © [T B 55 £ ] [ Z 8255 A R KML Holdings#E
B L IRIEEF R EIRPI R (EHEB a9 AT B AR (7 (A
138,000,0008% % 17) # #E B # 7

3 BRBEEE S FBIHL T MG - 1R (GEERBEIEA) - BE
EBELERBEBRAX TG B A1 R B BT E R
17 (BI600,00082 % (7) B #E 2 o

) BB £ B 552,000,000/ R 1730 LA BB IR IEA RN 5 15
FRG e - AIREBEREN S (R=—F—FF—H_ARM)
5RRER %.2,000,0008%/% 17 °
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 31 March 2022, to the best knowledge of the Directors, the
following persons (not being a Director or chief executive of the Company)
had interests or short positions in the Shares or underlying Shares which
fall to be disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO as recorded in the
register required to be kept by the Company pursuant to section 336 of

FERRRROREBRONWERR LR

RZEZZF=A=+—H

C MEBEATARM  ATALTQE

FEZHARAEBITRABR)RAR BN SRR
BARRBRE GER KB RP) F336[FAFENE LM

PRt iR IB(E A AT

1&B) EEXVERSE2 R 35 BM& /A

MR R MR TR ENERIOAR

the SFO:
Number of
Shares/ Approximate
underlying percentage of
Shares held/ Long/short  shareholding in
Name Capacity/Nature of Interest interested position® the Company (%)®©
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EEBG, RAED AR
"L B RmitE HERGHE "B KA BB DL (%)©
KML Holdings " Beneficial owner 138,000,000 L 34.29
KML Holdings EnEAA
Madam Leung @ Beneficial owner; interest of spouse 157,000,000 L 39.01
R +@ EnEAA BB ER
Ms. Chan Patricia © Interest of spouse 138,000,000 L 34.29
FRIMG L2+ © iRkt
Madam Woo ¥ Beneficial owner; interest of spouse 138,600,000 L 34.43
HAZ L@ BEREAA  IEER
Notes: Hiat -
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Each of Mr. KL Luk and Mr. YC Luk owns one common share in KML Holdings,
representing 50% of the issued share capital of KML Holdings carrying voting
rights. Mr. KL Luk and Mr. YC Luk also own approximately 50% and approximately
50%, respectively, of the issued preferred shares in KML Holdings which do not
carry voting rights but only rights to dividends.

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

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

Madam Woo is the spouse of Mr. YC Luk. By virtue of the SFO, Madam Woo is
deemed to be interested in all the Shares in which Mr. YC Luk is interested or
deemed to be interested under the SFO, which is 138,000,000 Shares. Madam
Woo directly holds 300,000 Shares and was interested as a grantee of options to
subscribe for up to 300,000 Shares under the Share Option Scheme (announced
on 2 January 2020).

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

As at 31 March 2022, the total number of issued Shares were 402,500,000.

Save as disclosed above, as at 31 March 2022, the Directors were
not aware of any persons (who were not Directors or chief executive
of the Company) who had an interest or short position in the Shares or
underlying Shares of the Company which would fall to be disclosed to the
Company and the Stock Exchange under Divisions 2 and 3 of Part XV of
the SFO, or which would be required, pursuant to Section 336 of the SFO,
to be entered in the register referred to therein.
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Report of Directors
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

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

SHARE OPTION SCHEME

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

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

(ii) the maximum number of Shares in respect of which options may
be granted under the Share Option Scheme must not in aggregate
exceed 40,000,000 Shares, representing 10% of the total number
of Shares in issue as at the date of adoption and approximately 9.9%
of the total number of Shares in issue as at the Date of this Report;

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

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

(V) an offer for the grant of options must be accepted within three
business days from the date of offer. The amount payable by the
eligible persons of an option to the Company on acceptance of the
offer for the grant of an option is HK$10;

(vi)  the subscription price of a Share in respect of any particular option
granted under the Share Option Scheme shall be a price solely
determined by the Board and notified to an eligible person and
shall not be less than the highest of: (i) the closing price of the
Shares as stated in the Stock Exchange’s daily quotations sheet
on the date of grant of the option, which must be a business day;
(i) the average closing prices of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five business days
immediately preceding the date of grant of the option; and (jii) the
nominal value of a Share on the date of grant of the option; and
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SHARE OPTION SCHEME (CONTINUED)

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

On 2 January 2020, the Company granted 9,800,000 share options
(“Options”) to certain eligible participants (the “Grantee(s)”), subject to
acceptance by the Grantees, to subscribe for Shares with nominal value
of HK$0.01 each of the Company under the Share Option Scheme.
Among the Options granted, 2,000,000 Options were granted to a
Director, 700,000 Options were granted to a director of a subsidiary of
the Company and 300,000 Options were granted to an associate to a
Director.

The estimated fair value of the above 9,800,000 Options granted was
approximately HK$1,057,000, which was calculated by using the binomial
option pricing model based on following inputs. The value of the Options is
subject to certain fundamental limitations, including the subjective nature
of and uncertainty relating to a number of assumptions of the expected
future performance input to the model, and certain inherent limitations of
the model itself. The expected volatility was determined with reference to
the historical daily volatilities of the Share price of the Company. The risk-
free rate was determined with reference to the prevailing rates on debt
securities as reference from Thomson Reuters.

BRERTE ()

(vii)  EBRRERT RIS BT B HRA10FAAR - BRIEE
BERAE LERRREFRIL - SRREEBRET
ZUm AR — B2 % B S ERREREER

MR-ZZ-ZF-A-H  ARFAREBREAERET
/\ﬁ*%%ﬁi%(f??tﬁkj)?‘HjQ,SO0,000H&HE%Hﬁ%UE%HE
D) AREBAR TH&ZJKEF'iHﬁETEOOﬁ%ﬁZ%T"'
\Er‘ﬂ—*ﬂ?&/\?ﬁm FTAMEE - ERHMBRIES
2,000,000 R T —RES 700,000H§E§Hx%&%
AR R BH— R EE R300,000BARER T —&
BERMBEA -

FH B R HE /9,800,000 B RENGIT RAAEN A
1,057,000/ 7T + JHiR A TR IR A —IE B EER
HE o BREGHEZERMEDNIZHNETHEEZ  EhaRi
ABARERBMENZBEREMS R TEEE & TH
AR E - URFTEEXNANERS - BEREILEAR
RIREUNE BB REETE - ERRFERDZZGHREKE
HATRNESEHF ZRITHRERE -

Date of grant 2 January 2020
i AH —EB-EH-H=H
Share price at grant date HK$0.250
R BB R (R B8 0.250% 7T
Exercise price HK$0.259
17E(E 0.2597 7T
Expected volatility 54.96%
TR IR 54.96%
Expected life 5 years from the date of grant
T8 HA<F AR B BHEET HF
Risk-free rate 2.056%
A [ B N 2R 2.056%
Expected dividend yield 0%
TR B 0%
Exercise multiple 2.X
IS o1&

The Group recognised an expense of approximately HK$57,000 in relation
to Options granted by the Company for the Reporting Period.

KMLTechnology Group Limited ® Annual Report 2021/22

AR B A S S HAR P A L e B R A R SR B S /9 857,000
AT



Report of Directors
EEEWE

SHARE OPTION SCHEME (CONTINUED)

Details regarding the number of Options, date of grant, exercise period
and exercise price of the Options granted under the Share Option Scheme

are set out below:

R IRt B (D)

ERRBEBREFERDBREZBERERR  BRHA

i (TERRITEEZFEHIIDT -

Closing price
immediately
Date of Number of Exercise price before date
Name of participants Options granted ~ Options granted Vesting period Exercise period of Options of grant
2Rt SEELAH
SREME RARRERS BREZA 5B s BRECRE HZUHE
HKS per Share HKS per Share
/B B/
Mr. CL Chan 2 January 2020 2,000,000 2 January 2020 1 July 2021 0.259 0.25
(Director and Chief executive officer) 10 30 June 2021 to 1 January 2025
RERLE ZZ-%5F-A2A ZZ-%F-fZRE  ZE--5th-RZE
(EERTHER) “Z--%~A=1A ZZZR%-A-A
Ms. Wai Hang Ying Helen 2 January 2020 700,000 2 January 2020 1 July 2021 0.259 0.25
(Former director of KML Engineering) 10 30 June 2021 to 1 January 2025
Ry el —Z-%5-A-A “Z-%%-A-RE  -B--5tA-RE
(RARRIRITES) ZE--45A=1A ZZZR5-A-A
Madam Woo 2 January 2020 300,000 2 January 2020 1 July 2021 0.259 0.25
(Company Secretary) t0 30 June 2021 to 1 January 2025
fEat ZZ-%5-A-A *f*fi AZAE  —Z--%tf-AZ
(BAEHE) ZEZ-ExA=1H ZZCRE-A-H
Employees 2 January 2020 3,500,000 2 January 2020 1 July 2020 0.259 0.25
t0 30 June 2020 to 1 January 2025
EE “2-2F-AZA ZE-Z3F-f-AE  -—Z-ZFtf-RE
ZZ-TF~AZTA ZZZR%-A-A
3,300,000 2 January 2020 2 January 2021 0.259 0.25
to 1 January 2021 to 1 January 2025
“Z-%%-f-RE  -B--5-f-RZE
—E_-%¥-A-H “Z-nE-A-H
Total 9,800,000
5t

Note: Ms. Wai Hang Ying Helen resigned as the director of KML Engineering on 29

November 2021.
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SHARE OPTION SCHEME (CONTINUED)

During the Reporting Period, no options were granted, cancelled or
exercised whereas 1,300,000 options were lapsed/forfeited. Details of the
movements of Options granted, exercised, cancelled or lapsed/forfeited
during the Reporting Period and the outstanding Options as at 31 March
2022 are as follows:

BRERTE ()

REREHRE - SABRE  EHERITERERE  BRME
JRUREERR A 1,300,0000% - ReR&EHR - EHE - BT
- BB ERE BRUZEREEHUARR T
o= A=+ HEKRTEZBEREFBOT

Number of
Outstanding as at Number of Number of Number of Options lapsed/  Outstanding as at
Name of participants 1 April 2021 Options granted ~ Options exercised  Options cancelled forfeited 31 March 2022
RZBZ-§ RZB=Z
mA—A ERE (X5 [BEa: BN/ BRY =ZR=t-8
SERENE e RATHE BREHE BREHE BREHE BREHE i RATHE
Mr. CL Chan 2,000,000 - - - - 2,000,000
(Director and Chief executive officer)
BERSE
(ES=RTHEH)
Ms. Wai Hang Ying Helen "¢ 700,000 - - - 700,000 -
(Former director of KML Engineering)
AR
(BRNRIRITES)
Madam Woo 300,000 - - - - 300,000
(Company Secretary)
it
(REWE)
Employees 4,300,000 - - - 600,000 3,700,000
EE
Total 7,300,000 - - - 1,300,000 6,000,000
st

Note: Ms. Wai Hang Ying Helen resigned as the director of KML Engineering on 29
November 2021.

As at the Date of this Report, taking into account 19,000,000 share
options had been granted, the maximum number of Shares in respect of
which options may be granted is 21,000,000, representing approximately
5.2% of the total number of Shares in issue as at the Date of this Report.

SHARE AWARD SCHEME

The Company adopted a share award scheme (the “Share Award
Scheme”) on 5 November 2018 (the “Adoption Date”). Subject to any
early termination as may be determined by the Board, the Share Award
Scheme shall be valid and effective for a term of 15 years commencing on
the Adoption Date. Please refer to the announcement dated 5 November
2018 for details.

On 5 July 2021, 2,375,000 awarded Shares were granted to employees of
KML Engineering. The awarded Shares granted represent approximately
0.6% of the total number of Shares in issue as at the Date of this Report. As
at 31 March 2022, 1,370,000 awarded Shares were vested to employee.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme and Share Award Scheme as set out
in this Report, no equity-linked agreement that would or might result in the
Company issuing Shares, or that requiring the Company to enter into an
agreement that would or might result in the Company issuing Shares, was
entered into by the Company during the year or subsisted at the end of
the year.
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PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the Reporting Period, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the Company’s
listed securities, except that the trustee of the Share Award Scheme,
pursuant to the terms of the rules and trust deed of the Share Award
Scheme, purchased on the Stock Exchange a total of 40,000 Shares at a
total consideration of approximately HK$9,000.

PRE-EMPTIVE RIGHTS

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

NON-COMPETITION UNDERTAKING

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

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

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

WE - HEREE ETES

RBEHRE - AARSEAMEMBARRERE - HEX
BOEMARRN ETES - ERDZBASNITAR
1A% 22 AT 2 AR A R E FER B IR FUA BB 499,000
PETCIARE 22 AT E B & $£40,0008% XA BR 5D

BrRBER

REAHSEANKFSHSLEHBECBRERIG
BRERRBAZLLPIRIRE RREE D -

THRFEGE

REASBEEAEERALLE Rt BEFREL BEY
Fe 4 B KML Holdings (#18 [ERBRR ) RE R A (5118
[RBEANDEZAHA-Z—FAA-TENTHRFRE
(THFRE])  RBAZSECTARE REEF R
RENRERE RIEREMBRRINETEAN) A ML
BIEFABRERMANPIIMER - RTBFRBMNES
AR - WA TS LB EEBMEA (REEERKE R
BIN T ERTHRFRIBERREE - S HA S B Rk
REREMEMAL - BRBAQF] - B sk HE b F)
mmERKRROEERE  BERKREEEAKE RFR
HAEREARTS KA BRI K B A RIS RN 1T 2
BRENEMEBERRAEER (RR) R - &%
RARDINE - MBI AEN IS REERA T
WA - ABA  RE - ER EEREMHNH) ELR
SERFRAR2ENEBESBAREF R EBRHET
MR ((ZRFER]) ¢ ()BE - THEILBEMAS
BB A RRSIMEIBEEMARE RN EREL B SE
ARt —EAAARRAEEEMKEARNETS - HERS -
DEBHEENEMAL B - AFFHEL - HINER
RARAEAEERAZHERT - MAREERRFIFER
PR K, SERME kAT BB EBEMER -
MRIBEARE - REXDEEMZREIER - AR LRF
% FL2EERER -

AATDEEZERERAOER - RERRSHED BT
PR - URERARE -

BIFRITE RN REHRE SR TS F R MR EER
PR e RN ER RER - WEEREBRBRR
HEHRESRE T NRIRRE

ESHRANEEBRAR s —BE-— /" HER

37



38

Report of Directors
EEERE

DIRECTORS’ INTEREST IN COMPETING BUSINESS

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

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the Reporting Period, the Group entered into certain connected
transactions with the connected person of the Company, namely K M L
Limited.

CONNECTED TRANSACTION

Tenancy Agreement

KML Engineering, a wholly-owned subsidiary of the Company, as tenant
entered into a tenancy agreement on 30 March 2020 (the “Tenancy
Agreement”) with K M L Limited as landlord in respect of Workshop
12 on G/F of Block B, Workshop 5 on 1/F with Flat Roof of Block B,
Workshops 7, 9, 10 and 11 on 1/F of Block B, Workshop 7 on 3/F with
Flat Roof of Block B and Car Parking Spaces numbered V20, V25, L33,
L37 and L39, Shatin Industrial Centre, Nos. 5-7 Yuen Shun Circuit, Shatin,
New Territories, Hong Kong (the “Premises”) for a term of 18 months
from 1 April 2020 to 30 September 2021 (both days inclusive).

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

The Group has been leasing the Premises from K M L Limited as its head
office and workshops in Hong Kong for more than 20 years. The Company
considers that it would be beneficial to lease the Premises as it will enable
the Group to secure its stable operation at the Premises without incurring
additional costs and expenses in identifying, renovating and relocating
to alternative premises and ensure that there will be no disruption to the
operations, business and growth of the Group. The Directors believe that
the entering of this Tenancy Agreement is necessary for the continuous use
of the premises by KML Engineering and the growth and operations of the
Group.

On 30 September 2021, KML Engineering has renewed the tenancy
agreement for another 18 months from 1 October 2021 to 31 March 2023
(both days inclusive) (the “New Tenancy Agreement”). The principal
terms of the New Tenancy Agreement are set out below:

i) The term of the New Tenancy Agreement is for a fixed term
commencing on 1 October 2021 and expiring on 31 March 2023
unless terminated earlier upon certain events of default as provided
in the New Tenancy Agreement.

(ii) the monthly rent of HK$477,920 per calendar month payable by

KML Engineering (exclusive of management fees, government rates
and rent and outgoings).
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CONNECTED TRANSACTION (CONTINUED)

Tenancy Agreement (continued)

As the applicable percentage ratios in respect the New Tenancy
Agreement exceed 5% but are less than 25% and the value of the right-
of-use of the Premises is less than HK$10,000,000, the transaction
contemplated under the New Tenancy Agreement constitutes a
connected transaction of the Company and is subject to the reporting and
announcement requirements under Chapter 20 of the GEM Listing Rules
but exempt from the circular (including independent financial advice) and
Shareholders’ approval requirements under the GEM Listing Rules.

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

The related party transactions as disclosed in note 28 to the consolidated
financial statements constituted as connected transactions or continuing
connected transactions as defined in Chapter 20 of the GEM Listing Rules
and in compliance with the disclosure requirements under Chapter 20 of
the GEM Listing Rules.

LITIGATIONS

As at the Date of this Report, neither the Company nor any other
member of the Group was engaged in any litigation or claims of material
importance known to the Directors to be pending or threatened against
any member of the Group.

PERMITTED INDEMNITY PROVISION

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

SUBSEQUENT EVENTS

KML Capitals Limited, a wholly-owned subsidiary of the Company, made
subscriptions for five currency linked investment products from a financial
institution on 5 May 2022 and 25 May 2022, respectively, in an aggregate
amount of approximately HK$4.3 million. Further details are set out in the
Company’s announcement dated 16 June 2022.

Save as disclosed above, up to the Date of this Report, there were no
other subsequent events after the Reporting Period.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) had,
together with the management, reviewed the accounting principles and
policies adopted by the Group and the consolidated financial statements
for the Reporting Period.

BEXS (B

HE W (&)

HA B¥TE E 19 0 E R B 0 L R B BE % B R 25% K
ZE YR EREEERDR10,000,0008 T - #EEHHEE
THETZSBRARRBERS - BREFGEM TR
AIFE20BIE TR B M AERE - BERRETCGEM LT
FRABETEEK (BB B ER) RERIENHRE -

BAREIWEESI - RBEHE - AR R LERIEGEM
EHRAFE0EETAHRERIRS RIFERER SN
BSURTHENBER SIIFEMER S -

BANER A IS HRER M8 T - Bl A R DK EER
SREFEMERS (FERGEMLETHRAE20E) KBS
GEM_ETM#EAIFE20EB " HEERTE °

R RR

RARE R ARBRAEEEREMKERFHRS
£

RAEFSTHAREK 8 AR KRR Z BRI B RFRHK
ESER
B EFFREmR

REBABEZAL - ARTEERSEBERERITRSE
HEP BRI BN — BRI AE  HEERAE
AREEETRESHERE MIBFASABEHEAR
HHTBB e LRI BBEMIER - BERTEER
BE - REEHE ARFAERARREEREABER
HEENEERSERERTRR -

H&=EE
AAEl2EMBARSBREERABNAIRZEZZ
AARRR-E-_—FRA-T+ABRA—RERKERE

FIREEHBREER  BRORISAEET - £— 5
BHENEAATERE - - —F XA HNENQSH o

B EXFTREEIN EEARE B - BEE MRS A
RERIREIE -
EREEY

AATERZES ((BREER)EEAERESNIE
BB R AR R BRI R AR A R -

ESHRANEEBRAR s —BE-— /" HER

39



40

Report of Directors
EEEWRE

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate
governance practices. Information on the corporate governance practices
adopted by the Company is set out in the Corporate Governance Report
on pages 41 to 55 of this Report.

The compliance officer of the Company is Mr. YC Luk, whose biographical
details are set out on page 21. The company secretary is Madam Woo
who satisfies the qualification requirement under Rules 5.14 and 11.07
of the GEM Listing Rules as the Company Secretary. Madam Woo’s
biographical details are set out on page 24 of this Report.

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS

Ernst & Young were appointed as the Auditors for the Reporting Period.
The accompanying financial statements prepared in accordance with
Hong Kong Financial Reporting Standards have been audited by Ernst &
Young.

On behalf of the Board

KML Technology Group Limited
Luk Kam Ming

Chairman and Executive Director

Hong Kong, 17 June 2022
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CORPORATE GOVERNANCE PRACTICE

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

THE BOARD

Responsibilities

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

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

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

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

Executive Directors:

Mr. LUK Kam Ming

Mr. CHAN Chak Lun Philip
Mr. LUK Kwai Lung

Mr. LUK Yin Cheung

Independent Non-executive Directors:
Mr. LAU On Kwok

Mr. LAW Wing Chi Stephen

Dr. TSE Chi Kong

The biographies of the Directors are set out under the section headed
“Directors and Senior Management” of this Report.
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THE BOARD (CONTINUED)

During the Reporting Period, the Board has met at all times the
requirements under Rules 5.05(1) and 5.05(2) of the GEM Listing Rules
relating to the appointment of at least three independent non-executive
Directors with at least one independent non-executive Director possessing
appropriate professional qualifications or accounting or related financial
management expertise.

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

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

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

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

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

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

KMLTechnology Group Limited ® Annual Report 2021/22
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INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT

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

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

The professional trainings of the Directors during the Reporting Period are
as follows:
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Directors Type of trainings
E £ R
Executive Directors BITES

Mr. LUK Kam Ming REERR o A B
Mr. CHAN Chak Lun Philip el A B
Mr. LUK Kwai Lung REZFREE A B
Mr. LUK Yin Cheung BEEw kL A B
Independent Non-Executive Directors BAKHITES

Mr. LAU On Kwok BB E A B
Mr. LAW Wing Chi Stephen BoxELE A B
Dr. TSE Chi Kong S W 1+ A B
Notes: Hist -

A: Attending seminars and/or meetings and/or forums and/or briefings A HEHGER EEHRHimBR RS

B: Reading materials relevant to corporate governance, director’s duties and B: HERFER EFBEREF - _FHHLRAMIBEIEAS

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

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

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

Each of the executive Directors has signed a service agreement with
the Company for a term of three years and will continue thereafter until
terminated in accordance with terms of the agreement.

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

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

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

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

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

The Company has made specific enquiries to all Directors about their
compliance with the required standard of dealings from the Listing Date
and up to 31 March 2022, without noticing any violation of the required
standard.

DELEGATION BY THE BOARD

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

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

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

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

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

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

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

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

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

BOARD MEETINGS

The Company adopts the practice of holding Board meetings regularly, at
least four times a year, and at approximately quarterly intervals. Notices of
not less than 14 days are given for all regular Board meetings to provide
all Directors with an opportunity to attend and include matters in the
agenda for a regular meeting.

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

Minutes of the Board meetings and Board Committees meetings are
recorded in sufficient details about the matters considered by the Board
and the Board Committees and the decisions reached, including any
concerns raised by the Directors or the Board Committees members.
Draft minutes of each Board meeting and Board Committee meeting are
sent to the Directors or the Board Committees members for comments
within a reasonable time after the date on which the meeting is held.
Minutes of the Board meetings and the Board Committees are open for
inspection by Directors.
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BOARD MEETINGS (CONTINUED)

During the Reporting Period, seven board meetings and one general
meeting were held and the attendance of each Director at these meetings is
set out in the table below:

ETEEE (@

RNBREHRE - HBTEREFESER - RBRRERE - &
EFRUEERNHLRBEREN TR -

Board meeting(s) General meeting(s)

Directors Attended/Held Attended/Held
BHiE TE8IT ek BT

BE EEEER BERE
Executive Directors: HITES:
Mr. LUK Kam Ming RS AR o 777 1/1
Mr. CHAN Chak Lun Philip BRI B S & 6/7 1/1
Mr. LUK Kwai Lung FEEREAE 7/7 11
Mr. LUK Yin Cheung EEELE 7/7 1/1
Independent Non-executive Directors: BYFPITES :
Mr. LAU On Kwok BB E 7/7 11
Mr. LAW Wing Chi Stephen EoKESRE 7/7 1/1
Dr. TSE Chi Kong HERIEL 7/7 1/1
BOARD COMMITTEES EE=ZEY
Audit Committee EREES

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

The principal duties of the Audit Committee include the following:

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

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

(i)  to review the adequacy and effectiveness of the Company’s
financial reporting system, risk management and internal control
systems and associated procedures, including the adequacy of the
resources, staff qualifications and experience, training programmes
and budget of the Company’s accounting and financial reporting
function.

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

The Audit Committee had five meetings and two of the meetings with the
Company’s external auditor during the Reporting Period.
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BOARD COMMITTEES (CONTINUED)

Audit Committee (continued)

During the Reporting Period and up to the Date of this Report, the Audit
Committee had two meetings with the Auditor to discuss the annual audit
for the Reporting Period with the following matters:

0] reviewed the audit plan for the Reporting Period;

(ii) reviewed the final results of the Group for the Reporting Period
as well as the audit report prepared by the Auditor relating to
accounting issues and major findings in course of audit; and

(iii) reviewed the financial reporting system, compliance procedures,
(including the adequacy of resources, staff qualifications and
experience, training programmes and budget of the Company’s
accounting and financial reporting function), and the re-appointment
of the Auditor.

Nomination Committee

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

The principal duties of the Nomination Committee include the following:

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

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

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

(iv)  to make recommendations to the Board on the appointment or re-
appointment of Directors and the succession planning for Directors,
in particular the chairman and the chief executive officer of the
Company.

The Nomination Committee assesses the candidate or incumbent on
criteria such as integrity, experience, skill and ability to commit time and
effort to carry out the duties and responsibilities. The recommendations of
the Nomination Committee will then be put to the Board for decision.

The written terms of reference of the Nomination Committee are available
on the websites of the Stock Exchange and the Company.
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BOARD COMMITTEES (CONTINUED)

Policy on Directors Nomination

The Company has adopted a nomination policy stating the process and
criteria to select and recommend candidates for directorship during
the Reporting Period. In identifying suitable candidate qualified to
become Board members, the Nomination Committee shall consider the
attributes complementary to the Board, business experience and Board
Expertise and skills, availability, motivation, integrity and independence of
candidates.

During the Reporting Period, the Nomination Committee had one meeting
to discuss, review and make recommendations to the Board on the
following matters:

(i) the structure, size and composition (including the skills, knowledge
and experience) of the Board;

(ii) the independence of independent non-executive Directors; and
(i) the re-appointments of the retiring Directors.

Board Diversity Policy
The Board has adopted a board diversity policy, a summary of which is
set out below:

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

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

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

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

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

(v the Nomination Committee will review this Policy annually, to ensure
the effectiveness of this Policy. The Nomination Committee will
discuss any revisions that may be required, and recommend any
such revisions to the Board for consideration and approval.
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BOARD COMMITTEES (CONTINUED)

Remuneration Committee

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

The principal duties of the Remuneration Committee include the following:

U

(i)

(i)

()

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

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

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

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

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

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

During the Reporting Period, the Remuneration Committee had four
meetings to discuss, review and make recommendations to the Board on
the following matters:

U

(i)

Company’s policy and structure for the remuneration of the
Directors and senior management of the Company; and

the remuneration packages of individual executive Directors of the
Company.
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BOARD COMMITTEES (CONTINUED)

Remuneration of Directors and Senior Management

Particulars of the remuneration of the Directors and the five highest
individuals during the Reporting Period are set out in note 8 to the
consolidated financial statements. Pursuant to code provision E.1.5 of the
CG Code, the remuneration of the members of the senior management
(including Company Secretary and excluding the Directors) whose
particulars are contained in the section headed “Directors and Senior
Management” in this Report for the Reporting Period by band is set out
below:

Remuneration band (in HK$)

ESZEE (@

EERSREERHFMH

RBEHRE - EFRALRSHMALOFHFBERTIRN
A MBIRRMES - RIBEEEATRSFRIEXEENS
- HFABEHEN RS RN ANFREETRIRERE
Bl— ﬁﬁﬁﬁ%‘i&afﬁlﬁﬁié(’@?ﬁﬂﬂwg P EERINRE
ENAE BB OB BHER S0 TS

Number of individuals

AR (BT) A
Not exceeding HK$1,000,000 T#8i81,000,0004 7T 3 Notelii
HK$1,000,001 to HK$ 1,500,000 1,000,001 7T 21,500,000 7T 1

Note : Including one of senior management who resigned on 29 November 2021.

Risk Management Committee

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

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

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

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

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

(iv)  to review material risk exposures of the Group, including market,
credit, insurance, operational, liquidity, and economic and regulatory
capital risks against the Group’s risk measurement methodologies
and management actions to monitor and control such exposures;

(v) to review annually the changes, since the last annual review, in
the nature and extent of significant risks, and the issuer’s ability to
respond to changes in its business and the external environment;
and

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

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

The Risk Management Committee had one meeting during the Reporting
Period to discuss and review risk management policy, internal control
manual, internal audit plan, internal audit report, risk management and
internal control systems.

ATTENDANCE OF DIRECTORS AT VARIOUS BOARD
COMMITTEE MEETINGS

EEZ52 (@

BEBREEZEE (H)

R EIEL 8 & w0 E R 0 E B P R AR RS A]
HER -

RREHRE - BRERZEGRITREGH - dwm&EH
RBEIRRE - WEREETM - REE&XE S - REEZ
HE - BREERAREESE o

ESHERESZESTENGER

Number of meetings attended/held

HE/BITERRE
Audit Nomination Remuneration Risk
Committee Committee Committee Management
Directors Meeting Meeting Meeting Committee Meeting
= EVZEEER REZEE8E FHEEEEE EREEZE8EE
Executive Directors BTES
Mr. LUK Kam Ming BEE R4 - 11 4/4 -
Mr. CHAN Chak Lun Philip BB E - - - 1/1
Mr. LUK Kwai Lung BEEEAE - - - 1/1
Mr. LUK Yin Cheung BEEYEE - - - 1A
Independent Non-Executive Directors BUFHTES
Mr. LAU On Kwok LB LA 5/5 - 4/4 11
Mr. LAW Wing Chi Stephen BXELE 5/5 11 - 1/1
Dr. TSE Chi Kong HERIELT 5/5 11 4/4 -

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL REPORTING
IN RESPECT OF FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the financial
statements for the Reporting Period which give a true and fair view of the
affairs of the Group and of the Group’s results and cash flows.

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

The Directors were not aware of any material uncertainties relating to
events or conditions which may cast significant doubt upon the Group’s
ability to continue as a going concemn.

The statement by the Auditor regarding their reporting responsibilities on
the consolidated financial statements of the Company is set out in the
independent auditor’s report on pages 56 to 60 of this Report.
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RISK MANAGEMENT AND INTERNAL CONTROL

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

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

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

No significant control failings or weaknesses were identified during the
Reporting Period.

The main features of risk management an intemal control structure of the
Company is as follows:

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

(ii) the management ensures appropriate actions are taken on major
risks affecting the Group’s businesses and operations; and

(iii) internal auditors provide independent assurance to the Board, the
Risk Management Committee and the management concerning the
effectiveness of risk management and internal control systems.

During the Reporting Period, major works performed by the management

in relation to risk management and internal control include the following:

i) reviewed the progress of the implementation of the mitigation plan

for the major risks identified for the year ended 31 March 2021;

(ii) identified new risks at corporate level for Reporting Period; and
incorporated them into risk register for risk assessment;
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RISK MANAGEMENT AND INTERNAL CONTROL (CONTINUED)

(iii) conducted an annual review on effectiveness of the risk
management and internal control systems of the Group, covering
all material controls including financial, operational and compliance
controls; and

(iv)  reported the results of the risk assessment and internal audit to the
Risk Management Committee and the Board.

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

INSIDE INFORMATION DISCLOSURE POLICY

The Company has established a policy on the handling and dissemination
of inside information (“Inside Information”). The inside information policy
concerns the handling and the dissemination of the Inside Information as
follows:

i) subject to the availability of a safe harbor exception, Inside
Information must be disclosed to public as soon as reasonably
practicable;

(ii) executive Directors and senior management should identify events
and/or developments which may constitute Inside Information and
report to the Board to consider whether they may constitute Inside
Information requiring disclosure;

(i) until an announcement in relation to the Inside Information is made,
the Company shall ensure the Inside Information is kept strictly
confidential; and

(iv)  If the Company believes that the necessary degree of confidentiality
cannot be maintained or that confidentiality may have been
breached, an announcement shall be made as soon as reasonably
practicable.

Inside Information is announced on the websites of the Stock Exchange
and the Company.

DIVIDEND POLICY

The Company has adopted a dividend policy facilitating the Shareholders
and investors to make informed investment decisions relating to the
Company during the Reporting Period. In considering whether to
propose a dividend and in determining the dividend amount, the Board
shall consider the following factors before declaring or recommending
dividends:

(i) the Company’s actual and expected financial performance;

(ii) retained earnings and distributable reserves of the Company and
each of the members of the Group;

(i)  the Group’s working capital requirements, capital expenditure
requirements and future expansion plans;

(iv) the Group’s liquidity position;

(v) business conditions and strategies;
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DIVIDEND POLICY (CONTINUED)
(v future operations and earnings;

(vii)  reasonable return in investment to the Shareholders and investors;
and

(viiij)  other factors that the Board may consider relevant.

Declaration and payment of dividend by the Company shall also subject to
any restrictions under the Cayman Islands laws, any applicable laws, rules
and regulations, any restrictions that may be imposed by the Group’s
lenders, if any and the Articles of Associations.

AUDITOR’S REMUNERATION

The remuneration for the audit and non-audit services provided by the
Auditor to the Group during the Reporting Period was as follows:

Type of Services

RS BUR ()
V) RREEREAN

(i)  BRERERRREFRENSEDR K

(vii) EEZEAERABERNEMERE -
RRABEREREZMRENFEFHRERSEE - ALEA
AR - RBIRIBHIMERRS - AEEE S a2 E
RIBR S (1) RABZRMA] -

B ETE

RREHRE - KB EAEBERENEZFIFERRGH
FHmT

Amount (HK$’000)

RAsER SHE(TET)
Audit services EIZRT 1,725
Non-audit services (note) AL R (Wat) 85

Note:  During the Reporting Period, the Group has engaged the Auditor and their affiliate
companies to provide non-audit services which include (i) tax service, (i) agreed-
upon procedure engagements, and (iij) other assurance engagement for retirement
scheme.

COMPANY SECRETARY

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

During the Reporting Period, Madam Woo have undertaken not less than
15 hours of relevant professional training respectively in compliance with
Rule 5.15 of the GEM Listing Rules.

SHAREHOLDERS ENGAGEMENT AND INVESTOR RELATIONS

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

The general meetings of the Company provide opportunity for the
Shareholders to communicate directly with the Directors. The chairman of
the Company and the chairmen of the Board Committees will attend the
annual general meetings to answer Shareholders’ questions. The Auditor
will also attend the annual general meetings to answer questions about
the conduct of the audit, the preparation and content of the auditor’s
report, the accounting policies and auditor independence.
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SHAREHOLDERS ENGAGEMENT AND INVESTOR RELATIONS
(CONTINUED)

To promote effective communication, the Company adopts a
Shareholders’ communication policy which aims at establishing a two-
way relationship and communication between the Company and the
Shareholders and maintains a website of the Company at www.kml.com.
hk, where up-to-date information on the Company’s business operations
and developments, financial information, corporate governance practices
and other information are available for public access.

SHAREHOLDERS’ RIGHTS

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

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

Convening of extraordinary general meeting and putting forward
proposals

Shareholders may put forward proposals for consideration at a general
meeting of the Company according to the Articles of Association. Any
one or more members holding as at date of deposit of the requisition not
less than one-tenth of the paid-up capital of the Company carrying the
right of voting at general meetings of the Company shall at all times have
the right, by written requisition to the Board or company secretary of the
Company, to require an extraordinary general meeting of the Company
to be called by the Board for the transaction of any business specified in
such requisition; and such meeting shall be held within two months after
the deposit of such requisition. If within 21 days of such deposit the Board
fails to proceed to convene such meeting the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Board shall
be reimbursed to the requisitionist(s) by the Company.

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

Enquiries to the Board

Shareholders who intend to put forward their enquiries to the Company
could send it by following means for the attention of the Company
Secretary:

By post: B12, G/F., Shatin Industrial Centre, Siu Lek Yuen Road,
Shatin, New Territories, Hong Kong.
By email: iro@kml.com.hk

CONSTITUTIONAL DOCUMENTS

There was no change in the Memorandum and Articles of Association
during the Reporting Period.

ENVIRONMENTAL, SOCIAL AND GOVERANCE REPORT

During the Reporting Period, the Group prepared and began to formulate
the environmental, social and governance report of the Company in
accordance with the Environmental, Social and Governance Reporting
Guide issued by the Stock Exchange. Such report is proposed to be
published in August 2022.
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Independent Auditor’s Report
B RS

Ernst & Young

27/F, One Taikoo Place
979 King’s Road
Quarry Bay, Hong Kong

EY::

To the shareholders of KML Technology Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of KML Technology
Group Limited (the “Company”) and its subsidiaries (the “Group”) set
out on pages 61 to 131, which comprise the consolidated statement of
financial position as at 31 March 2022, and the consolidated statement of
profit or loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements, including
a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 March
2022, 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.

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

KMLTechnology Group Limited ® Annual Report 2021/22
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Independent Auditor’s Report

BN ZBE RS

To the shareholders of KML Technology Group Limited (continued)

(Incorporated in the Cayman Islands with limited liability)
KEY AUDIT MATTERS (continued)

Key audit matter

RRETER

Contract revenue from and contract costs of Transportation Mission Critical System Solutions, Mobile Ticketing and Digital

HEHNHEEFRARARRE (8)
(REIEF S LMK LA BREF])

HMREASRE)

How our audit addressed the key audit matter

REFTHRMERARETBTENSR

Payment Solutions and Services and Mechanical and Electrical ("M&E") Technology Solutions and Engineering Services

REXBHERFZHALR  HBEBERBBZNBRTRRRBERBE (BB RITHEARTRER TRRBEHEN KR EHEE

For the year ended 31 March 2022, aggregate amounts
of the Group’s revenue and costs recognised in (i)
Transportation Mission Critical System Solutions, (i) Mobile
Ticketing and Digital Payment Solutions and Services and
(iii) M&E Technology Solutions and Engineering Services
contracts were HK$128,074,000 and HK$97,109,000,
respectively.

Revenue from these services is recognised over time and
the input method is adopted to measure progress towards
complete satisfaction of services. The input method
recognises revenue based on the proportion of the actual
costs incurred relative to the budget contract costs for
satisfaction of these services.

The budget contract costs are prepared based on
management’s estimates, such as estimation of direct
labour costs to be incurred and quotations provided by the
major contractors, suppliers or vendors involved.

Significant estimation is involved and uncertainty exists
in determining the budget contract costs recognised for
contract works.

Related disclosures are included in notes 3, 4 and 5 to the
consolidated financial statements.

HE_Z-_F=-A=+—HLEFE X EBEE£EHROIRE
Eﬁﬁi/\,/uﬁﬁ?&iﬁ% , (ii)?ﬁiﬁ?&ﬁ%&%ﬁiﬁﬁ#ﬁ%ﬁm&ﬂfﬁ
4 R (i BT RT B R TIRRBE LR KK
K5 Bl #)5128,074,0005 7T 597,109,000/ 7T °
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ZERIGIAE S KIRARLL DI RER Y &

BEAKKRATIRBHERENMG - SELENERS
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IERIRBE BN AR S M T3 RR M S - PIRE4 e =25

Our procedures included:

Obtaining from management an understanding of the budget
contract costs and how the budget contract costs were
evaluated;

Obtaining the breakdown of budget contract costs and, on
a sample basis, evaluating management’s estimation of the
budget contract costs;

Recalculating the revenue recognised with reference to
the contract costs incurred for the work performed to date
relative to the total budget contract costs; and

Checking the contract costs incurred to the amounts of costs
recorded in the direct labour costs, subcontractor payment
certificates and supplier invoices, on a sample basis.
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Independent Auditor’s Report
B RS

To the shareholders of KML Technology Group Limited (continued)
(Incorporated in the Cayman Islands with limited liability)

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 liquidate 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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Independent Auditor’s Report
B ZH RS

To the shareholders of KML Technology Group Limited (continued)
(Incorporated in the Cayman Islands with limited liability)

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. 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:

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

o Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

o 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.
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Independent Auditor’s Report
B RS

To the shareholders of KML Technology Group Limited (continued)
(Incorporated in the Cayman Islands with limited liability)

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

o 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.

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 CHIU, Caroline Su Yuen.

Ernst & Young

Certified Public Accountants
Hong Kong

17 June 2022

KMLTechnology Group Limited ® Annual Report 2021/22

HEHMREEARARARR (F)
(REIEFSEMA LA BRI F])

RBEAHEH REMBHRROEEE)

. AHESRS M BMROERIIRT N - BB RAT
a%ﬁ&g CAREREFTERERRE T B REMERR
SHNEIA o

. P EEEABESXEBLINYHBENERT

i ﬁ%‘ﬁ‘ﬂ%%?b; NEEGAMBREERE
R-#MaE BEEEFNNTR  EERHT-
KMABTERAERSNEL -

BMEFEXEZEER T ENETHE FEZHE &
REBANHASE - BRERMER R HBI L ARG A TR
EpNizK

BPERESZESRIER  HPARMETA BB
MR ERBEER - WERMBIBRE LA IR HER
REFERMBIMENMABERMEMER  AREER
MIERT - FRETENERR B 2 B HER) #E iE -

HHERZ S SBANEERT  RAMEPWLEREAH
HAMBRANETRAER  AMBEKEREAESE -
HOEREEN RS PG RIE - BRIDERERTAN
NRRBELER  FEMFERNBERT - WRAETR
HERMRETEAXEFRENNEARREBELNR

TN BPIRENEERSTBBZESR -

HARBYRBMBENETERABABHER -

BRETHTBBAT
HESETAD

B
—E-FXA+TLEAR



Conso
FeBmREMEEBER

For the yearended 31 March 2022 BZE=—Z-_—F=A=+—HILFE

REVENUE
Cost of sales

Gross profit

Other income

Other gains and losses, net

Impairment losses on financial assets and
contract assets, net of reversal

Administrative expenses

Finance costs

PROFIT BEFORE TAX
Income tax expense

PROFIT FOR THE YEAR

PROFIT AND TOTAL COMPREHENSIVE INCOME
FOR THE YEAR ATTRIBUTABLE TO OWNERS

OF THE COMPANY

EARNINGS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY HOLDERS OF THE
COMPANY

Basic

Diluted

Yoz
SHERA
EM

HABYA
HAtWeas K B 1R

ERMEERANEERERR

kR E
TTIRFAE
BAERKA
B A
PSR
FRER
AREHEA ANEEFREN R

EE WS

RATE BB E A
SIEF

Notes

B EE

10

12

idated Statement of Profit or Loss and Other Comprehensive Income

2022 2021
—E-CF =5 = —E
HK$’000 HK$'000
FET FHT
162,559 224,839
(118,040) (160,656)
44,519 64,183
6,526 13,072
701 225
(109) (144)
(41,748) (40,618)
(236) 261)
9,653 36,457
(1,768) (4,460)
7,885 31,997
7,885 31,997

HK1.97 cents
1.977% 4l

HK8.07 cents
8.0771

HK1.96 cents
1.96581L

HK8.06 cents
8.0675 1l

ESHRANEEBRAR s —BE-— /" HER
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Consolidated Statement of Financial Position
e BB ER

At31 March 2022 R=ZZT=—fF=A=+—H

2022 2021
—E-CF —E-—F
Notes HK$’000 HK$'000
B s FHT FEx
NON-CURRENT ASSETS EMBEE
Property, plant and equipment L EN Y S 13 4,705 5,890
Right-of-use assets EREEE 14(a) 6,224 3,440
Deposits by 17 1,011 1,321
Financial assets at fair value through profit or loss BEARBEFABENEREE 15 5,913 5,661
Total non-current assets ERBNVEELLTR 17,853 16,312
CURRENT ASSETS mENEE
Inventories FE 237 279
Trade receivables H 5 e RIE 16 50,974 40,729
Other receivables, deposits and prepayments HMEWRRIE Rk
FETFRIE 17 6,225 4,506
Contract assets BHEE 18 47,930 63,880
Financial asset at fair value through profit or loss BARBERABENESREE 15 1,323 =
Tax recoverable Al e B IE 2,841 —
Pledged bank deposits BEMIBITFRK 20 13,837 13,826
Time deposits with original maturity over REFHBBE=MAN
three months TEHFR 20 16,629 5,090
Bank balances and cash RITHEHBRIA S 20 75,397 108,801
Total current assets REVEEEEE 215,393 237,111
CURRENT LIABILITIES mEEE
Trade and retention payables B RNFIBREMNMRES 21 8,643 12,699
Other payables and accruals H A e E R IERT & A 22 11,536 12,540
Lease liabilities HEamE 14(b) 6,190 3,213
Contract liabilities aHaE 19 17,053 32,317
Tax payable FERBIIE 246 340
Total current liabilities mENB B 43,668 61,109
NET CURRENT ASSETS mEBEEFE 171,725 176,002
TOTAL ASSETS LESS CURRENT LIABILITIES BEERREEE 189,578 192,314
NON-CURRENT LIABILITIES ERBEE
Lease liabilities HEBE 14(p) 130 318
Deferred tax liabilities BERIEAE 23 21 185
Total non-current liabilities SEmBEERER 151 503
Net assets BEFE 189,427 191,811
EQUITY e
Share capital R& R 25 4,025 4,025
Reserves & 185,402 187,786
Total equity B 189,427 191,811
Mr. Luk Kam Ming Mr. Chan Chak Lun Philip
FEeERE k£ BROZB £
Director Director
EE EZE

KMLTechnology Group Limited ® Annual Report 2021/22
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Consolidated Statement of Changes in Equity
MERRBER

Attributable to owners of the Company

FARER AR
Shares held
under the Share-based
Share Share share award payment Other Accumulated Total
capital premium scheme reserve reserves profits equity

BROED  URGA
SHEET HBAR
B REE HENRG W HRE Fahadl arEs
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThL TATL Th TATL TAL Fhr TAT
(note 37)  (notes 36, 37) (note 26)
(WzEa7)  (Mi5E36, 37) (Miz26)

At 1 April 2020 RZE-ZFNA—H 4,000 47,552 (858) 305 14,791 100,396 166,186
Profit and total comprehensive income ERNENREERREE

for the year - - - - - 31,997 31,997
Issue of shares upon exercise of share R RERE RN (W2

options (note 25) 25 886 - (263) - - 648
Equity-settled share option amangements BB BIRIEZH (Hi236)

ote 36) . . . 695 . . 695
Purchases of shares for the share award BRI BB B R

scheme (note 37) (Hiit37) - = (143) = = = (143)
Equity-setfled share award amangements ~ Zzs & E IR B Bl 5

(note 37) (Hiztsr) - - - 359 - = 359
Vesting of shares under share award Ry @B RRN HHs57)

scheme (note 57) - - 176 (176) - - -
Dividend paid BRRE - (7,931) - - - = (7,931)
At 31 March 2021 and 1 April 2021 R-Z-—%F=A=t+-Hk

“Z-—%MA-H 4,025 40,507 (825)* 920* 14,791* 132,393* 191,811

Profit and total comprehensive income ERNENREERRLE

for the year - - - - - 7,885 7,885
Equity-settled share option arrangements x4 ERER H (#:736)

(note 36) - - - 57 - - 57
Purchases of shares for the share award UG SRE Rk )

scheme (1ote 37) W i37) - - o) - - - o)
Equity-settled share award amangements &R B Bl 5

ote 37) (H37) - - - 502 - - 502
Forfaiture of share options fnote 36) SRIEEIRIE (17236) - - - (143) - 143 -
Forfeiture of share awards (note 57) SRR 28 (H#237) - - - (96) - 9 -
Vesting of shares under share award Ry @ 2B RRN HiHs7)

scheme (note 37) - - 125 (125) - - -
Dividend paid BfRe - (10909) - - - - (10909)
At 31 March 2022 R-Z-—#=A=t-H 4,025 29,598* (709)* 1,205% 14,791* 140,517* 189,427
= These reserve accounts comprise the consolidated reserves of HK$185,402,000 * ZEEERE RIE R A MR RARERE (#15185,402,0007

(2021: HK$187,786,000) in the consolidated statement of financial position. Jt(ZZF=—% : 187,786,000/ 7T) °
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Consolidated Statement of Cash Flows

GeRTRER

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax
Adjustments for:
Bank interest income

Interest income from financial assets at fair value

through profit or loss

Gain on disposal of property, plant and equipment

Written-off of trade payables

Fair value loss/(gain) on financial assets at fair value

through profit or loss

Covid-19-related rent concessions from a lessor

Depreciation of property, plant and equipment

Depreciation of right-of-use assets

Equity-settled share option expenses
Equity-settled share award expenses
Impairment losses on financial assets and contract

assets, net of reversal
Finance costs

Decrease in inventories

(Increase)/decrease in trade receivables
(Increase)/decrease in other receivables,

deposits and prepayments
Decrease/(increase) in contract assets

Increase/(decrease) in trade and retention payables
(Decrease)/increase in other payables and accruals

(Decrease)/increase in contract liabilities

Cash generated from operations
Interest paid for lease payments
Income tax paid

Net cash flows (used in)/from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received

Purchase of property, plant and equipment
Proceeds from disposal of property, plant and

equipment

Additions of financial assets at fair value through

profit or loss

Proceeds from settlements of financial assets

at fair value through profit or loss

Withdrawal of time deposits with original maturity

over three months

Placement of time deposits with original maturity

over three months

(Placement)/withdrawal of pledged bank deposits

Net cash flows used in investing activities
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2022 2021

—E-CF —E-—F

Notes HK$’000 HK$'000
B s FExT FHT
9,653 36,457
6 (267) (342)
6 (329) (219)
6 (155) =
6 (5,002) =
31 180 (154)
14(p) (11) (150)
13 2,037 1,980
14(a) 6,049 5,830
36 57 695
37 592 359
32 109 144
7 236 261
13,149 44,861

42 67

(10,520) 4,971

(1,409) 4,570
16,116 (934)
946 (5,871)

(1,045) 1,853

(15,264) 855

2,015 50,372
(236) (261)
(4,867) (4,735)

(3,088) 45,376

382 342
(931) (1,897)

234 -

(19,893) (119)

18,393 -

40,140 42,945

(51,679) (41,688)

(11) 219

(13,365) (198)
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Consolidated Statement of Cash Flows (Continued)

MEREMNER( E)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares

Purchases of shares for share award scheme
Principal portion of lease payments

Dividends paid

Net cash flows used in financing activities

NET (DECREASE)/INCREASE IN CASH AND CASH
EQUIVALENTS
Cash and cash equivalents at beginning of year

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

RETHAELNRSRE
BB P E0A
pLAx 0 EREN R BRI B
HENFNALHD
[RANEEES)

MAFDFAORLREFR
ReRASSEN(AD),/
B
RS KA FED

FRRELBEFEY
BIRITRBRIRE TR

2022 2021
—E-—F T —F
HK$’000 HK$’000
FHET FHT
- 648
9) (143)
(6,033) (5,603)
(10,909) (7,931)
(16,951) (13,029)
(33,404) 32,149
108,801 76,652
75,397 108,801
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Notes to Consolidated Financial Statements

e R R

CORPORATE AND GROUP INFORMATION 1. 2ARREEER
KML Technology Group Limited (the “Company”) is a limited liability SHEEEEEERAF((RATF]) A—HRFSE
company incorporated in the Cayman Islands. The registered office SEMEZHBR AR o ARA R A MR R
address of the Company is Cricket Square, Hutchins Drive, PO Box i A Cricket Square,Hutchins Drive, PO Box 2681,
2681, Grand Cayman KY1-1111, Cayman Islands. The principal Grand Cayman KY1-1111, Cayman Islands ° ZNA &)
place of business of the Company in Hong Kong is located at B12, REBNEZEEMU AEBNRDHNERE D
G/F, Shatin Industrial Centre, Siu Lek Yuen Road, Shatin, New HIZEFROH TBI2E ©
Territories, Hong Kong.
The principal activity of the Company is investment holding and its RARMEBEBAREERERENB AR (HHEA
subsidiaries (collectively referred to as the “Group”) are principally [REE]) TZRFRMUME (BB TEFEAFTR
engaged in the provision of mechanical and electrical (“M&E”) KPR o
engineering solutions and services.
Information about subsidiaries ERMBATNER
Particulars of the Company’s subsidiaries as at 31 March 2022 are ARBR_ZE-_—F=ZA=1+—BZKBRARFS
as follows: Ul
Place of Issued Percentage of equity
incorporation/ ordinary/ attributable to the Company
registration registered KAREGERE AL
Name and business share capital Direct Indirect Principal activities
BMRYL/ BER BRTLER/
£ BRH ERRA E# 5F TEEH
Directly held:
EERE
KML Group (BVI) Limited British Virgin Islands US$1 100% = Investment holding
(“BVI")/Hong Kong
KML Group (BVI) Limited EBRAHE ((ARE e 100% - REEK
aBBl) /BE
KML eCommerce (BVI) Limited BVI US$1 100% = Investment holding
KML eCommerce (BVI) Limited RERTHS E 100% - RBER
Indirectly held:
BiERE -
KML Engineering Limited Hong Kong HK$10,000,000 - 100% Provision of professional M&E
(‘KML Engineering’) system engineering services
for railway and road transport
infrastructure projects and sales of
parts and components
ERRRIERERAA BE 10,000,000% ¢ - 100% REBRRAERBARER
([BHNEIR)) RUZERIZRTIRRER
HETH R
KML Technology Limited Hong Kong HK$3,020,000 = 100% Provision of professional M&E
system engineering services
for railway and road transport
infrastructure projects
BHNEERAR BB 3,020,000 - 100% RERRARTBERER
RUZERIZRTIRRS
KML Capitals Limited Hong Kong HK$10,000 = 100% Investment on financial assets
BHREBRAR B 10,000/87C - 100% SRIARE
€2B Limited Hong Kong HK$10,000 = 100% Dormant
2B Limited BA 10,0007%7¢ - 100% ET)

KMLTechnology Group Limited

Annual Report 2021/22



Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

2.1

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 (the “HKICPA”),
accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost convention,
except for financial assets at fair value through profit or loss which
have been measured at fair value. These financial statements are
presented in Hong Kong dollars (‘HK$”) and all values are rounded
to the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year ended
31 March 2022. 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.

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 Company 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 members 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.
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Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

2.1

2.2

BASIS OF PREPARATION (CONTINUED)

Basis of consolidation (continued)

If the Group loses control over a subsidiary, it derecognises (i)
the assets and liabilities of the subsidiary, (i) the carrying amount
of any non-controlling interest and (jii) the cumulative translation
differences recorded in equity; and recognises (i) the fair value of the
consideration received, (i) the fair value of any investment retained
and (i) 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 accumulated profits, as
appropriate, on the same basis as would be required if the Group
has directly disposed of the related assets or liabilities.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised HKFRSs for the first
time for the current year’s financial statements:

Amendments to HKFRS 9, Interest Rate Benchmark Reform
HKAS 39, HKFRS 7, - Phase 2
HKFRS 4 and HKFRS 16

Amendment to HKFRS 16 Covid-19-Related Rent Concessions

beyond 30 June 2021

The nature and the impact of the revised HKFRSs are described
below:

(@  Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS
4 and HKFRS 16 address issues not dealt with in the
previous amendments which affect financial reporting when
an existing interest rate benchmark is replaced with an
alternative risk-free rate (“RFR”). The amendments provide
a practical expedient to allow the effective interest rate to be
updated without adjusting the carrying amount of financial
assets and liabilities when accounting for changes in the
basis for determining the contractual cash flows of financial
assets and liabilities, if the change is a direct consequence
of the interest rate benchmark reform and the new basis
for determining the contractual cash flows is economically
equivalent to the previous basis immediately preceding
the change. In addition, the amendments permit changes
required by the interest rate benchmark reform to be made
to hedge designations and hedge documentation without the
hedging relationship being discontinued. Any gains or losses
that could arise on transition are dealt with through the
normal requirements of HKFRS 9 to measure and recognise
hedge ineffectiveness. The amendments also provide a
temporary relief to entities from having to meet the separately
identifiable requirement when an RFR is designated as a risk
component. The relief allows an entity, upon designation
of the hedge, to assume that the separately identifiable
requirement is met, provided the entity reasonably expects
the RFR risk component to become separately identifiable
within the next 24 months. Furthermore, the amendments
require an entity to disclose additional information to enable
users of financial statements to understand the effect of
interest rate benchmark reform on an entity’s financial
instruments and risk management strategy.

KMLTechnology Group Limited ® Annual Report 2021/22
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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (CONTINUED)

(@)

(continued)

The Group did not have any interest-bearing bank and
other borrowings denominated in Hong Kong dollars based
on the Hong Kong Interbank Offered Rate (‘HIBOR”) and
United States dollars based on the London Interbank Offered
Rate (“LIBOR”) as at 31 March 2022. The amendments
did not have any significant impact on the Group’s financial
statements.

Amendment to HKFRS 16 issued in April 2021 extends the
availability of the practical expedient for lessees to elect not
to apply lease modification accounting for rent concessions
arising as a direct consequence of the covid-19 pandemic
by 12 months. Accordingly, the practical expedient applies
to rent concessions for which any reduction in lease
payments affects only payments originally due on or before
30 June 2022, provided the other conditions for applying
the practical expedient are met. The amendment is effective
retrospectively for annual periods beginning on or after 1
April 2021 with any cumulative effect of initially applying the
amendment recognised as an adjustment to the opening
balance of retained profits at the beginning of the current
accounting period. Earlier application is permitted.

The Group has adopted the amendment on 1 April 2021
and applied the practical expedient during the year ended 31
March 2022 to all rent concessions granted by the lessors
that affected only payments originally due on or before
30 June 2022 as a direct consequence of the covid-19
pandemic. A reduction in the lease payments arising from the
rent concessions of HK$11,000 has been accounted for as
a variable lease payment by derecognising part of the lease
liabilities and crediting to profit or loss for the year ended 31
March 2022. There was no impact on the opening balance
of equity as at 1 April 2021.
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e TS RR M

Forthe yearended 31 March 2022 HE—ZT-—F=A=t+—HILFE

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs 2.3 EEMEMKRERZEBUEREEL

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 Reference to the Conceptual
Framework '

Amendments to HKFRS 10 and Sale or Contribution of Assets between

HKAS 28 (2011) an Investor and its Associate or
Joint Venture®
HKFRS 17 Insurance Contracts?
Amendments to HKFRS 17 Insurance Contracts *®

Amendments to HKFRS 17 Initial Application of HKFRS 17 and
HKFRS 9 - Comparative
Information >

Amendments to HKAS 1 Classification of Liabilities as Current
or Non-current *

Amendments to HKAS 1 and Disclosure of Accounting Policies ?

HKFRS Practice Statement 2

Amendments to HKAS 8 Definition of Accounting Estimates ®

Amendments to HKAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction®

Amendments to HKAS 16 Property, Plant and Equipment:
Proceeds before Intended Use'!

Amendments to HKAS 37 Onerous Contracts — Cost of Fulfiling

a Contract'

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

Annual Improvements to HKFRSs
2018-2020

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

2 Effective for annual periods beginning on or after | January 2023
§ No mandatory effective date yet determined but available for adoption
4 As a consequence of the amendments to HKAS 1, Hong Kong

Interpretation & Presentation of Financial Statements — Classification by the
Borrower of a Term Loan that Contains a Repayment on Demand Clause
was revised in October 2020 to align the corresponding wording with no
change in conclusion

g As a consequence of the amendments to HKFRS 17 issued in October
2020, HKFRS 4 was amended to extend the temporary exemption that
permits insurers to apply HKAS 39 rather than HKFRS 9 for annual periods
beginning before | January 2023

© The HKICPA amends HKFRS 17 in February 2022 to permit a classification
overlay for financial assets presented in comparative periods on initial
application of HKFRS 17

KMLTechnology Group Limited ® Annual Report 2021/22
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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

2.3

ISSUED BUT NOT YET EFFECTIVE HKFRSs (CONTINUED)

Further information about those HKFRSs that are expected to be
applicable to the Group is described below:

Amendments to HKFRS 3 are intended to replace a reference to
the previous Framework for the Preparation and Presentation of
Financial Statements with a reference to the Conceptual Framework
for Financial Reporting (the “Conceptual Framework”) issued
in June 2018 without significantly changing its requirements. The
amendments also add to HKFRS 3 Business Combinations an
exception to its recognition principle for an entity to refer to the
Conceptual Framework to determine what constitutes an asset or
a liability. The exception specifies that, for liabilities and contingent
liabilities that would be within the scope of HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets or HK(IFRIC)-Int
21 Levies if they were incurred separately rather than assumed
in a business combination, an entity applying HKFRS 3 should
refer to HKAS 37 or HK(IFRIC)-Int 21 respectively instead of the
Conceptual Framework. Furthermore, the amendments clarify that
contingent assets do not qualify for recognition at the acquisition
date. The Group expects to adopt the amendments prospectively
from 1 April 2022. Since the amendments apply prospectively to
business combinations for which the acquisition date is on or after
the date of first application, the Group will not be affected by these
amendments on the date of transition.

Amendments to HKFRS 10 and HKAS 28 (2011) address an
inconsistency between the requirements in HKFRS 10 and in HKAS
28 (2011) in dealing with the sale or contribution of assets between
an investor and its associate or joint venture. The amendments
require a full recognition of a gain or loss resulting from a
downstream transaction when the sale or contribution of assets
between an investor and its associate or joint venture constitutes
a business. For a transaction involving assets that do not
constitute a business, a gain or loss resulting from the transaction
is recognised in the investor’s profit or loss only to the extent of
the unrelated investor’s interest in that associate or joint venture.
The amendments are to be applied prospectively. The previous
mandatory effective date of amendments to HKFRS 10 and HKAS
28 (2011) was removed by the HKICPA in January 2016 and a new
mandatory effective date will be determined after the completion of
a broader review of accounting for associates and joint ventures.
However, the amendments are available for adoption now. The
amendments are not expected to have any significant impact on
the Group’s financial statements.

2.3
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Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

2.3

ISSUED BUT NOT YET EFFECTIVE HKFRSs (CONTINUED)

Amendments to HKAS 1 Classification of Liabilities as Current
or Non-current clarify the requirements for classifying liabilities
as current or non-current. The amendments specify that if an
entity’s right to defer settlement of a liability is subject to the entity
complying with specified conditions, the entity has a right to defer
settlement of the liability at the end of the reporting period if it
complies with those conditions at that date. Classification of a
liability is unaffected by the likelihood that the entity will exercise
its right to defer settlement of the liability. The amendments also
clarify the situations that are considered a settlement of a liability.
The amendments are effective for annual periods beginning on or
after 1 January 2023 and shall be applied retrospectively. Earlier
application is permitted. The amendments are not expected to have
any significant impact on the Group’s financial statements.

Amendments to HKAS 1 Disclosure of Accounting Policies require
entities to disclose their material accounting policy information
rather than their significant accounting policies. Accounting policy
information is material if, when considered together with other
information included in an entity’s financial statements, it can
reasonably be expected to influence decisions that the primary users
of general purpose financial statements make on the basis of those
financial statements. Amendments to HKFRS Practice Statement 2
provide non-mandatory guidance on how to apply the concept of
materiality to accounting policy disclosures. Amendments to HKAS
1 are effective for annual periods beginning on or after 1 January
2023 and earlier application is permitted. Since the guidance
provided in the amendments to HKFRS Practice Statement 2 is
non-mandatory, an effective date for these amendments is not
necessary. The Group is currently assessing the impact of the
amendments on the Group’s accounting policy disclosures.

Amendments to HKAS 8 clarify the distinction between changes
in accounting estimates and changes in accounting policies.
Accounting estimates are defined as monetary amounts in financial
statements that are subject to measurement uncertainty. The
amendments also clarify how entities use measurement techniques
and inputs to develop accounting estimates. The amendments
are effective for annual reporting periods beginning on or after 1
January 2023 and apply to changes in accounting policies and
changes in accounting estimates that occur on or after the start of
that period. Earlier application is permitted. The amendments are
not expected to have any significant impact on the Group’s financial
statements.
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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

2.3

ISSUED BUT NOT YET EFFECTIVE HKFRSs (CONTINUED)

Amendments to HKAS 12 narrow the scope of the initial recognition
exception so that it no longer applies to transactions that give rise
to equal taxable and deductible temporary differences, such as
leases and decommissioning obligations. Therefore, entities are
required to recognise a deferred tax asset and a deferred tax liability
for temporary differences arising from these transactions. The
amendments are effective for annual reporting periods beginning on
or after 1 January 2023 and shall be applied to transactions related
to leases and decommissioning obligations at the beginning of the
earliest comparative period presented, with any cumulative effect
recognised as an adjustment to the opening balance of retained
profits or other component of equity as appropriate at that date.
In addition, the amendments shall be applied prospectively to
transactions other than leases and decommissioning obligations.
Earlier application is permitted. The amendments are not expected
to have any significant impact on the Group’s financial statements.

Amendments to HKAS 16 prohibit an entity from deducting from
the cost of an item of property, plant and equipment any proceeds
from selling items produced while bringing that asset to the location
and condition necessary for it to be capable of operating in the
manner intended by management. Instead, an entity recognises
the proceeds from selling any such items, and the cost of those
items, in profit or loss. The amendments are effective for annual
periods beginning on or after 1 January 2022 and shall be applied
retrospectively only to items of property, plant and equipment made
available for use on or after the beginning of the earliest period
presented in the financial statements in which the entity first applies
the amendments. Earlier application is permitted. The amendments
are not expected to have any significant impact on the Group’s
financial statements.

Amendments to HKAS 37 clarify that for the purpose of assessing
whether a contract is onerous under HKAS 37, the cost of fulfilling
the contract comprises the costs that relate directly to the contract.
Costs that relate directly to a contract include both the incremental
costs of fulfilling that contract (e.g., direct labour and materials)
and an allocation of other costs that relate directly to fulfilling that
contract (e.g., an allocation of the depreciation charge for an item
of property, plant and equipment used in fulfiling the contract as
well as contract management and supervision costs). General and
administrative costs do not relate directly to a contract and are
excluded unless they are explicitly chargeable to the counterparty
under the contract. The amendments are effective for annual
periods beginning on or after 1 January 2022 and shall be applied
to contracts for which an entity has not yet fulfilled all its obligations
at the beginning of the annual reporting period in which it first
applies the amendments. Earlier application is permitted. Any
cumulative effect of initially applying the amendments shall be
recognised as an adjustment to the opening equity at the date of
initial application without restating the comparative information. The
amendments are not expected to have any significant impact on
the Group’s financial statements.
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Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

2.3

ISSUED BUT NOT YET EFFECTIVE HKFRSs (CONTINUED)

Annual Improvements to HKFRSs 2018-2020 sets out amendments
to HKFRS 1, HKFRS 9, lllustrative Examples accompanying HKFRS
16, and HKAS 41. Details of the amendments that are expected to
be applicable to the Group are as follows:

° HKFRS 9 Financial instruments: clarifies the fees that an
entity includes when assessing whether the terms of a
new or modified financial liability are substantially different
from the terms of the original financial liability. These fees
include only those paid or received between the borrower
and the lender, including fees paid or received by either the
borrower or lender on the other’s behalf. An entity applies
the amendment to financial liabilities that are modified or
exchanged on or after the beginning of the annual reporting
period in which the entity first applies the amendment. The
amendment is effective for annual periods beginning on or
after 1 January 2022. Earlier application is permitted. The
amendment is not expected to have a significant impact on
the Group’s financial statements.

o HKFRS 16 Leases: removes the illustration of payments
from the lessor relating to leasehold improvements in
lllustrative Example 13 accompanying HKFRS 16. This
removes potential confusion regarding the treatment of lease
incentives when applying HKFRS 16.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Interests in joint operations

A joint operation is a joint arrangement whereby the parties that
have joint control of the arrangement have rights to the assets,
and obligations for the liabilities, relating to the arrangement.
Joint control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the relevant
activities require the unanimous consent of the parties sharing
control.

The Group recognises in relation to its interest in a joint operation:

° its assets, including its share of any assets held jointly;

o its liabilities, including its share of any liabilities incurred
jointly;

° its revenue from the sale of its share of the output arising

from the joint operation;

° its share of the revenue from the sale of the output by the
joint operation; and

o its expenses, including its share of any expenses incurred
jointly.

The assets, liabilities, revenues and expenses relating to
the Group’s interest in a joint operation are accounted for in
accordance with the HKFRSs applicable to the particular assets,
liabilities, revenues and expenses.
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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Fair value measurement

The Group measures its financial assets at fair value through profit
or loss at fair value 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

Level2 - 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

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.
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Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
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. In testing a cash-
generating unit for impairment, a portion of the carrying amount of
a corporate asset (e.g., a headquarters building) is allocated to an
individual cash-generating unit if it can be allocated on a reasonable
and consistent basis or, otherwise, to the smallest group of cash-
generating units.

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/amortisation) 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 Consolidated Financial Statements
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

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

(@)

or

the party is a person or a close member of that person’s
family and that person

(i)
(i
(i

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the
Group or of a parent of the Group;

the party is an entity where any of the following conditions
applies:

U

(i)

(i

(iv)

(vi)

(vii)

(viil

the entity and the Group are members of the same
group;

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

the entity and the Group are joint ventures of the same
third party;

one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

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

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

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

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 Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment

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:

Leasehold improvement Over the shorter of the lease terms and 20%
Furniture and fixtures 20%

Plant and machinery 20%
Computer equipment 20%
Motor vehicles 20%
Cruiser 20%

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 depreciation methods
are reviewed, and adjusted if appropriate, at least at each financial
year end.

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.

Research and development costs
All research costs are charged to profit or loss as incurred.

Expenditure incurred on projects to develop new projects is
capitalised and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so that
it will be available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure during
the development. Project development expenditure which does not
meet these criteria is expensed when incurred.

KMLTechnology Group Limited ® Annual Report 2021/22

EXRSTHEELRE (@)

Wi BERRE

ME - BB RREREAR R E R EE
BIR - W% BEMREBEEKABELBES
Ko AEARI 60 8 2 3 B AT {62 PR A8 % S8 (6 P 3 B /6%
ERGZ BRERTAA ©

M - B MREE B RAEFRELS ZHX (N4
ERREER —RRELPFHBBRENR - EFE
ERREZBERT TBREBAETUEARL
ER—RERIIANBEEZREE - W% BER
RECERZRNATHER  AEESERFID
ERREEFENERFR B LEE - YatER
JEITE -

FERSEVE  BELRBEE ZETAIEAF
HUBREEESE - AMSEERAZ ARIRE
BE-ptf s  ABZEEFEMT

Y ES BRI 20% (ABE & A%)
MR EEE 20%
RS Rt 35 20%
EISRE 20%
R 20%
NRUER 20%

¥ - BB RZRFHEE 2B OB TR EHRF
B AIZBEEZRASRABEESEE TR
7 MEMBDEBILAENE - ELREVREE
FEBERNKAR(WER) FREE  TERF
HIRITERE -

W% BB MERERR (BREMCEAERCER
o) R ERER TS B EEARHEELARRE
BENER AL TR - RZEER IR ZFEER
MR HE X MEMEE 2 EAREREE - A
HEMSHIRFHEERBEERMER I ZHE -

TR
FRARTFURCA N EE R B 1R E R

#118 B B EE EE ZFSUERAEEF AR
LRemER B EERERAIEE  EETKRE
BENEARHEREE  REER SRR
B2 % BRTKIABAREZERAEMA SN
AEREHREZAXE  TERREALINELES
AR - RENERFREZHBREFRXBRE
R -



Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

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.

Group as a lessee

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.

@

®)

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. 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 1.5to 3 years
Warehouse 2 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.

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.

The Group’s lease liabilities are separately disclosed in the
consolidated statement of financial position.
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Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leases (continued)

Group as a lessee (continued)

(c) Short-term leases and leases of low-value assets
The Group applies the short-term lease recognition
exemption to its short-term leases of containers (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).
It also applies the recognition exemption for leases of low-
value assets to the containers that are considered to be of
low value.

Lease payments on short-term leases and leases of low-
value assets are recognised as an expense on a straight-line
basis over the lease term.

Leases that transfer substantially all the risks and rewards incidental
to ownership of an underlying asset to the lessee are accounted for
as finance leases.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently
measured at amortised cost 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 (“SPPI”) 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.

KMLTechnology Group Limited ® Annual Report 2021/22

EXRSTHEELRE (@)

HE (@)

FEEEBEBEA )

) FHHBEREKEEEZHE
AEEBENEERIARCEANELERD
CHIIES (BB Fta A BT A B A1 21E A =X
AT TETBEREEEENTHE) - KE
BEEERERRR L TEARERSEEE

HERMEEE -

REHENEEN KR EEEEEHEENE
HNIZEREER R -

AR A ER AR 2 ER & 3 A R EH% =&
HANEEARIISBRERS

RERAMEREE
LR R 18
SREENRV SRR DR - R HEKA IR

RREFFABGRANE -

NTHABNEREEDRIARSREENSH
RERERBARAEEEERENEBER - R
T AEEEABEKD RAEEDRATHEEKR
BEXRDFEZNENITHRENEZE S EKGIA
Sh - AEEMRIR AR ENLE(HEREELIFHZA
AEFAER) RIUAAESHEE - W TEEE
ABERDRAEEERAYEATRETEZE
ZIENGRIR - THRIE T X[ s iR | Pl IR SR R PR
ERVHREENFISHRET 2R HERTE -

BESBAERBERSRRAAEIAL LD
EREETHRRE  BEEMRBINES
BAMERSTE (MBXAESRAL)HHES
7R - BORBWMELAES RIS HE
E - TREEBEANE  HRAAEHARSS
FRHHE -

FEEERERAENERRA R NAERES
REENELRERE - EHRABERSREL
BREBEBENADRE  HECHEE  IWE
A - MZBHERADBRGENEREERSE
HAZBEENRBRANREREBNEBE T
B MERAfEFARCEERESERTENS
MEEREERMENRSREBAR L ENEBE
HPFE - WHR DAEBEX P HENSREE
BARBEABRDERE -



Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investments and other financial assets (continued)

Initial recognition and measurement (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.

Subsequent measurement
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 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 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.

Derecognition of financial assets

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

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

° 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Derecognition of financial assets (continued)

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.

Impairment of financial assets

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 (a
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 to be 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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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment of 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.

Stage 1 — 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 2 - 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 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.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, loans and borrowings or
payables, as appropriate.

These 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
and other payables and accruals.

Subsequent measurement
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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Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING 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 the assets and
settle the liabilities simultaneously.

Treasury shares

Own equity instruments which are reacquired and held by the
Company or the Group (treasury shares) are recognised directly
in equity at cost. No gain or loss is recognised in profit or loss on
the purchase, sale, issue or cancellation of the Group’s own equity
instruments.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on the weighted average basis. Net realisable
value is based on estimated selling prices less any estimated costs
to be incurred to disposal.

Cash and cash equivalents

For the purpose of the consolidated statement 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, and are subject to an
insignificant risk of changes in value and 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 statement of financial position,
cash and cash equivalents 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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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING 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 as finance costs in
profit or loss.

The Group provides for warranties in relation to the provision of
Transportation Mission Critical System Solutions, Mobile Ticketing
and Digital Payment Solutions and Services, M&E Technology
Solutions and Engineering Services and Sales of Products, Parts
and Components for general repairs of defects occurring during
the warranty period. Provisions for these assurance-type warranties
granted by the Group are recognised based on past experience of
the level of repairs and returns, discounted to their present values as
appropriate.

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:

o 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

o in respect of taxable temporary differences associated with
investments in subsidiaries, associates and joint ventures,
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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SUMMARY OF SIGNIFICANT ACCOUNTING 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 taxable profit will be available against which
the deductible temporary differences, and the carryforward of
unused tax credits and unused tax losses can be utilised, except:

o 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

o in respect of deductible temporary differences associated with
investments in subsidiaries, associates and joint ventures,
deferred tax assets are only recognised to the extent that it
is probable that the temporary differences will reverse in the
foreseeable future and 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 reporting period 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 reporting period 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 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.

Government grants

Government grants are recognised at 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.

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released to profit or loss over
the expected useful life of the relevant asset by equal annual
instalments or deducted from the carrying amount of the asset and
released to profit or loss by way of a reduced depreciation charge.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition

Revenue from contracts with customers

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.

(a) Transportation Mission Critical System Solutions, Mobile
Ticketing and Digital Payment Solutions and Services and
M&E Technology Solutions and Engineering Services
Revenue from the provision of Transportation Mission Critical
System Solutions, Mobile Ticketing and Digital Payment
Solutions and Services and M&E Technology Solutions and
Engineering Services is generated from the design, supply
and installation of systems and implementation of these
services.

Revenue 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 Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Revenue recognition (continued)
Revenue from contracts with customers (continued)

(@)

Transportation Mission Critical System Solutions, Mobile
Ticketing and Digital Payment Solutions and Services

and M&E Technology Solutions and Engineering Services
(continueq)

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
considerations 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 considerations 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.

Under the terms of contracts, the Group’s performance
creates and/or enhances the assets which the customers
control during the course of work by the Group. Revenue
from the provision of contracting services is therefore
recognised based on the stage of completion of contracts
over time using the input method. The Group normally
receives progress payment from customers on a monthly
basis with reference to the contract terms. The Group
requires certain customers to provide upfront deposits at
rates ranging from 5% to 20% of total contract sum. When
the Group receives a deposit before the project commences,
this will give rise to contract liabilities at the start of a contract
until the full amount of deposits is deducted proportionately
from monthly progress payment.

A contract asset, net of contract liability related to the same
contract, is recognised over the period in which these
services are performed and represents the Group’s right
to consideration for the services performed and not billed
because the rights are conditional on the Group’s future
performance accepted by the customers. The contract assets
are transferred to trade receivables when the rights become
unconditional. The Group typically transfers its contract
assets to trade receivables when progress certificate/invoice
is issued.

Retention receivables, prior to the expiration of the
maintenance period which usually ranges from one to three
years from the date of the practical completion of the project,
are classified as contract assets. The relevant amount of
contract assets is reclassified to trade receivables when
the maintenance period expires, and/or the maintenance/
payment certificate is issued, and/or the final account is
issued.
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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition (continued)

Revenue from contracts with customers (continued)

(b)  Provision of Digital Fabrication and Maintenance Services
Revenue from the provision of fabrication services is
generated from design and fabrication services for the
fabrication of made-to-order products for the customers.
Revenue is recognised at the point in time when control of
the asset is transferred to the customer, generally on delivery
of the goods to specific locations and customers obtaining
control of the goods.

Revenue from the provision of maintenance services to the
customers’ facilities is recognised over time when services
are rendered during the contract period. The services are
billed based on the services performed.

(c) Sales of Proaducts, Parts and Components
Revenue from the sales of products, parts and components
is recognised at the point in time when control of the asset
is transferred to the customer, generally on delivery of the
goods to specific locations and customers obtaining control
of the materials.

Other income

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 Group 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 Group performs under the
contract (i.e., transfers control of the related goods or services to
the customer).

Contract costs

Other than the costs which are capitalised as inventories and
property, plant and equipment, costs incurred to fulfil a contract
with a customer are capitalised as an asset if all of the following
criteria are met:

(@) The costs relate directly to a contract or to an anticipated
contract that the entity can specifically identify.

(b) The costs generate or enhance resources of the entity
that will be used in satisfying (or in continuing to satisfy)
performance obligations in the future.

() The costs are expected to be recovered.

The capitalised contract costs are amortised and charged to profit
or loss on a systematic basis that is consistent with the transfer to
the customer of the goods or services to which the asset relates.
Other contract costs are expensed as incurred.

EXSBREME (@)

WEsrERE (8

REEF &AW (F)

(b)  FEHBATEERRERE
RHUEERBEENWRRE BEPEAEIR
FIESBEMNEmM - 2 RaNEERGIEER
ERF EmBRRXNEREUEMNEFE
BEmiztER R R ER -

AEPHREREERERBELNEERE
HHR MR IR R BEE IS FERR » IRTSIR
BATRHREFRER -

© HEERD f/—*ﬁ&j/f/-*ﬁ
HEEM T RETERENEEE 2
UBERP HaBRRINEREUERE
P REASIIRHZ R R B 0 ] A RERR. -

Hedr A

F S WA Rt E R R ER A SOAMER - EHiR
FA 6 & B T A T84 833 58 G ] (A3 ) ey i
AR S AR E S B & E R EF AT

BREE
BHEEDHBRE MEPER O E MRS m ik
WMAREZER - HAEEREP AR BT
MRATBERIREEE TEP - RISHI S R
BMRERRANEE - ANEEAFEITRER
i EFBFENeREENECSTTHER

BHEE
EHNEERAEEBERERIREELRREP
{’Fﬁuﬁm‘iﬂﬁﬂﬁmﬁﬁ(MF?%?‘E‘;;&)EEM ki)

BENASERTAHN (BIREFEBERERIR
B B R A -

BRI

BEATFEARYE  BERREERZKAIN -
WA AT 28bMEM - AIRBITEFPAMELZ
RATEFTEEEAR -

@) MAEANNEBELEBINNEAENE

AR -
b)) MAREBEAFETERMZERER A
BANET GRERIT) BHAE -
(©  BRATEHAR] FURME -
BREAANSHRARAESEREGERBNE

MR — B RS BB RN R ER o B
BRRAREERF R o

ESHRANEEBRAR s —BE-— /" HER

89



90

Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Share-based payments

Share option scheme

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including directors) of the Group receive remuneration in the
form of share-based payments, whereby employees render
services as consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees for grants
after 7 November 2002 is measured by reference to the fair value at
the date at which they are granted. The fair value is determined by
an external valuer using a binomial model, further details of which
are given in note 36 to the consolidated financial statements.

The cost of equity-settled transactions is recognised in employee
benefit expense, together with a corresponding increase in equity,
over the period in which the performance and/or service conditions
are fulfiled. The cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the vesting
date reflects the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity instruments that
will ultimately vest. The charge or credit to profit or loss for a period
represents the movement in the cumulative expense recognised as
at the beginning and end of that period.

Service and non-market performance conditions are not taken into
account when determining the grant date fair value of awards, but
the likelihood of the conditions being met is assessed as part of the
Group’s best estimate of the number of equity instruments that will
ultimately vest. Market performance conditions are reflected within
the grant date fair value. Any other conditions attached to an award,
but without an associated service requirement, are considered to
be non-vesting conditions. Non-vesting conditions are reflected in
the fair value of an award and lead to an immediate expensing of an
award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognised. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service
conditions are satisfied.
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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Share-based payments (continued)

Share option scheme (continued)

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise beneficial to
the employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This includes
any award where non-vesting conditions within the control of either
the Group or the employee are not met. However, if a new award
is substituted for the cancelled award, and is designated as a
replacement award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification of the original
award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.

Shares held under the share award scheme

Where shares of the Company are gifted or purchased from the
open market for the share award scheme, the fair value at the date
of gifting or consideration paid, including any directly attributable
incremental costs, respectively, is presented as “Shares held under
the share award scheme” and deducted from equity. No gain or
loss is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Group’s own equity instruments.

Other employee benefits

Retirement benefit schemes

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance for those
employees who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the employees’
basic salaries and are charged to profit or loss 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, except for the Group’s employer
voluntary contributions, which are refunded to the Group when the
employee leaves employment prior to the contributions vesting fully,
in accordance with the rules of the MPF Scheme.

The Group also operates a Mandatory Provident Fund Exempted
ORSO retirement benefit scheme (the “ORSO Scheme”) for those
employees who are eligible to participate in the ORSO Scheme.
The ORSO Scheme operates in a way similar to the MPF Scheme,
except that when an employee leaves the scheme prior to his/
her interest in the Group’s employer contributions vesting fully, the
ongoing contributions payable by the Group are reduced by the
relevant amount of the employer’s forfeited contributions.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Dividend

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 consolidated financial statements.

Foreign currencies

These financial statements are presented in HK$, which is
the Company’s functional currency. Each entity in the Group
determines its own functional currency and items included in
the financial statements of each entity are measured using that
functional currency. Foreign currency transactions recorded by
the entities in the Group are initially recorded using their respective
functional currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies
are translated at the functional currency rates of exchange ruling at
the end of the reporting period. Differences arising on settlement or
translation of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost
in a foreign currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was measured. The gain
or loss arising on translation of a non-monetary item measured
at fair value is treated in line with the recognition of the gain or
loss on change in fair value of the item (i.e., translation difference
on the item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in other
comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related
asset, expense or income on the derecognition of a non-monetary
asset or non-monetary liability relating to an advance consideration,
the date of initial transaction is the date on which the Group initially
recognises the non-monetary asset or non-monetary liability arising
from the advance consideration. If there are multiple payments or
receipts in advance, the Group determines the transaction date for
each payment or receipt of the advance consideration.
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Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE
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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

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.

The major judgements, estimates and assumptions, that have the
most significant effect on the amounts recognised in the financial
statements and have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year, are set out below:

Contract revenue from and contract costs of Transportation
Mission Critical System Solutions, Mobile Ticketing and
Digital Payment Solutions and Services and M&E Technology
Solutions and Engineering Services

The Group reviews and revises the estimates of contract revenue,
contract costs, variation orders and contract claims prepared for
each contract of Transportation Mission Critical System Solutions,
Mobile Ticketing and Digital Payment Solutions and Services
and M&E Technology Solutions and Engineering Services as
the contract progresses. Budget engineering service costs are
prepared by management on the basis of estimation of direct
labour costs to be incurred and quotations from time to time
provided by the major contractors, suppliers or vendors involved
and the experience of management. In order to keep the budget
accurate and up-to-date, management conducts periodic reviews
of the budgets of contracts by comparing the budgeted amounts
to the actual amounts incurred. Such significant estimate may have
impact on the revenue recognised in each period with adjustments
made on a prospective basis.

Recognised amounts of these services contracts revenue and
related receivables reflect management’s best estimate of each
contract’s outcome and stage of completion, which are determined
on the basis of a number of estimates. This includes the assessment
of the profitability of these ongoing services contracts.

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

e R R

4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (CONTINUED)

Provision for ECLs on trade receivables and contract assets

The Group calculates ECLs for the trade receivables and contract
assets. The provision rates are based on its historical credit
loss experience, adjusted for forward-looking factors specific to
the debtors and the economic environment. In addition, trade
receivables and contract assets with significant balances that are
credit impaired are assessed for ECLs individually.

The provision for ECLs is sensitive to changes in estimates. The
information about the Group’s trade receivables, contract assets
and ECLs is disclosed in notes 16, 18 and 32 to the consolidated
financial statements, respectively.
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5° REVENUE AND SEGMENTAL INFORMATION W=k o EHER
An analysis of the Group’s revenue is as follows: AEBERRESATOT -
2022 2021
—E-CHF —E-—F
HK$’000 HK$'000
FHET FET
Revenue from contracts with customers REEFE LK
Transportation Mission Critical System Solutions RBAREFRARTR 33,987 50,207
Mobile Ticketing and Digital Payment Solutions and MBES KRB MAFR
Services R g% 26,333 37,947
M&E Technology Solutions and Engineering Services WERMTRIR T R R T2 AR 67,754 92,912
Digital Fabrication and Maintenance Services B MR B IRTS 32,213 40,664
Sales of Products, Parts and Components HEEM - THRIMH 2,272 3,109
162,559 224,839
(a) Disaggregated revenue information (a) DIFWEEHR
2022 2021
—E-—F -4
HK$’000 HK$’000
FHERT FET
By timing of revenue recognition: R e MR
Transferred at a point in time A S (o ] Bh S 7% 2,963 9,632
Transferred over time R &R A 159,596 215,207
Total revenue from contracts with customers RERFEHNNKGEEEE 162,559 224,839

94 KML Technology Group Limited ¢ Annual Report 2021/22




Notes to Consolidated Financial Statements

R IR Rk

For the yearended 31 March 2022 BZE=—Z-_—F=A=+—HILFE

5. REVENUE AND SEGMENTAL INFORMATION
(CONTINUED)

(b) Performance obligations
The amounts of transaction prices allocated to the remaining
performance obligations (unsatisfied or partially unsatisfied) as
at the end of the reporting period are as follows:

Wik & 7 BRE K ()

(b) BEHEE

RBEHRRK - SEEFBEHEECRELD

HEDREL) R HERSEMOT

2022 B
Mobile M&E
Transportation Ticketing Technology Digital
Mission and Digital Solutions Fabrication
Critical Payment and and
System Solutions  Engineering  Maintenance
Solutions  and Services Services Services Others
RBEBR BRIl
RERE HBXA®R BRERR BBEER
REBAER HRRRH TREH RER Hit
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000
TER THERT TRR TER TR
Within one year —FR 35,482 42,588 153,423 17,233 4,416
More than one year —E 8,116 111,721 151,622 25,231 -
43,598 154,309 305,045 42,464 4,416
2021 s
Mobile M&E
Transportation Ticketing Technology Digital
Mission and Digital Solutions Fabrication
Critical Payment and and
System Solutions Engineering Maintenance
Solutions and Services Services Services Others
RBEBR WE R
TRER  EBXRR ERAIER LRI
ZERARR LEYLTS TRER% RERS Hity
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET TERT FET FET FET
Within one year —&FR 32,359 41,762 75,731 20,049 1,209
More than one year —EHE 8,862 98,922 69,256 8,289 70
41,221 140,684 144,987 28,338 1,279

SHRNREBARLAR « B —/Z"HFRH
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e R R

5. REVENUE AND SEGMENTAL INFORMATION
(CONTINUED)

Segment information

The Group’s operating income was derived from the provision of
MG&E engineering solutions and services during both years. For the
purposes of resource allocation and performance assessment,
the chief operation decision maker (i.e. the executive directors of
the Company) reviews the overall results and financial position of
the Group as a whole. Accordingly, the Group has only one single
operating segment and no separate analysis of this single segment is
presented other than entity-wide disclosure.

Geographical information

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

is & 2 BDE K ()

REEFEAR  AEENKEWARERHEET
RERAERRE - RERDERKRBETEME -
TERERARE AIARARNTER) BHALED
BEREGENRBBN - it - AREES—EE—
REDBRGEBBEANNRESN - WESIZE
—DEHEBHWN -

REBERBINDEF (ERTF EEEH) MUk
MiZrAE R (EREEMEME) D MIEREE
EFAT ¢

Revenue Non-current assets
& EREBEE

2022 2021 2022 2021
—E-CF —E-—F —E-—_F —E-—F
HK$’000 HK$’000 HK$’000 HK$'000
FET FAET FExT FHT
(note) (note)
(#iat) (Hiat)
Hong Kong &5 156,401 219,641 10,929 9,330
Taiwan =) 3,641 2,354 - =
Canada mEX 148 41 = =
Others Eh 2,369 2,803 - -
162,559 224,839 10,929 9,330

Note:  Non-current assets comprise property, plant and equipment and right-of-
use assets.

Information about a major customer
Revenue from a customer of the corresponding years contributing
over 10% of the total revenue of the Group is as follows:

Wit . FRBEEERYE  BERREAREHELE -

FR-—RXEEFNER
RIBEFEEEAEBBREI0% N L2 —REFPK

Customer A EFPA

Other than disclosed above, there was no revenue from customers
individually contributing over 10% of the total revenue of the Group
during the years ended 31 March 2022 and 2021.
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2022 2021
—E-CHF —E-—F
HK$’000 HK$'000
FET FHT
104,252 150,810

M EXFIEBEEN REE S —F R =T ——
FZAZ+—HLFE  BEXEE—ZFFHK=E
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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

6.

OTHER INCOME AND GAINS AND LOSSES, NET

Other income

Bank interest income HRITFLEMA
Government subsidies (note) BRIFHE B (K7 52)

Written-off of trade payables
Recovery of a written-off trade receivable
Interest income from financial assets at fair value

through profit or loss HF A
Sundry income FEIEWA
Note: The government subsidies during the year ended 31 March 2021

represented (i) government subsidies granted due to the Covid-19
pandemic of HK$10,602,000 under the Employment Support Scheme;
(ii) subsidies of HK$96,000 from the Group’s participation in the Youth
Employment and Training Programme, which is initiated by the Labour
Department of Hong Kong Government; and (iii) other subsidies of
HK$141,000. The government subsidies during the year ended 31 March
2022 represented subsidies of HK$431,000 from the Group’s participation
in the Youth Employment and Training Programme and other subsidies of
HK$395,000.

There are no unfulfilled conditions of contingencies relating to these
subsidies.

Other gains and losses, net

Gain on disposal of property, plant and HEWE  BER
equipment FE
Net foreign exchange gain HNE W R FEE

WIHE 5 e TR
e B3 3H 5 e WO
BAREFABRRNESREE

H ARz AR B 1835
Heibg A
2022 2021
—E-CF —E—F
HK$’000 HK$'000
FET FHET
267 342
826 10,739
5,002 -
- 1,500
329 219
102 272
6,526 13,072
Mot REZE-FE-—F=FA=+—HHBIT#HE#E()EH
Covid-19Z IERER IR X511 H T 810,502,000
JETT i ()R E B R E T BRTE T BB E 2 it
B ER#8)96,00058T + R(ii) Bt i#8141,000/8 T °
REEFZFE-—F=H=+—HIFEHBITHEXR
@R BT BRNTE T R R & 2 5t BB
431,000 7T R 2 1 #8)395,000/8T °
BEBRIZ S B R BT AL E -
Hib= Rk BB FHE
2022 2021
—E-CF —E—F
HK$’000 HK$'000
FET FAET
155 =
546 225
701 225

ESHRANEEBRAR s —BE-— /" HER
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RIS RRMEE

7. FINANCE COSTS Us ME KA
Finance costs represented interest on lease liabilities during the RBEZT-__FR-FT=-_—F=A=+—HLHF
years ended 31 March 2022 and 2021. B MENTIERERE RS -
8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 8. EERESTHH
(a) Directors’ and chief executive’s emoluments (@) EERFETHAEHH
Directors’ remuneration for the year, disclosed pursuant to RIEGEM ET#R B - B A EEGIZE383(1)
the GEM Listing Rules, section 383(1)(a), (b), (c) and (f) of @ o) ORNHER T (HEBEEEFZER)
the Hong Kong Companies Ordinance and Part 2 of the ROIE2E - FRNESHMHEERNOT -

Companies (Disclosure of Information about Benefits of
Directors) Regulation, is as follows:

Retirement  Equity-settied
benefit  share-based

Salariesand  Performance scheme payment

Fees allowances bonus  contributions expenses Total
BB BEEE

e HEREE FREAL FHEE  BRERX a5

HK$000 HK$'000 HK$'000 HK8'000 HKS8'000 HK$'000
Thn Thn ThL ThL TiEn TiEn

(ote)
if:2)

Year ended 31 March 2022 B2-E--E-P-t-HIEEE
Mr, Luk Kem Ming (Mr. KM Luk) 8355 (@R ) - 1,063 - - - 1,068
Mr, Luk Kwai Lung BEREE 60 652 » B - 784
Mr. Luk Yin Cheung EEYLE 60 636 3 ) - 750
Mr. Chan Chak Lun Philip BEgLL 60 1,332 64 107 38 1,601
Mr, Lau On Kwok YZEEE 180 - - - - 180
Mr. Law Wing Chi Stephen BAHAE 180 - - - - 180
Dr. Tse Chi Kong AERIEL 180 - - - - 180

720 3,688 134 172 38 4,752
Year ended 31 March 2021 BE-3--F=A=+-ALER
Mr. KM Luk BERLE - 1,068 - - - 1,068
Mr. Luk Kiai Lung BEREE 80 628 3 31 - 750
Mr. Luk Yin Cheung BEYiE 60 612 17 30 - 79
Mr. Chan Chak Lun Philip REHTLE 60 1,236 62 9 151 1,608
Mr. Lau On Kwok AzELE 161 - - - - 161
Mr. Law Wing Chi Stephen BAERE 161 - - - - 161
Dr. Tse Chi Kong AENET 161 - - - S 161

663 3,544 110 160 151 4,628
Note:  Performance bonus is determined by reference to the duties and Wit - RBEFATLELFEBRNEHEAABERE

responsibilities of the relevant individuals within the Group and the FURTEBRIZREET ©

Group'’s performance.
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For the yearended 31 March 2022 BE—T_—=A=+—HILFE

8. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 8. EERESHMGE@
(CONTINUED)
(a) Directors’ and chief executive’s emoluments (a) EERIEITHASEHH(E
(continued)
The emoluments of executive directors were for their services HITEEHFN IR EEEBARRAFRAEAE
in connection with the management of the affairs of the EHIRBEZRIEMEL -
Company and the Group.
The emoluments of the independent non-executive directors BYERITESHFM IR BESFEREAARE
were for their services as directors of the Company. FRMEZREMEL -
During the years ended 31 March 2022 and 2021, no RBE-_E-_—&ER-_T-_—F=A=+—
remuneration was paid by the Group to the directors of the BIEEE AREBEVEARAATES SN
Company as an inducement to join or upon joining the Group B e AR S| HZEIMAS R INAKE B 52
or as compensation for loss of office. None of the directors RS ERBEREE REBEE T __FR=
of the Company have waived any remuneration during the T —F=ZA=Z+—HLFE  BEXRT
years ended 31 March 2022 and 2021. EEWETAEFH -
(b) Employees’ emoluments (b) EEFHEH
The five highest paid individuals included two (2021: two) AEBEeFALTEEREE S _—FK—
directors of the Company whose emoluments are included EZ-—F=ZA=+—HIFEEMEFALX
in the disclosures in (a) above for the years ended 31 March QBEBFPHARARTWME (ZE=_—F : WA)
2022 and 2021. The emoluments of the remaining three EE -REE—_T—_— —E-—fF=A
(2021: three) individuals for the years ended 31 March 2022 =t+—BUEFE HH=F2(CZT=_—F: =
and 2021 were as follows: B NTHEFBAT
2022 2021
—E-C—F —E-—F
HK$’000 HK$'000
FET FHT
Salaries and other benefits e MEMmER 2,737 2,607
Performance bonus (note) FIRTELL (B 52) 207 199
Equity-settled share-based payment expenses A5 4 E AR AER S 2RI - 301
Retirement benefit scheme contributions ROREFIFT &R 137 130
3,081 3,237
Note:  Performance bonus is determined by reference to the duties and Wiat - KBIAIIRZEREFAGBENBIBERE T
responsibilities of the relevant individuals within the Group and the URFEBHZBEET -
Group'’s performance.
Their emoluments were within the following bands: HENFNEATHR A -
2022 2021
—E-HF —E -4
Number of Number of
individuals individuals
AE AH
Nil to HK$1,000,000 Z 21,000,000 7T 2
HK$1,000,001 to HK$1,500,000 1,000,001 T 1,500,000/ 7T 1 1
3 3

During the years ended 31 March 2022 and 2021, no
emoluments were paid by the Group to the five highest
paid individuals as an inducement to join or upon joining the
Group or as compensation for loss of office.

REBE-_Z-_—_FrR-_ZF-_—F=A=+—
BILFEE AEEVTERNRERSHFALTE
EB - (EBRBIEEMAKINAREE %
K HEEN S AR B -

ESHRANEEBRAR s —BE-— /" HER

99



100

Notes to Consolidated Financial Statements
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9. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):

Auditor’s remuneration

Depreciation of property, plant and equipment
Depreciation of right-of-use assets

Directors’ remuneration

Employee benefit expenses (excluding directors’
and chief executive’s remuneration (note 8)):

Salaries and other benefits*
Retirement benefit scheme contributions
Equity-settled share-based payment expenses

Total employee benefit expenses

Cost of sales
— Transportation Mission Critical System
Solutions, Mobile Ticketing and Digital
Payment Solutions and Services and M&E
Technology Solutions and Engineering
Services
— Others
Lease payments not included in the
measurement of lease liabilities
Net foreign exchange gain
Fair value loss/(gain) on financial assets
at fair value through profit or loss

9. BRBIAIER

T EREMH B

ME - BERRETE
EREEERE
B

RERIFAX (TEREER
TEBITRABRFM
(#17£8))

e REMmEMN

RIREFIET SR

REREE AR RETERR
7k

RERNFES AR

HERA
—BERRGRATR
UEIESISE U ANED7S
7R R BRAE R E AR
R E N TAEIR

—Hith

WA AEEREFEZ
HE R

SINE W2 5 RE

BARBEFARSNESREE
Z R fEEE, ()

Gain on disposal of property, plant and equipment HE ¥ - B MR EWES

* For the year ended 31 March 2022, HK$51,393,000
(2021:HK$54,021,000) of salaries and other benefits is included in
“Cost of sales” in the consolidated statement of profit or loss and other

comprehensive income.

10. INCOME TAX EXPENSE

Current — Hong Kong
Charge for the year
Overprovision in prior years

Deferred (note 23)

Total tax expense for the year

KMLTechnology Group Limited ® Annual Report 2021/22

RNEBERF AR FEMBR GEA) AT EIEEE
B

2022 2021

—E-C—F —E—F

Notes HK$’000 HK$’000
FRE FET FHT
1,725 1,620

13 2,037 1,980
14 6,049 5,830
8 4,752 4,628
69,619 69,584

2,684 2,902

611 903

72,914 73,389

97,109 131,844

20,931 28,812

130 108
6 (546) (225)
31 180 (154)
6 (155) =

BE—F-—F=H=+—HILFE  FHLREMEF
51,393,000/87T (ZF=—4F : 54,021,000;87T) 5T A#7
B 1Bas REM AWz XA [SHERLAS

10. FiiEBiMxX

BNHEA — &S
FAFAL
BEFERREEE

BRI (H17#23)

REEHIARN S @R

2022 2021
—E-CF —E-—F
HK$’000 HK$'000
FHExT FHT
1,934 4,656
2) (29)

(164) (167)
1,768 4,460
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For the yearended 31 March 2022 BE—T_—=A=+—HILFE

10.

11.

INCOME TAX EXPENSE (CONTINUED)

Hong Kong profits tax has been provided at the rate of 16.5% (2021:
16.5%) on the estimated assessable profits arising in Hong Kong
during the year, except for one subsidiary of the Group which is a
qualifying entity under the two-tiered profits tax rates regime. The
first HK$2,000,000 (2021: HK$2,000,000) of assessable profits of
this subsidiary are taxed at 8.25% (2021: 8.25%) and the remaining
assessable profits are taxed at 16.5% (2021: 16.5%).

The Group is not subject to any income tax in the Cayman
Islands and the BVI pursuant to the rules and regulations in those
jurisdictions.

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

Profit before tax BR A AT Vo K

Tax at the statutory tax rate of 16.5%

Income tax at the concessionary rate

Adjustments in respect of current tax of previous
periods

Income not subject to tax BRMNT 2 A
Expenses not deductible for tax LIk
Tax losses not recognised REERTIEEE

Tax charge for the year at the Group's
effective tax rate

No deferred tax assets have been recognised in respect of tax
losses of HK$126,000 as they have arisen from a subsidiary with
unpredictability of future profit and it is not considered probable that
taxable profits will be available against which the tax losses can be
utilised.

DIVIDEND

Dividend recognised as distribution during
the year:
2021 Final dividend of HK2.73 cents (2020:
HK2.0 cents) per ordinary share
Less: Dividend for shares held under the
share award scheme

The proposed final dividend of HK2.0 cents per share in respect
of the year ended 31 March 2022 has been proposed by directors
and is subject to approval at the forthcoming annual general
meeting.

BEEFTERE16.5% B 2 RiA
REBR KRBTSR
BB ER BT IE R R

10. FriSBip ()

EBFBHROERFANREBEENET ERTEF
16.5% (ZEB - —F 1 16.5%) T RsHIR &G
WAEEBET —HHBRRNEMRAFEREKE R
HIFERR N - 3Z KB A A E 2,000,000 (ZF = —
4 1 2,000,000/ 70) HY FER i F128.25% (==
T 8.25%) T REH - HBRERBUENBIX
B16.5% (ZE-—4 :16.5%) °

REXASBEENEBRLBFESNRELEM - &K
SENZE A AR EAMMNEMMER -

AR S RO BB B S AT B FR B A s AU AR IA TS

EAEEERBERTEN
REEMBRYZ

2022 2021
—E-CHF —E-—F
HK$’000 HK$'000
FET FHT
9,653 36,457
1,593 6,015
(165) (165)
(2 (29)
(152) (1,861)
473 222

21 278

1,768 4,460

BRI R E L B R HOEF AR AR E A
Al it ERLIR I ETHE126,000/8 TTHERIEAETR
HEE - MERBE NIRRT 8 MR E S A K
BIEEE

11. RE

FRER R RERE

TR —FRERE SRR
273 (ZE==F : 2.0/81L)
B ARERR R B A AR AL E

2022 2021
—E-C—F T —F
HK$°000 HK$'000
FET FHT
10,988 8,000
(79) (69)

10,909 7,931

EFXEEMRE T _F-A=t—RHLFEZ
FARERSER2.08 L - YRFHREERRBEXR
G LHE - HAEE -

ESHRANEEBRAR s —BE-— /" HER
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12.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE COMPANY

The calculations of the basic earnings per share amount for the
years ended 31 March 2022 and 2021 are based on the profit for
the year attributable to owners of the Company of HK$7,885,000
(2021: HK$31,997,000), and the weighted average number of
ordinary shares in issue less treasury shares held under share award
scheme during the year of 399,428,000 (2021: 396,544,000).

The calculations of the diluted earnings per share amount for the
years ended 31 March 2022 and 2021 are based on the profit for
the year attributable to owners of the Company and the weighted
average number of ordinary shares in issue less treasury shares
held under share award scheme as used in the basic earnings per
share calculation, and the weighted average number of 2,877,000
(2021: 518,000) ordinary shares assumed to have been issued
at no consideration on the deemed exercise of dilutive potential
ordinary shares into ordinary shares and the effect of awarded
shares.

Earnings BF

12.

RAREBERERFEABGERET

HE-_ZT-_—_F=ZA=1+—BULFEERELEF
SRIBEAR A ARG F NEF7,885,000/8
T(ZF=——% : 31,997,000 7T) * WRERD 3%
1T R INEE I BURAR R IR (D BB A Bl B E
17015 399,428,000/% (=& = — £ : 396,544,000
BOEE -

BE_Z-_FR-_B-_—F=A=+—RHBIEE
SR SRR T ERAR A ARG F R &
BEITEBRINETF SR ESREARRFIETA
RERD EE B ENETRD - WBRRIE AT
FEER ST BRAER AT BREUASRERT
792,877,000/ (—Z = —4F : 518,000/%) T FALHY
IEFHE R EBRDOFEFTE -

Profit attributable to ordinary equity holders of the A& EMRIEZSIF B AT -

Company, used in the basic earnings per share
calculation

Shares ;8

Weighted average number of ordinary shares in
issue less treasury shares held under the share
award scheme during the year used in the
basic earnings per share calculation

TR

AR ESRERRT

2022 2021
—E-CF —E -
HK$’000 HK$'000
FET FExT
7,885 31,997

Number of shares

EETEBRINET R ESRER
BN RE AR ZEEEIE T RAN

Effect of dilution — weighted average number of & 52 — 3@ A% AN 15 8K

ordinary shares

Share options R
Share awards %15 228D
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K& E
2022 2021
—E-CF —E-—F
’000 000
B Fhr
399,428 396,544
1,754 129
1,123 389
402,305 397,062
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For the yearended 31 March 2022 BE—T——F=A=+—HILFE
13. PROPERTY, PLANT AND EQUIPMENT 13. % > BERRME
Leasehold Furniture Plant and Computer Motor
improvements  and fixtures machinery equipment vehicles Cruiser Total
BRR
HENELE BE£E  HEREE Bl AE N gt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
T Thn Thr Tt Thn Th Tk
Cost: B
Asat 1 April 2020 RZZ-FEMA-A 2,814 975 3,240 7808 3959 = 18,796
Additions AE 1,201 58 23 453 = 162 1,807
Asat 31 March 2021 and 1 Aprl 2021 =F=—-4=R=1-AEk
“$--FmA-A 4,015 1,083 3,263 8,261 3,959 162 20,693
Addtions hE 232 - 4 625 - - 931
Disposals ij o (18) (112 - (379) (108) (614)
As at 31 March 2022 RZZZZ5=R=1-A 4,241 1,018 3,225 8,886 3,580 54 21,010
Accumulated depreciation: i
Asat 1 Apri 2020 RZZ-TEMA-A 1,136 968 2,264 6,577 1,878 = 12,823
Provided during the year ENEE 626 37 351 39 5651 19 1,980
Asat 31 March 2021 and 1 Aprl 2021 W=E-—-%=F=1-BE
ZF-¥RA-A 1,762 1,005 2,615 6,973 2429 19 14,803
Provided during the year Enih 749 12 308 457 484 21 2,037
Disposals L - (15) (112) - (379) (29) (535)
Asat 31 March 2022 RZBZZ8=f=1-A 2,511 1,002 2811 7430 2,534 17 16,305
Net carrying value: EEE%E '
As at 31 March 2022 A 1,736 16 44 1,456 1,046 37 4,705
As at 31 March 2021 R_E--%=f=1-A 2,253 28 648 1,288 1,530 143 5,890

EHEREEEERAT e — B — /" _FF§
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e R R

14. LEASES

The Group has lease contracts as lessees for several properties.
Leases of the properties generally have lease terms between 1 and

3 years.

(@) Right-of-use assets

The carrying amount of the Group's right-of-use assets and

the movements during the year are as follows:

At 1 April 2020
Additions
Depreciation charge

At 31 March 2021 and 1 April 2021
Additions
Depreciation charge

At 31 March 2022

(b) Lease liabilities

The carrying amount of lease liabilities and the movements

during the year are as follows:

Carrying amount at 1 April

New leases

Accretion of interest recognised during the year
Covid-19-related rent concessions from a lessor

Payments

Carrying amount at 31 March

Analysed into:
Repayable:
Within one year
In the second year

Less: non-current portion

Current portion

The maturity analysis of lease liabilities is disclosed in note 32

to the consolidated financial statements.
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14. #HE

HEZHEHR —MRBIEIF -

(@) ERAEEE

T

RZZE-ZTFWHA—H
RE
meEEA

KRB F=A=+—HER=ZE=-—FWA—H
RE
nEEH

/%l
I
I

- —#=fA=+—H

(b) HEEE

REBERETUENABATLEESH - W%

AEEEARAENETERFNE B

Properties
L/ES
HK$'000
FHET

8,687
583
(5,830)

3,440
8,833
(6,049)

6,224

HEABNREERFAZEBNT

2022 2021
—E-C—F —E-—F
HK$’000 HK$'000
FExT FHT
WA —RBZEREE 3,531 8,701
wHE 8,833 583
FAMERZERTFE 236 261

’RE—%& A ARCovid-1918RF
HeER (11) (150)
(BN (6,269) (5,864)
R=A=+—RHZEmE 6,320 3,531
2022 2021
—EC-CF —E—F
HK$°000 HK$'000
FHT FET

DT
gig -

—F R 6,190 3,213
RE_F 130 318
6,320 3,531
A IERENE D (130) (318)
RENE D 6,190 3,213

FEB21EE -

HERBEZIMBERNDIMRNERE P BEHRERM
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For the yearended 31 March 2022 BE—T_—=A=+—HILFE
14. LEASES (CONTINUED) 14. BE @
(¢) The amounts recognised in profit or loss for the reporting () RIEEHEEZEREMRESERZEHE
period in relation to leases are as follows: PN
2022 2021
—E-C—F —E-—F
HK$’000 HK$'000
FHET FET
Interest on lease liabilities HEREZFR 236 261
Depreciation charge of right-of-use assets £ EEEZITEE A 6,049 5,830
Expense relating to short-term leases MEHHEREMEE S
(included in administrative expenses) GIATTEASZA) 130 108
Covid-19-related rent concessions froma 2R E —%& K A B Covid- 1948 &R
lessor (11) (150)
Total amount recognised in profit or loss ~ AIBHERHEEEE 6,404 6,049
The total cash outflows for leases are disclosed in note 34 to HERR R L BENRE M RERM T34
the consolidated financial statements. NIREE ©
15. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT 15. BEAABEFABERNESREE
OR LOSS
2022 2021
—E-C—F —E-—F
Notes HK$’000 HK$'000
LhEs: FHET FiET
Unlisted investments, at fair value EEMIRE AR E)
Deposits paid for life insurance products, ASRBRERENEZES
included in non-current assets FTASERBEE @) 5,913 5,661
An equity-linked note, included in current assets ~ IRZEMAZIE - T ARE
BE (o) 1,323 -
7,236 5,661

The above unlisted investments at 31 March 2022 were (i) the
deposits paid for life insurance products and (i) the equity-linked
note issued by financial institutions in Hong Kong. They were
classified as financial assets at fair value through profit or loss as
their contractual cash flows are not solely payments of principal and

RASRBERENZRE Ri)VE
X7J< AR E o

HHEREE -
BIHAERE RFE

interest.
Notes: iz
(@) The life insurance products were entered by the Group’s subsidiaries (@) iy %@/f/j@
with financial institutions on certain senior management of the Group, ( @ ?EZ’T FjE ?/J% ] iR

including Mr. Chan Chak Lun Philip and Mr. Luk Yin Cheung, directors
of the Company. Under the life insurance policies, the beneficiary and
policy holders are subsidiaries of the Group. The Group’s subsidiaries are
required to pay a single premium or annual premium for the policies and
may request a partial surrender or full surrender of the policies at any time
and receive cash back based on the value of the policies at the date of
surrender, which is determined by the account value net of any surrender
charge (the “Cash Values”). The policy premium expense, insurance

REEFFIE2.00%515.

charges and surrender charges are recognised in profit or loss. The life
insurance policies have guaranteed value or carry guaranteed interest of
4.25% per annum at first year, and a minimum guaranteed interest of 2.00%

per annum at the second year and onwards.

The Cash Values which are considered a close estimate to the fair values of
the life insurance policies, were HK$5,913,000 as at 31 March 2022 (2021:
HK$5,661,000), determined by reference to the Cash Values as provided
by the insurance companies. The fair value of the Group’s insurance
policies was measured using significant unobservable inputs (Level 3 of fair

value hierarchy) as defined in HKFRS 13.

The aggregate carrying amounts of HK$5,570,000 (2021: HK$5,357,000)
as at 31 March 2022 were pledged as security for a banking facility of the

Group.

The entire balance of the life insurance products is denominated in United

States dollars (“USD”).

ifE o

=
-y 5’7#6 g o
A SR ERAE

EHNREEERAT .

A ; (R (R B 1 5 % (B 1E 15 B

E - —F— A7 —H735915,000% (=
ﬂ*f 5,661, 000/’,3%) TRELREB )

EEET - AEEHRBIREY

;;ﬁ 5@)73;/5%%57%7&? TER B (A5 EfF

-2

MRIZE-—F=RA=+—H Lk EmRERO
5B T RBEERITY
ZEERBEOBRRBRAAMBEAR
J?I?EHEZ ENANESRELIFE

A FEER N ERE T EREEE
E&ﬂ*}xg L) /:74/( TR
A& f AAIBE

? RIS
1717?/5A572¢f/71‘?§ Hﬂlﬁﬁvgjﬁ/f /(Eﬁr‘?jc‘_?_ﬁ/f}_
RRRERE AR EBENL RS  HHEET
f@%ﬁf“/ﬁfﬂﬂ?&/ﬁﬂ/ﬂ‘?%gfﬁ/z ([R£EE]) -

» RIR B R R R BT B s RS
/@#‘/"fﬁ?mﬁ?ﬁ$425@f§ El% Fi

/%Eﬂfr’

iR o AZIRBERE

feR

DA (BRI GAAT fﬁaf
ﬁﬁﬁziﬁﬁﬁﬂf

DA (BRI B BRI T

- —#E= H=+—H - BREAEES 570,000/ T
——F 1 5,357,000 77) B FHEA N EBR T

AbAaRRIAZETT ([T )) 218 -

b Bt S5 571
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15. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT
OR LOSS (CONTINUED)

Notes: (continued)

b) The unlisted equity-linked note was subject to knock-out and a maximum
tenor of 12 months and was linked to a basket of Hong Kong stocks. The
unlisted equity-linked note carries interest at the rate of 8% per annum and
could only be redeemed by the issuers at the specific observation dates.
The equity-linked note contains terms enabling the issuers either to deliver
the underlying equity securities on maturity if the market prices of the
worst performing underlying security were lower than its respective pre-
determined reference stock prices or cash settlement of the principal and
interest if the market prices of the underlying securities were higher than
their respective pre-determined reference stock prices on each observation
date.

Fair value of unlisted equity-linked note is determined using a valuation
technique that is classified as Level 3 in the fair value hierarchy.

16. TRADE RECEIVABLES

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

Within 30 days 30B /A

31 to 60 days 31260H

61 to 90 days 61£290H

Over 90 days HBiE90H

Less: Accumulated loss allowance W RETEERE
Total et

The Group’s trading terms with its customers are mainly on credit,
except for new customers, where payment in advance is normally
required. Each customer has a maximum credit limit. The Group
seeks to maintain strict control over its outstanding receivables and
has a credit control department to minimise credit risk. Overdue
balances are reviewed regularly by senior management. Trade
receivables are non-interest-bearing.
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15.

16.

RAARBEFABSNEREE ()

Hist - (89

©®)

FELETHRER TR TR E R R R IR 731218 &
B —EFEBIRE A o I ETIRFH TR FTIF
8%t 8 R (& A R 15 BRA A A BT A © [REEH
IEBIRAKUE - MR TR EAIERE 5 A EERE
& EFEETHRZRE - RIZTTA AT RE|BIRF 74
BIIRFEE S (IR AT (BB R E & H TR BT
HI2ZRE - BIZTA TR G ARE AR AE A
RFIE -

FELTIRSEA R R DA (BN 7 EERF
BE=RGERINET

B2 REWFR

AEFEBRNREETREEFAZRAYMNIHE

1= 0
Hnon

AR FRES0AE0ENEER - NS

HRARENER AR5 E HRRFIRRE DT ©

2022 2021
—E-CF —E-—F
HK$’000 HK$'000
FERT FHT
20,195 11,529
14,691 16,927
11,485 10,641
5,160 1,914
51,531 41,011
(557) (282)
50,974 40,729

FAEERERPZESEREZNEER T
HHEP —REBAELNTBRIN - BUEFPHERK
ERRE - REBEBRERBIE Z BB FRERE
REEURAEEZEHMPFIUSEERBRRER
- BRERETHRaBAR - BIREHA
TEB -
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For the yearended 31 March 2022 BE—T_—=A=+—HILFE

16.

17.

TRADE RECEIVABLES (CONTINUED)

As at 31 March 2022, included in the Group’s trade receivable
balances were balances from customers with an aggregate carrying
amount of HK$23,638,000 (2021: HK$18,873,000) which were
past due as at the reporting date. Out of the past due balances,
HK$3,046,000 (2021: HK$1,197,000) has been past due more
than 90 days and was not considered as in default. The Group
rebutted the presumption of default under the expected credit loss
model for trade receivables past due over 90 days assuming no
significant change in credit quality after having an understanding of
those customers’ background as well as the good payment records
and continuous business relationship with those customers.
Further, such long outstanding balances were primarily due to
overdue payment which was a common practice in Transportation
Mission Critical System Solutions, Mobile Ticketing and Digital
Payment Solutions and Services and M&E Technology Solutions
and Engineering Services. The Group did not hold any collateral
over these balances.

Details of impairment of trade receivables for the year ended 31
March 2022 are set out in note 32 to the consolidated financial
statements. The ECLs for trade receivables as at 31 March
2022 and 31 March 2021 were HK$557,000 and HK$282,000,
respectively.

As at 31 March 2022, trade receivables were denominated in
HK$ except a balance of HK$256,000 which was denominated in
Renminbi (‘RMB”) (2021: trade receivables were denominated in
HK$ except a balance of HK$297,000 which was denominated in
usD).

OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS

Non-current: FERNER -
Deposits Ze

Current: BNEY
Advances to suppliers BT HIERE
Prepayments SEANE O
Interest receivables FEUFIE
Others Efth

Total RET

None of the above assets is either past due or impaired. The
financial assets included in the above balances relate to receivables
for which there was no recent history of default. Their related ECLs
considerations are set out in note 32 to the consolidated financial
statements.

16.

17.

B 5 RWEOR ()

NRZTEZZF=A=+—08 K&EEEHEKXK
TH A EBRE(E 523,638,000 T (-T2 - — 4 :
18,873,000/870) BN E FFUE  Z AR RS B
HE B - ZEEEE ST - 3,046,000 (ZF
——1%F : 1,197,000/ 7T) B HB B 00K K R4
REBEY AEEBETHZEEFPNE S NEZ
EXFHMROINRERSEEFEERE  BREE
BEERWESKEE) @ HEBHIOXNE Z B
HERHEEBEEATHELERR - ki R A
EEAKTEANRBAREZFHRRIR RHHE
TR BT AR R BRTE RGBT AR R T R
RIRRBE RIEH - REEWEREZSEHIT
BEEER ©

HE-_Z-—F=-A=1+—HILFE  EHERKX
EREZHFBHNGAMERENTI2 - RZF
T E=ZA=+—RAR-E-_—F=A=1+—HK
E S EKGEEREEEBES B A557,0008 T &
282,000/ 7T ©

R-T-—F=ZA=+—8  ZSERFEHUS
TLHIE » HEAE£4256,0008 T HAARE (TARE])
PIE(CZ=—F  EHRUBGRIBHIABTIE @
##2297,0008 LTI AETLIINE) ©

Hitt W FOR » BERANRE

2022 2021
—E-CF T —F
HK$’000 HK$'000
FHET FHET
1,011 1,321
5,324 2,407
708 1,682

38 14

155 403
6,225 4,506
7,236 5,827

B EEMEARTERE - A LRERZ SR
BERY TR OLE 2 BERIBER - HEE
HERERENGA M mENEs2 -

ESHRANEEBRAR s —BE-— /" HER
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18. CONTRACT ASSETS

Transportation Mission Critical System 2 iBREFH R R T 2=
Solutions

Mobile Ticketing and Digital Payment
Solutions and Services R AR 75

MBI MBS NEART R

M&E Technology Solutions and B AT ERR S R R TR
Engineering Services

Digital Fabrication and Maintenance IS S AR B AR TS
Services
Total st

A contract asset, net of contract liability related to the same
contract, is recognised over the period in which the engineering
services are performed, representing the Group’s right to
consideration for the services performed and not billed because
the rights are conditional on the Group’s future performance
accepted by the customers. The contract assets are transferred
to trade receivables when the rights become unconditional. The
Group typically transfers its contract assets to trade receivables
when progress certificate/invoice is issued. The Group generally
provides their customers with maintenance period of one to three
years from the date of the practical completion of the project.
Upon the expiration of the maintenance period, the customers will
provide a maintenance certificate and pay the retentions within the
term specified in the contract. The decrease in contract assets in
2022 was mainly due to the transfer of contract assets to trade
receivables during the year and the increase in contract assets in
2021 was the result of the increase in the provision of engineering
services at the end of the year.

The expected timing of recovery or settlement for contract assets as
at 31 March is as follows:

Within one year —FR
After one year —F1&

Total contract assets ABHEEEE

An impairment analysis is performed at each reporting date to
measure expected credit losses. The provision rates for the
measurement of the expected credit losses for the contract assets
are based on those for 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 its historical credit
loss experience, adjusted for forward-looking factors specific to
the debtors and the economic environment. The Group applies the
simplified approach to provide for the ECLs prescribed by HKFRS 9.
Reversal of loss allowance of HK$166,000 (2021: loss allowance of
HK$179,000) was recognised during the year. Details of impairment
of contract assets for the years ended 31 March 2022 and 2021 are
set out in note 32 to the consolidated financial statements.
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EREE
31 March 2022 31 March 2021 1 April 2020
—E-CF —E-—F —E-TF
=BA=+—H = e o= mA—H
HK$’000 HK$’000 HK$’000
FERT FAT FHT
16,762 26,666 32,383
5,602 7,082 6,638
25,501 27,611 23,360
65 2,521 744
47,930 63,880 63,125

BHNEE  HBREMARSOBEBNANAE  RE
M TIZRIGHMMER - RRAKBEEENCT B
1B R FASZ A AR TS WERAME - B RZ SN TIEUR
REPEMAEERKKRRE - BHTFLBEMEMT
B ANEEBRERFEEGUA - ARBETEE
BHEEEE WEREEANEESREEHE
WikiE - AREBEREEPRHEAHEE BRTK
B —E=FNREH - RREBERE &
PRIRHARERSERRENEENMEAN N RE
& R-B__FHENEERLTIEHREARNT
EHEESBEESRIARE MR- = —
FHENEEEZMDINERBHETIZRBGEMNLE
2o

R=ZA=1+—0H  GHEENTERKE & ERH
W

2022 2021
—E-CHF —E -4
HK$’000 HK$'000
FExT TR
36,795 52,059
11,135 11,821
47,930 63,880

REREBETREDTAGTEBHEERE - 5t
EANEETRHEEBBNBEBERNENZER
EWRE  RAASHNEERESRUGIERER
—BFHER  c ANEEMNBERDEAREESLEFE
B - WHREM A REMR AR EREER
EEHAR - BIEE B BREELFRARTE
AEBRBECHEUGREHEEBE - FRAE

REIER#166,0008 L (ZEZ—F « HIEEE
179,000%7L) - BE-_T-_—_FR-_T-_—F=A
—t+—HILEFEZAHNEENREFBRNGEH
HRERMFE32 -
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19.

20.

CONTRACT LIABILITIES 19. EHEME
31 March 2022 31 March 2021 1 April 2020
—E-CF —E-—F —E-F
=A=+—8 =A=+—H mA—H
HK$’000 HK$'000 HK$'000
FExT FAT FAExT
Transportation Mission Critical System @A Z G fiR 7 2
Solutions 2,143 5,562 4,935
Mobile Ticketing and Digital Payment 7B & #0086 2 MRk 2=
Solutions and Services KR 7,227 13,136 9,515
M&E Technology Solutions and BB AT AR R TR
Engineering Services 7,481 13,077 16,904
Digital Fabrication and Maintenance A S AR AR TS
Services 202 542 108
Total st 17,053 32,317 31,462

The Group requires certain customers under engineering service
contracts to provide upfront deposits at rates ranging from 5%
to 20% of the total contract sum. When the Group receives a
deposit before the project commences, this will give rise to contract
liabilities at the start of a contract until the full amount of the deposit
is deducted proportionately from progress payment. The decrease
in contract liabilities in 2022 was mainly due to utilisation of short-
term advances received from customers in relation to the provision
of engineering services during the year and the increase in contract
liabilities in 2021 was mainly due to the increase in short-term
advances received from customers in relation to the provision of
engineering services at the end of the year.

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

As at 31 March 2022, bank balances and cash comprise cash held
by the Group and bank deposits carrying interest at market rates
which ranged from 0.01% to 2.42% per annum (2021: ranged from
0.01% to 2.07% per annum) with original maturity of three months
or less.

As at 31 March 2022, pledged bank deposits represented deposits
pledged to banks to secure banking facilities granted by banks to
the Group, carrying fixed interest rates ranging from 0.03% to 0.40%
per annum (2021: ranging from 0.07% to 0.08% per annum).

As at 31 March 2022, time deposits with original maturity over three
months carried fixed interest rates ranging from 0.06% to 2.44%
per annum (2021: fixed interest rate of 0.26% per annum).

20.

FERBRBIRERBENERETELRMHEIEZ
T EHERNFEENESEENS%E20%HF X5
H o AEBRRBRKAEEIRE - EHESHNH
BELAGHNEE BEERINENSBEAEENR
RUOIHRKR - RZF_—_FHENBERIEE
BHREARRRTREREDHECIRE P ERRRA
B MR-ZE-_—FMNENEREENEEARNER
IR TAZ ARG A O W PR IR TS DA EL -

REPABB=EANERER BEARTE
ROBOTHEBRAS

R-IE-_—F=ZA=+—H  RITEHLRLBE
AEBETEFRS REFHA A=A LA T IRITEF
TN T0.01%E2.42% (ZE=—F : N T HE
0.01%Z2.07%) K THI5FEF|EFT B ©

M-ZB-—&F#=RA=+—0  AEBRTFEIEE
BTRITUARTARNEERENRITRE EER
o RETFFEFENPL0.083%E0.40% (T = —
& N FEFE0.07%E0.08%) 5T &

R-ZE-_—F#=ZA=+—H  RIHEBBE=(A
K 5E BATF SR B IR ETE FFE N FR0.06%E2.44% (=
T —4F : BEEFR0.26%) WEIRITIE

SHRNREBARLAR « B —/Z"HFRH
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20. TIME DEPOSITS WITH ORIGINAL MATURITY OVER 20.

THREE MONTHS/PLEDGED BANK DEPOSITS/BANK
BALANCES AND CASH (CONTINUED)

At the end of the reporting period, the carrying amounts of the
Group’s time deposits with original maturity over three months,
pledged bank deposits and bank balances and cash are
denominated in the following currencies:

HK$ BT
Euro (“EUR”) BT ([&cl)
RMB AR
Usb ET
Other currencies EfhE®
21. TRADE AND RETENTION PAYABLES 21.

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

Trade payables: B S5 EARE
Within 30 days 308/
31 to 60 days 31&E60H
61 to 90 days 61£90H
91 to 365 days 912365H
Over 365 days B3A365H
Retention payables ERRE S
Total trade and retention payables B ENREREMNRES
ez
Notes:

(a) As at 31 March 2021, included in the trade payables aged over 365
days was an amount of HK$4,901,000, representing the full provision
for the Group’s contractual obligation, which was pending settlement as
the Group was in dispute with the counterparty for the final settlement.
This amount of payable was included in written-off of trade payables
amounting to HK$5,002,000 during the year ended 31 March 2022 as the
derecognition criteria in accordance with the Group's accounting policies
were met.

As at 31 March 2022, trade payables of HK$218,000 (2021: HK$141,000),
HK$42,000 (2021: Nil) and HK$1,000 (2021: HK$54,000) were
denominated in RMB, EUR and USD, respectively.

b) Retention payables to sub-contractors of contract work are interest-free
and payable by the Group after the completion of the maintenance period
of the relevant contracts or in accordance with the terms specified in the
relevant contracts, ranging from 1 to 2 years from the completion dates of
the respective contracts.
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REHAEB=AANERER FEARTE
R RITERRES ()

i
B=
N3R

SHRR - REB L TIGEEHEN REI B
B A EMFR - BERMBITERRBITER
SHEREE

As at 31 March

R=A=+—H
2022 2021
—E-CF T —F
HK$’000 HK$'000
FET FAET
60,325 98,275
2,633 641
9,454 2,969
29,705 25,648
3,746 184
105,863 127,717

ESENRERENRES

BELSBAENTIRERBAEERNTI0E60H -

ATARBREHERERNEZABEINNE FER

FRIRRREC AT -

2022 2021

—E-CHF —E-—F

Notes HK$’000 HK$'000

B3 FERT FExT
(@)

3,685 2,050

210 115

455 122

99 71

782 5,839

5,231 8,197

(b) 3,412 4,502

8,643 12,699

Mt -

@) REZFZ—F=A=1—H ' i ABZENFBHERE
238365 A #5018 44,901,000/ » 1A EBELE
EREIENE - LA BFAEE - RN EBBEEF I 5
BREEEFRTH - REE-F-_—F=A=1—
HIFFE - ZHE G A M E 5T 5E5,002,000
BT - FBIRIEREBEHF + BFE KU ERIZ
RZFZZF=H=+—H  BHEE218000%&
TC(ZFE=—4F : 141,000/ 7T) ~ 42,0007 (—FE=—

L) F 1,000 7T (—F— —4F : 54,0008 7T) 5 5l
ARH - BT RFETSE -
(b) S BEMEATRRREEBEE Al AELERE

B R (E BT 1R SR IE RGBS & A E AU IR AT -
E 1A T IR & KI5k HRIRERT I F1 224 ©
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22, OTHER PAYABLES AND ACCRUALS 22, HMEMNRERESER
2022 2021
—E-CHF —E-—F
HK$’000 HK$'000
FTHET FAExT
Accrued staff costs e B TR A 4,110 4,272
Provision for annual leave FREE 2,599 2,700
Other payables E b BT RIE 4,827 5,568
Total #aEt 11,536 12,540
23. DEFERRED TAX 23. EEHIE
The movements in deferred tax liabilities during the year are as FRECEHEBENEENT -
follows:
Impairment
oftrade  Accelerated tax
receivables and (accounting)
contract assets depreciation Total
B REWRIER IR IE
BHEERE (B HE Het
HK$'000 HK$'000 HK$'000
TET FET TET
At 1 April 2020 RZZE-ZTFNMA—H (58) 410 352
Credit to profit or loss FTABE W E10)
(note 10) (24) (143) (167)
At 31 March 2021 and R-ZE-—F
1 April 2021 ZA=t—-HBkK
—E-—FMA—A (82) 267 185
Credit to profit or loss (note 10) T ABE W10 (18) (146) (164)
At 31 March 2022 i
=A=+—H (100) 121 21
24, JOINT OPERATION 24. SEEK
Particulars of the Group's joint operation are as follows: AEBEEEBNFBRHINNOT ¢
Form of Place of
business registration Percentage of attributable
Name structure and business interest of the Group Principal activity
£18 EBEBERX RS E—F 3 rEEREEZEDL FEEKED
2022 2021
g —E-—1F
% %
KML — Huaming Body unincorporate Hong Kong 35 35 Provision of engineering
Joint Venture service
KML - Huaming IEEAEE B RIETERS

Joint Venture

ESHNMEEERERAT e —B-—/ZTTFEER 111
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24. JOINT OPERATION (CONTINUED)

24,

Note:  Under the joint venture agreement, the joint operators have contractually
agreed the sharing of control over the relevant activities of this body
unincorporate, hence this body unincorporate is jointly controlled by
the Group and the other joint operator. Furthermore, the relevant joint
venture agreement specifies that the Group and another party to the joint
arrangement have rights to the assets and obligations to the liabilities
relating to the joint arrangement, therefore this body unincorporate is

classified as joint operation.

25. SHARE CAPITAL

Ordinary shares of HK$0.01 each

Authorised:
At 31 March 2022 and 2021

Issued and fully paid:
At 31 March 2022

At 31 March 2021

25.

FREE.0TETA L AR

EE

RN-B-—&ER-FE-—F=A=1+—R

BEIRESAR
R-ZE-—#=fA=+—H

R-E-_—#=fA=+—H

A summary of movement in the Company’s share capital is as

follows:

At 1 April 2020
Share options exercised (note)

At 31 March 2021, 1 April 2021 and 31 March 2022

RZEZZEFNA—H
BAT{RIERRE (477

BEER (H)
Wizt - RIS BLEGH - A BEEECRABEIHAA

ABEIAREB) AIEHIE - UL - ZIFEN BRI A E
B 5 —E & EEEERFER - I} - ARG L1
AT - AFEERE Sy 55— A B G
BEZHET  HIGBEBREER - AU - ZIZA
ERERSERE SR

RZE-—%=A=+—H -ZZ-—FWA-AH

LT —FZA=1—H

Note:  Share options with rights to subscribe for 2,500,000 shares were exercised
at the subscription price of HK$0.259 per share (note 36), resulting in the
issue of 2,600,000 shares for a total cash consideration, before expenses,
of HK$648,000. An amount of HK$263,000 was transferred from the
share-based payment reserve to share capital upon the exercise of the

share options.

Details of the Company’s share option scheme and the Company’s
share award scheme are included in notes 36 and 37 to the

consolidated financial statements, respectively.
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Number

of shares Amount

RAEE &8

‘000 HK$'000

TR TAL

3,800,000 38,000

402,500 4,025

402,500 4,025
RATRAESPESFN AT :

Number of Share

shares in issue capital

ERITRAEA R

‘000 HK$'000

Tk TET

400,000 4,000

2,500 25

402,500 4,025

Hiat

K1 B ERIE2,500,000/R B 17 49 FE IR 12 B 1 28 ME (B & 1K
0.2598 171 (H15£36) - BEH 2 LB (FIkF
35 571)648,000/87T #172,500,0008 iR 17 ° RITIEME R
KR - 263,0008TT LR 1) BER N A HBREK
o

A C BB B LA RANA R M AR (D SR Bt B A0 ¥
BDRIE R G M ISR KM 736 237 ©
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26.

RESERVES

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity on page 63 of the annual report.

Share-based payment reserve

The Group’s share-based payment reserve comprise (i) the fair
value of share options vested which are yet to be exercised, as
further explained in the accounting policy of share-based payments
in note 3 to the consolidated financial statements. The amount
will either be transferred to the share premium account when the
related share options are exercised, or transferred to accumulated
profits should the related share options lapse or be forfeited; and
(i) the amount to be expensed as share-based payment expenses
determined by reference to the fair value of the shares under the
share award scheme granted, taking into account all non-vesting
conditions associated with the grants on grant date. The total
expense is recognised on a straight-line basis over the relevant
vesting periods (or on the grant date if the shares vest immediately),
with a corresponding credit to the share-based payment reserve
under equity. Upon vesting, the related costs of the vested shares
under the share award scheme are credited to shares under the
share award scheme, with a corresponding decrease in the share-
based payment reserve.

Other reserves

The Group’s other reserves mainly represent (i) the difference
between the nominal values of the ordinary shares issued by the
Company and the share capital of subsidiaries acquired through
an exchange of shares pursuant to the reorganisation of the Group
during the year ended 31 March 2018 and (i) the deemed capital
contribution from Mr. KM Luk, a controlling shareholder and an
executive director of the Company, in respect of the transfer of
2,000,000 shares to the trust of the share award scheme at nil
consideration, and details of the share award scheme are set out in
note 37 to the consolidated financial statements.

26.
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27. COMMITMENTS 27.

The Group had no material capital commitments as at 31 March
2022 (2021: Nil).

28. RELATED PARTY TRANSACTIONS 28.

The Group had the following transactions with related parties during
the year ended 31 March 2022:

Purchase of materials from Logistic

Industrial Supply Company Limited HEEWE (Hfita)
(“Logistic Industrial”’) (note a)
Rental payments S UNEiEkn

K M L Limited (note b) BEAR AR Hitb)

Notes:

(a) Logistic Industrial is a company over which Mr. KM Luk and Ms. Leung
Kwok Yee have significant influence. The purchase prices of goods were
mutually agreed between the parties.

b) K M L Limited is controlled by Mr. KM Luk. Rental payments were on a
mutually-agreed basis.

Save as disclosed elsewhere in these financial statements, the
Group had no material transactions and outstanding balances with
related parties during the years ended 31 March 2022 and 2021.

Compensation of key management personnel

Key management personnel of the Group are the directors of the
Company. Their remuneration during the years ended 31 March
2022 and 2021 is set out in note 8.

KMLTechnology Group Limited ® Annual Report 2021/22
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For the yearended 31 March 2022 BE—T_—=A=+—HILFE

29.

30.

31.

RETIREMENT BENEFIT SCHEMES

The Group participates in defined contribution schemes which
are registered under the ORSO Scheme and the MPF Scheme
established under the Mandatory Provident Fund Ordinance in
December 2000. The assets of the schemes are held separately
from those of the Group, in funds under the control of trustees.
Employees who were members of the ORSO Scheme prior to the
establishment of the MPF Scheme were offered a choice of staying
with the ORSO Scheme or switching to the MPF Scheme, whereas
all new employees joining the Group on or after 1 December 2000
are required to join the MPF Scheme.

For members of the MPF Scheme, except for the Group’s voluntary
contributions, the Group contributes 5% of relevant payroll costs to
the MPF Scheme, subject to a cap of monthly relevant income of
HK$30,000, which matches contribution of the employee.

The ORSO Scheme is funded by monthly contributions from both
employees and the Group at rates ranging from 5% to 8% of the
employee’s basic salary, depending on the length of service with
the Group.

The total expense recognised in profit or loss of HK$2,856,000
(2021: HK$3,062,000) during the year ended 31 March 2022
represents contributions paid and payable to these plans by the
Group at rates specified in the rules of the plans.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to owners through the optimisation of the debt and equity
balance.

The capital structure of the Group consists of debt and equity of the
Group, comprising issued share capital and accumulated profits.

Management of the Group reviews the capital structure regularly
taking into account the cost of capital and the risk associated
with the capital. The Group will balance its overall capital structure
through the issuance of new shares and the raise of borrowings.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

Management has assessed that the fair values of financial assets
and liabilities which are due to be received or settled within one
year approximate to their carrying amounts largely due to the
short-term maturities of these instruments.

The fair values of the financial assets and liabilities are included
at the amounts at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced or
liquidation sale.
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31.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (CONTINUED)

The following methods and assumptions were used to estimate the
fair values:

The fair values of the non-current portion of deposits and lease
liabilities have been calculated by discounting the expected future
cash flows using rates currently available for instruments with similar
terms, credit risk and remaining maturities. In the opinion of the
directors, since their carrying amounts are not significantly different
from their respective fair values, no disclosure of the fair values of
these financial instruments is made.

Fair value hierarchy
The following tables illustrate the fair value measurement hierarchy
of the Group’s assets:

Assets measured at fair value:

As at 31 March 2022

BARE \EENSRERE

Financial assets at fair value
through profit or loss

As at 31 March 2021

RARE \EENSREE

Financial assets at fair value
through profit or loss

31. £RIANDAERAAREER(E
I TRAEGRA AR ERNTERRR :
RekHEABZIIRDIS 2 AR BERRERAR
BERUGR - EERRRFAFHNTANRIT
MEMBARARKR S RETE - FERE - BAA
REAEEESAZARBELEEAEZE - WHER
EzEemMIAEZRARE-
ARERER
TREARNEEEE AABENEER
BRARENECEE
R-EBZZ=F=H=+—H
Fair value measurement using
ERTIBEZAAEHE
Quoted
prices Significant Significant
in active observable  unobservable
markets inputs inputs Total
EX BX
WERWSZ ABREHA RABE
#E 2iE WABE st
(Level 1) (Level 2) (Level 3)
(%) (B (B=H)
HK$000 HK$°000 HK$°000 HK$°000
TER TER TER TERT
- - 7,236 7,236
RZT=Z—F=A=+—H
Fair value measurement using
ERATIEE AR EFE
Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs Total
BX BX
KBRS Z ABEHA TR
WE HiE BAHE st
(Level 1) (Level 2) (Level 3)
E-H (E=H) (B=H)
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHT FHT FET
- - 5,661 5,661
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31. FAIR VALUE AND FAIR VALUE HIERARCHY OF 31.
FINANCIAL INSTRUMENTS (CONTINUED)

TMIANAIAERAAERER @

Fair value hierarchy (continued) AREEHR(E)

During the year, there were no transfers of fair value measurement FA - eREERERBEREZE —RRER
between Level 1 and Level 2 for both financial assets and financial ZARBEENEERE( CTE—F &)

liabilities (2021 Nil).

RZE-_—_F=ZA=+—HBkZZE=-_—%=H
=t+—HB  AEBHERAAEFEZEMNESHE

The Group did not have any financial liabilities measured at fair
value as at 31 March 2022 and 31 March 2021.

f& o
Recondiliation of fair value measurements categorised within Level PBEARAREERE=-RAZ AR ETELK -
3 of the fair value hierarchy:
HK$'000
FHET
Carrying amount at 1 April 2020 RZZEZZEFHA—BZEREE 5,181
Addition 3 119
Gain from fair value adjustment recognised in RITERAS AR 2 A EAR KRS FE
administrative expenses, net 154
Interest income recognised in other income RE A A AR 2 F EUA 219
Exchange realignment P& i SR (12)
Carrying amount at 31 March 2021 and 1 April 2021 RZE-_—F=A=+—8HK
T -FMA—RAZEREE 5,661
Additions 0 19,893
Settlements e (18,393)
Loss from fair value adjustment recognised in RITEHAS AR A BAREBIEFE
administrative expenses, net (180)
Interest income recognised in other income RE A A AR 2 F EWA 214
Exchange realignment P& i ST H“
Carrying amount at 31 March 2022 R-E-_—F=fF=+—HBZFKHEE 7,236

32. FINANCIAL INSTRUMENTS 32. £RIIA

The carrying amounts of each of the categories of financial RREHERSEN T A ZRRENT :

instruments as at the end of the reporting period are as follows:

Categories of financial instruments ST AEER

2022 2021
—E-C—F —E-—F
HK$’000 HK$'000
FE&xT FAET

Financial assets SWMEE
At amortised cost RS 158,041 170,184
At fair value through profit or loss BARERAER 7,236 5,661

Financial liabilities c@mas
At amortised cost RE SR AR 21,612 23,472

ESHRANEEBRAR s —BE-— /" HER



118

Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

32.

FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objectives and policies

The Group’s principal financial instruments include trade
receivables, other receivables and deposits, pledged bank
deposits, time deposits with original maturity over three months,
bank balances and cash, trade and retention payables, other
payables and accruals and lease liabilities. Details of the major
financial instruments and the Group’s relevant accounting policies
are disclosed in note 3 to the consolidated financial statements.

The main risks arising from the Group’s financial instruments are
currency risk, interest rate risk, credit risk and liquidity risk. The
directors review and agree policies for managing each of these risks
and they are summarised below.

Currency risk

Financial assets at fair value through profit or loss, certain bank
balances and cash, time deposits with original maturity over three
months, trade receivables and trade payables of the Group are
denominated in foreign currencies, i.e. USD, RMB, EUR, Australian
Dollar ("AUD"), Pound sterling ("GBP"), Singapore dollars (“SGD”)
and New Taiwan dollars (“NTD”). The carrying amounts of the
Group’s bank balances and cash, time deposits with original
maturity over three months, trade receivables and trade payables
denominated in foreign currencies at the end of each reporting
period are as follows:

32.

Financial assets

SRT A
BEBREEEEREE

AEENTIESRMTABEE S RKRIE - EftE
WREMigE - AHERRTER - RIBA@BB=
BEANESRFR - RITHERRRE - BHENFE
LENRES  BEMENREREABERARES
BfE - TEERTARAEEABEFBENFE
ARG BTSRRI RS ER.

AEEeRMIAEENTIERRAERRER - FIX
Rk - EERREAHEZRER  EFRILRE
ERZERR 2 WK A AR T o

gl

FEFRAABEAABENSBMEE - BTRITHE
#EkEe RIFABE=EANERER BES
FEYTRIA & B 5 FE R FIRIASNE (BT ~ AR -
BT RIT(T&zT)) ~ R ([REE]) - FhngxT
(T#RT ) XA RF A ((HEMW]))FIE - N
BWERRIMNEFIENATEERTEBR LTS - R
HRABB=EANERFR BSRERALE
SENFENEREERT

Financial liabilities

SRMEE SRas

2022 2021 2022 2021
—g-= —E-—F —EB-CF —E-—%F
HK$’000 HK$’'000 HK$’000 HK$'000
FET FAT FExT FExT
USD =T 35,618 31,606 1 54
RMB AREE 9,710 3,000 218 141
EUR BT 2,633 641 42 =
AUD SRIT 1,530 = - =
GBP e 1,333 = = -

SGD s 790 16 -
NTD ek 87 155 4 4

The Group currently does not have a foreign currency hedging
policy. However, the directors of the Company monitor foreign
exchange exposure and will consider hedging significant foreign % o
currency exposure should the need arise.

G 3R 37 SN S R o
ESHESNE B I A0 T B E B P EAIME R

Since the exchange rate of HK$ is pegged to USD, the Group does
not expect any significant movements in the USD/HK$ exchange
rates. Thus, there is no sensitivity analysis on USD denominated
financial assets.

KMLTechnology Group Limited ® Annual Report 2021/22
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32.

FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objectives and policies
(continued)

Currency risk (continued)

The following table demonstrates the sensitivity at the end of the
reporting period to a reasonably possible change of 10% in foreign
currencies, with all other variables held constant, of the Group’s
profit after tax due to changes in the financial assets and liabilities.

RMB AREE
EUR BT
AUD SRIT
GBP R
SGD EI
NTD etk

Interest rate risk

The Group was exposed to cash flow interest rate risk in bank
balances and cash and pledged bank deposits as at 31 March
2022 and 2021.

As at 31 March 2022 and 2021, the Group was also exposed to
fair value interest rate risk in relation to fixed rate time deposits with
original maturity over three months.

The Group has not used any interest rate swaps to mitigate its
exposure associated with interest rate risk. However, management
of the Group monitors interest rate exposure and will consider
hedging significant interest rate exposure should the need arise.

Sensitivity analysis

In the opinion of management of the Group, the expected change
in interest rate will not have a significant impact on the interest
income or expenses on payments for bank balances and pledged
bank deposits, hence sensitivity analysis is not presented.

Credit risk and impairment assessment

The Group’s maximum exposure to credit risk which will cause
a financial loss to the Group due to the failure to discharge the
obligations by counterparties arises from the carrying amount of the
respective recognised financial assets as stated in the consolidated
statements of financial position at the end of the reporting period.
The Group’s credit risk is primarily attributable to financial assets
at fair value through profit or loss, trade receivables, contract
assets, financial assets included in other receivables, deposits and
prepayments, pledged bank deposits, time deposits with original
maturity over three months and bank balances and cash.

32.
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—E-CF T —F
HK$’000 HK$'000
FHET FHET

793 239

216 53

128 -

111 -

66 1

7 13

FUZE B
RZZE_—FR-_ZFT-_—F=ZA=+—0  £&H
AIRTEM KRS R AERRTERARERESRE
F= @b o

RZE_—FR-_ZFT-_—F=ZA=+—H  £&E
NTEEAEFRETHRIPABB=EANTH
BHRHOARBEFERR -

AN 62 B 3 S 450 P A A) A0 2R b Y DA ORR 4 EL B R M) R 9
B o AT AEBEEREEENEARNNEE
RS Z BEDPE AN X ER -

AEBEEERR  MEEFEHHTSEH S
ARZ M RITHESRRERRRITFROALELSE
T2 AT E25BRED -

EERER BT
AEFERBHNRAEERRREARERRZZHTF
FEEMBAEEERMBFER - RERBEHR
FEMBRARMEISEEEEREREENRE
B - ARBEEERREZELARAAEFARSR
MEREE  BHEEIE  AMNEE  stAHM
RN FIR - RERENTEZMEE - BEMR
TER - RIS ABB=EANERFRRRITE
BARRE -

ESHRANEEBRAR s —BE-— /" HER

119



120

Notes to Consolidated Financial Statements
RIS RRMEE

Forthe yearended 31 March 2022 BE—T——F=A=+—HILFE

32.

FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment (continued)

Trade receivables and contract assets arising from contracts with
customers

In order to minimise the credit risk, management of the Group has
delegated a team responsible for the determination of credit limits
and credit approvals. Before accepting any new customer, the
Group uses an internal credit scoring system to assess the potential
customer’s credit quality and define credit limits for customer. The
level of credit granted must not exceed a predetermined level set
by management. Limits and scoring attributed to customers are
reviewed once a year. Other monitoring procedures are in place
to ensure that follow-up action is taken to recover overdue debts.
In addition, the Group performs impairment assessment under the
ECL model on trade receivables and contract assets individually. In
this regard, the directors of the Company consider that the Group’s
credit risk is significantly reduced.

The Group has concentration of credit risk on trade receivables
and contract assets in terms of geographical location as these
receivables and assets which accounted for 99.4% (2021: 99.3%)
of the total trade receivables and 96.7% (2021: 97.6%) of the total
contract assets as at 31 March 2022, were mainly in Hong Kong.

The Group has concentration of credit risks on trade receivables
and contract assets with exposure limited to certain customers.
Receivables from the five largest customers amounting to
HK$43,513,000 (2021: HK$37,205,000) comprised approximately
85.4% (2021: 91.3%) of the Group’s trade receivables and 91.1%
(2021: 81.0%) of the Group’s total contract assets as at 31 March
2022. As at 31 March 2022, 73.0% (2021: 65.6%) of the Group’s
trade receivables were due from the Group’s largest customer.

Pledged bank deposits, time deposits with original maturity over
three months and bank balances and cash

The Group has a concentration of credit risk on pledged bank
deposits, time deposits with original maturity over three months
and bank balances deposited with a few major banks. The credit
risk on these balances is limited because the counterparties are
banks with good reputation and with high credit ratings assigned
by international credit-rating agencies.

Financial assets included in other receivables, deposits and
prepayments

Management of the Group regularly reviews and assesses the
credit quality of the counterparties. The Group uses 12-month ECLs
to assess the loss allowance for financial assets included in other
receivables, deposits and prepayments since these receivables are
not past due and there has not been a significant increase in credit
risk since initial recognition. Based on internal credit assessment,
the directors of the Company consider that these financials assets
are with low credit risk due to the short-term nature and the
probability of default is negligible. Hence, no loss allowance was
recognised during the year ended 31 March 2022 (2021: Nil).

Other than the concentration risk as disclosed above, the Group
does not have any significant concentration of credit risk.

KMLTechnology Group Limited ® Annual Report 2021/22
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32.

FINANCIAL INSTRUMENTS (CONTINUED) 32. SWMIAG@
Financial risk management objectives and policies MR EEEERBUR ()
(continued)
Credit risk and impairment assessment (continued) =B R R EFS ()
The tables below show the credit quality and the maximum TR ENRAEBEERRZEELCEARSE
exposure to credit risk based on the Group’s credit policy, which BRERE - F2ERNEBMER GRIEEMER T EEE
is mainly based on past due information unless other information NHABERANKE INELTER) - KR=A
is available without undue cost or effort, and year-end staging ST —AZFREBRBROE FERIEERTHEE
classification as at 31 March. The amounts presented are gross REHBERIREE -
carrying amounts for financial assets and contract assets.
As at 31 March 2022 R-B-_—_F=H=+—H
12-month
ECLs Lifetime ECLs
+=f8A
BHEEESR RENEHEEER
Simplified
Stage 1 Stage 2 Stage3  approach Total
F-BE FoBE 123 fE R % st
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TET TET TET TET TET
Trade receivables Z 5 e A - - - 51,531 51,531
Contract assets BHEE - - - 47,976 47,976
Financial assets included in other FHAH A EURIE -
receivables, deposits and R RENHEZ
prepayments TREE 1,204 - - - 1,204
Pledged bank deposits BIKAIETER 13,837 - - - 13,837
Time deposits with original maturity — FREH3 B BB = 1@ A K
over three months EHER 16,629 - - - 16,629
Bank balances and cash RITHEBRRE 75,397 - - - 75,397
107,067 - - 99,507 206,574
As at 31 March 2021 RZE-_—F=A=+—H
12-month
ECLs Lifetime ECLs
+=f8A
EHEEER FEREHEERE
Simplified
Stage 1 Stage 2 Stage 3 approach Total
R ERB E=RB LA ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEL FEL FEL FEL FEL
Trade receivables B S MR - - - 41,011 41,011
Contract assets AREE - - - 64,092 64,092
Financial assets included in other FHAH A EURIE -
receivables, deposits and Be kENHEZ
prepayments EREE 1,738 - - = 1,738
Pledged bank deposits BIERRITER 13,826 = = = 13,826
Time deposits with original maturity — FREHI B BB =18 A K
over three months TEHER 5,090 - - = 5,090
Bank balances and cash BITHEBRER S 108,801 - - = 108,801
129,455 - - 105,108 234,558
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32.

FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment (continued)
The closing loss allowances for trade receivables, contract assets

32.

SRT A
BEEAREEREEERBE (&)

1= BB R BB 7T ()
RIEHR - BHRKFR - aNEERTAEM

and financial assets included in other receivables, deposits and FEWRIE - R REBNRENSREE ZHRE
prepayments as at the end of the reporting period are reconciled to ERERBYEERE  HRNT
the opening loss allowances as follows:
Financial assets
included in other
receivables,
Trade Contract deposits and
receivables assets prepayments Total
A fhFEL
RE - Ee
RAEMRE
B 5 EWRIE BREE NemEE et
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FHAET FAT
At 1 April 2020 RZE-_ZFMA—H 317 33 - 350
(Reversal of impairment (REEIBER),SRE
losses)/impairment losses, ~ E51E/% 5
net (35) 179 - 144
At 31 March 2021 and RZZZ—§=RA=+—H
1 April 2021 k=Z=—FWA—A 282 212 - 494
Impairment losses/(reversal  JR{EEIE, /(B ERE
of impairment losses), net  E518) /F 48 275 (166) - 109
At 31 March 2022 R-ZE-—F=A=+—H 557 46 - 603
The estimated loss rates and risk level are estimated based on (EETES 1R R &k R BR F AR THAR 15 E 52 B 52 OEFhE
historical observed default rates over the expected life of the BARTEERF MG - W EREES ﬂ%ﬁﬁ‘kﬂ

debtors and are adjusted for forward-looking information that is
available without undue cost or effort. The grouping is regularly
reviewed by management to ensure relevant information about
specific debtors is updated.

During the year ended 31 March 2022, the Group made provision
of HK$275,000 and reversed provision of impairment allowance of
HK$166,000 (2021: reversal of provision of impairment allowance
of HK$35,000 and provision of HK$179,000) for trade receivables
and contract assets, respectively. During the year ended 31 March
2022, increase in provision of impairment allowance was mainly due
to a net increase in the gross carrying amount of trade receivables.
During the year ended 31 March 2021, increase in provision of
impairment allowance was mainly due to a net increase in the gross
carrying amount of contract assets.
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32.

33.

FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objectives and policies
(continued)

Liquidity risk

In the management of liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate
by management to finance the Group’s operations and mitigate the
effects of unexpected fluctuations in cash flows.

The following table details the Group’s remaining contractual
maturity for its non-derivative financial liabilities. The table has
been drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group is required
to pay.

R-B--5=A=+-H

EHRNTAREMRES

STARMEN AL ER B
MERaE

HEAE

As at 31 March 2022

Trade and retention payables

Financial liabilities included in other
payables and accruals

Lease liabilities

R_ZE-_—®%=ZA=+—H
BIRNRERENRES

As at 31 March 2021

Trade and retention payables

Financial liabilities included in other AR N RIEREER
payables and accruals HeEmai

Lease liabilities HEBE

PERFORMANCE GUARANTEES

As at 31 March 2022, performance guarantees of approximately
HK$16,219,000 (2021: HK$5,424,000) were given by banks in
favour of the Group’s customer as security for the due performance
and observance of the Group’s obligations under the contracts
entered into between the Group and its customer. If the Group
failed to provide satisfactory performance to its customer to whom
the performance guarantees had been given, such customer may
demand the banks to pay the customer the sum or sum stipulated
in such demand. The Group would become liable to compensate
such banks accordingly. The performance guarantees would be
released upon completion of the contract works. The performance
guarantees were granted under banking facilities.

32.

SR T A ()
BEEAREEREEERBE (&)
REERDESRRE  AEBESERGIFEERE

BREZENRSMREFEYKF  UBENAEE
BEED MRERSREBREEINPNTE -

TRAMAEEITESBREBENHR T ENEHIE

Mo ZRENEBEERAEFAENNRZFEH
WARITRR e RERE -
On demand
or within 1 year 1to 2 years Total
RERIMER —E=f st
HK$'000 HK$'000 HK$'000
FET FET FET
8,643 - 8,643
6,649 - 6,649
6,343 131 6,474
21,635 131 21,766
12,699 - 12,699
7,242 = 7,242
3,258 322 3,580
23,199 322 23,521
33. BHER

RZE__F=A=+—0 BHERY
16,219,000 7T (ZZ = —4F : 5,424,000/ 7T) H 1R
TUAREERFAZTAEL  EAEERBHKE
FAREERAEEEZEFITVMNANETEER
BR - MASEERENELTENERNDERFR
HSAMBNELY  ZFE A e BRBITEET
ZHES RN ZERKPRIARNTIE - AEEERKILA
ERZERITELWHE - BOERBEREGHIRER
TREMRR - BOERBERRITHRERD -

SHRNREBARLAR « B —/Z"HFRH
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34. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 34. HRERLREBRMT
FLOWS
(a) Major non-cash transactions (@) FEHFBERH
During the year, the Group had non-cash additions to right- RER AEERYMEZHELTHELIE
of-use assets and lease liabilities of HK$8,833,000 (2021: ReRBEECAREEREERES IR
HK$583,000) and HK$8,833,000 (2021: HK$583,000), 8,833,000/ 7T (=& = —4F : 583,000/ 1)
respectively, in respect of lease arrangements for properties. 18,833,000/ 7T (ZF = —4 : 583,000/%
JT) °
(b) Changes in liabilities arising from financing activities (b) BMEFTBDELEZAEEH
Lease
liabilities
HEaE
HK$'000
FExT
At 1 April 2020 R-E-TFMA—AQ 8,701
Changes from financing cash flows RIERSREE (5,603)
New leases s 583
Interest expense BRI 261
Interest paid classified as operating cash flows SERKERERENEHHAE (261)
Covid-19-related rent concessions from KE—%AHEARCovid- 1918 & =R
alessor (150)
At 31 March 2021 and 1 April 2021 R-TE-——F=A=+—A80Kk
—E-—FMA—H 3,531
Changes from financing cash flows RIERSREE (6,033)
New leases s 8,833
Interest expense F B 236
Interest paid classified as operating cash flows PERKERERENEHHAE (236)
Covid-19-related rent concessions from KE—% T ARCovid- 1918 & =R
alessor (11)
At 31 March 2022 MZZE-_ZF=A=+—H 6,320
(¢) Total cash outflow for leases (c) HEZRESARHHAE
The total cash outflow for leases included in the statement of ARG RERZAERSRHETWT ¢
cash flows is as follows:
2022 2021
—E-CHF —E -4
HK$’000 HK$'000
FET FET
Within operating activities R & EBEERN 366 369
Within financing activities RELEEBEER 6,033 5,603
6,399 5,972
35. CONTINGENT LIABILITIES 35. WAREME

At 31 March 2022, the Group did not have any significant
contingent liabilities (2021: Nil).
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36. SHARE OPTION SCHEME

Upon passing an ordinary resolution on 20 September 2017,
the Company adopted a share option scheme (the “Share
Option Scheme”) which will remain valid for a period of 10 years
commencing on 16 October 2017. The major terms of the Share

Option Scheme are set out below:

(i) The purpose of the Share Option Scheme is to recognise
and acknowledge the contributions that the directors and
employees of the Group have made or may make to the

Group.

(i) The participants included any director or employee of the
Group which, in the opinion of the Company’s board of
directors, has contribution or potential contribution to the

development and growth of the Group.

(i)~ The maximum number of shares in respect of which options
might be granted under the Share Option Scheme must not
exceed 30% of the issued share capital of the Company from
time to time. The number of shares issued and to be issued
in respect of which options granted and may be granted to
any individual in any 12-month period is not permitted to
exceed 1% of the shares of the Company in issue at any
point in time, without prior approval from the Company’s
shareholders. Options granted to a substantial shareholder
or an independent non-executive director in excess of
0.1% of the Company’s share capital or with a value in
excess of HK$5 million must be approved in advance by the

Company’s shareholders.

(iv) In relation to each grantee of the options granted under the
Share Option Scheme, the right of the grantee to exercise
the option shall be in accordance with the terms of the Share
Option Scheme and the period to be notified by the board
of directors of the Company to each grantee which shall not
exceed 10 years from the date upon which the options are

deemed to be granted and accepted.

v) The exercise price of an option will be determined by the
board of directors of the Company and will not be less than

the highest of:

o the closing price of the share on the date of grant;

. the average closing price of the share for the five
business days immediately preceding the date of

grant; and

o the nominal value of the share.

(v A consideration of HK$10 per grant is payable on

acceptance of the offer of grant of options.

36.

B
RIZBE—EFNA-THRBEBRARREK AR

AR —EERE R B (BT 8 )) - A8
B-ZE—tF+ATRAEI0FAEN - BRER
B2 EREINT

(i)

(iv)

(vi)

BREG SIS ERFRRBEERATRE AR
SEELNEMNASEEERES -

2REBEANREZERRYAEEER
MEREHEMSVEEEMN A EEEMNE
=FHEER -

BRREBRE IR HOBRERN D Z
ESBETSEBEBARANREHTRAR
30% ° AREC IR R E(A 1218 A HifE AT 8E
) (R AR {8 AR HH O B IR B 37T oS T 87T
A BB ERESARRRROELME
BRT - MSEBARR R EMEEED ET
PRIDEN1% o BT — B EERRLBILIEANIT
BEENBREERARDRRAN0AA%HEE
BBSABE T UARLESARFRIRNL
e

AR BB T 81 R B R R B AR AN
5 AR ATTEBREOENERERERE
AEMGEREARTESTSBANEARAN
HRASEEBRERERL RERZAE
10%F ©

BRENTEESHARAEETSEE LS

MERR T Z &=

o RpFRE B HHIRTHE

o BROMNEERRL A ALEEERNF
BRTE - R

o RIMBEE-

EEMESRZORKLBREREMRE10%
T o

ESHRANEEBRAR s —BE-— /" HER
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36.

SHARE OPTION SCHEME (CONTINUED)

During the year ended 31 March 2020, 9,200,000 options were
cancelled and 9,800,000 options were granted to a director and
employees of the Group on 2 January 2020 for the provision of
services to the Group. The vesting period of the first tranche of
share options was from 2 January 2020 to 30 June 2020 (“First
Tranche”). The vesting period of the second tranche of share
options was from 2 January 2020 to 1 January 2021 (“Second
Tranche”). The vesting period of the third tranche of share options
was from 2 January 2020 to 30 June 2021 (“Third Tranche”). The
details of the First Tranche, Second Tranche and Third Tranche are
identical except for the difference in vesting periods as mentioned
above. The fair value of the share options at the date of grant was
calculated using the Binomial Option Pricing Model. The fair value
of the share options granted on 2 January 2020 is HK$1,057,000.

The inputs into the valuations of the share options were as follows:

Share price at grant date
Exercise price

Risk-free rate (note a)
Expected life (note b)
Expected dividend yield
Expected volatility (note ¢)

118

B

Notes:

(a) Risk-free rate s determined by reference to the prevailing rates on debt
securities as reference from Thomson Reuters.

b) Expected life is the exercise period of the share options.

() Expected volatility is estimated by calculating the historical daily share price
volatility of the stock price of the Company.
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36. SHARE OPTION SCHEME (CONTINUED) 36. [BAREEGTEI(E)

The following share options were outstanding under the Share
Option Scheme during the year:

RERN - BARERTBITET 2 N 508 Bik i R AT
1

2022 2021
—E-CHF —E-_—F
Weighted Weighted
average Number average Number
exercise price of options exercise price of options
T HITEE BREHE IETHTRE il 2¢El
HKS$ per share ’000 HK$ per share ’000
BRET TR BRET T
At 1 April RA—H 0.259 7,300 0.259 9,800
Exercised during the year FR1T{E - - 0.259 (2,500)
Forfeited during the year & P98 1L 0.259 (1,300) = =
At 31 March R=RA=+—H 0.259 6,000 0.259 7,300
The exercise prices and exercise periods of the share options R EHREARITE 2 BAE 21T E RITE SN
outstanding as at the end of the reporting period are as follows: TS &

Exercise prices

Number of HK$
options per share Exercise periods
IEE
BREHE BRERT TR
31 March 2022 1,300,000 0.259 1 July 2020 to 1 January 2025
“E_F=A=t—H —E_ZEHFtA-HE-ZE-RF—H—H
2,400,000 0.259 2 January 2021 to 1 January 2025
—E-_—-F—-A-HAE=-ZT-HF—A—H
2,300,000 0.259 1 July 2021 to 1 January 2025
—E-_—HtA—-HEZZE-RAF—H—H
31 March 2021 1,600,000 0.259 1 July 2020 to 1 January 2025
—ET-—F=A=+—H —E-TFt+A—HAEE-_HAF—HF—H
2,700,000 0.259 2 January 2021 to 1 January 2025
—E-—F—-A-HEZZE-AF—H—H
3,000,000 0.259 1 July 2021 to 1 January 2025

The Group recognised a share option expense of HK$57,000 (2021:
HK$695,000) during the year ended 31 March 2022.

A number of 1,300,000 share options were forfeited during the year
due to the resignation of certain employees of the Group. The share
options were forfeited during the year, resulting in the transfer of
the corresponding share-based payment reserve of HK$143,000 to
accumulated profits.

—E-—F+A—HEZZE-_AF—HA—H

AEBRHE S -—F=A=1+—HILFE®ER
FERR R 57,0008 L (ZF = —4F : 695,000/
JT) °

FR - AAREEE TE8BHE M 2 41,300,000%

PR HE o 4 )R Wt S M 3 A S 4 A e £ 2 AR A 53R
143,000 TEEEREN -

SHRNREBARLAR « B —/Z"HFRH
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36.

37.

SHARE OPTION SCHEME (CONTINUED)

At the end of the reporting period, the Company had 6,000,000
(2021: 7,300,000) share options outstanding under the Share
Option Scheme. The exercise in full of the outstanding share options
would, under the present capital structure of the Company, result
in the issue of 6,000,000 (2021: 7,300,000) additional ordinary
shares of the Company and additional share capital of HK$60,000
(2021: HK$73,000) and share premium of HK$1,494,000 (2021:
HK$1,818,000) (before issue expenses).

At the date of approval of these financial statements, the Company
had 6,000,000 share options outstanding under the Share Option
Scheme, which represented approximately 1.5% of the Company’s
shares in issue as at that date.

At the date of approval of these financial statements, the total
number of shares available for issue pursuant to the Share Option
Scheme was 21,000,000 shares, representing approximately 5.2%
of the shares in issue of the Company.

SHARE AWARD SCHEME

On 5 November 2018, the Company adopted a share award
scheme (the “Share Award Scheme”) for the purpose of
recognising the contributions by certain eligible persons for the
growth and development of the Group and to provide them with
incentives in order to retain them for the continual operation and
development of the Group.

Eligible persons of the Share Award Scheme include any employee
of the Group; any executive or non-executive director (including
any independent non-executive director) of the Company, any of
its subsidiaries, customers, suppliers, any person or entity that
provides research, development or other technological support,
shareholders of any member of the Group or any invested entities,
any person or entity which has contributed to the Group or its
business; and any other person selected by the board of directors,
and if applicable, including its executive committee at its sole
discretion, provided that the eligible persons for participation in the
Share Award Scheme (the “Selected Participants”) remain at all
times after the date of grant and on the relevant vesting date being
eligible person of the Group.

The maximum number of shares currently permitted to be granted
under the Share Award Scheme is limited to 10% of the total
number of issued shares as at the date on which the Share Award
Scheme is adopted by the board of directors. The maximum
number of shares which may be awarded to each eligible person
in the Share Award Scheme in any 12-month period is limited to
1% of the total number of shares in issue of the Company in any
12-month period from time to time.

Selected Participants are selected and the number of shares to
be awarded under the Share Award Scheme is determined by the
board of directors. The shares to be awarded under the Share
Award Scheme are purchased by a trustee (the “Trustee”) from the
open market out of cash contributed by the Group or by way of gift
and be held on trust for the Selected Participant until such shares
are vested with the Selected Participants in accordance with the
provisions of the Share Award Scheme.
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For the year ended 31 March 2022 #HZE-Z_——

37.

== il

SHARE AWARD SCHEME (CONTINUED)

The Trustee shall not exercise the voting rights in respect of any
shares held on trust for the Group or the Selected Participants.

During the year ended 31 March 2022, the Company purchased
40,000 (2021: 595,000) of its own shares through the Trustee
from open market. The total amount paid to acquire the shares
was HK$9,000 (2021: HK$143,000) and has been deducted
from equity. The aggregate amount paid to acquire the shares
and the fair value of the share contribution of HK$9,000 (2021:
HK$143,000) has been deducted from equity and the shares were
classified as treasury shares of the Company as they were not yet
awarded to any selected participants.

The movements in the Company’s shares held under the Share
Award Scheme during the year are as follows:

At 1 April 2020 RZZEZFTFHA—H
Purchases of shares BERMD
Vested during the year FRER

At 31 March 2021 and 1 April 2021

37.

R—ZE-_—F=A=+—H

;k=ZZ=-—FmMA—AH

Purchases of shares BERMD
Vested during the year FRER
At 31 March 2022 RZE-_—_F=A=+—H

During the year ended 31 March 2022, 2,375,000 (2021:
2,5650,000) awarded shares were granted under the Share Award
Scheme with a fair value of HK$926,000 (2021: HK$561,000).
Equity-settled share award arrangement expense of HK$592,000
was recognised during the year ended 31 March 2022 (2021:
HK$359,000). The fair value of awarded shares granted is estimated
based on the share price of the Company on dates of grant of
HK$0.39 (2021: HK$0.22).

During the year ended 31 March 2022, 570,000 shares were
vested to eligible participants under the Share Award Scheme
(2021: 800,000).

A number of 680,000 awarded shares were forfeited during the
year due to the resignation of certain employees of the Group.
The awarded shares were forfeited during the year, resulting in
the transfer of the corresponding share-based payment reserve of
HK$96,000 to accumulated profits.

R 43 28 b=t &1 (4)

REATFUAREE SRR 2 EEETT
ERBRDTITERRE -

EE- 25210

REE-_ZE_—_F=ZA=+—HLFE ARAE
BEFABAFRTSEAELR S R540,0000 (=ZF
Z—1%F : 595,0008%) - BUKBERR DT HEESE A
9,000/ 7L (Z T ——4F : 143,000/ 7T) ' © B
RIRR - BUKEER D N2 ASERBRMEAZA
#{E9,000/8 T (ZE = —4F : 143,000/ 7T) * AR
AR T MER2EE  EEESNG
DENEARRBNEFRD °

BZER

Btn BREhEH IR T RA 2 AR
LU

DRFERZES

Shares held under
the Share Award Scheme

RER 0 52 B

FEREZRG
Number of Value of
ordinary shares shares
ZREREE RHEE
HK$'000
FAT
3,665,000 858
595,000 143
(800,000) (176)
3,460,000 825
40,000 9
(570,000) (125)
2,930,000 709

REBZE-_T-_—_F=A=1+—HILFE ' RERKH
RENET 211 12,375,000 = = —4 : 2,550,000)
REEEEIAR 1D © DA EA926,0008 T (Z B = —4 :
561,0007T) - REE-Z-—F=A=+—81t
FECHERES LSRN BT HE 592,000
T(=F=——% : 359,000/87T) ° %ﬁm%@h@m
AR ETIRBERAEH B AR B M(E0.3948 7T (=
——% 02287 midEt o

RIER {7 2B 8l - 570,000/ B MD (T = —4 :
800,000 M) EREEZE T - —F=F=+—H
IHFERBTFEERRHEE -

FR - AAKEE TIE S B EMR4680,000/% )
Refn - RS AR B AR £ B8 1< 3R 896,000 7T
BEERFHEN -

ESHRANEEBRAR s —BE-— /" HER
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38. EVENT AFTER THE REPORTING PERIOD 38. WEHMAERZEE

ARBZEWNBRRSHREBRARDAIRE
CCERARBR-IE-—ERA-THEAR—R
CRIMBREREEEHNNEER R H4.38
BAT - E—HHFBERNARABRAE=ZSF
NATREHRAESF -

KML Capitals Limited, a wholly-owned subsidiary of the Company,
made subscriptions for five currency linked investment products
from a financial institution on 5 May 2022 and 25 May 2022,
respectively, in an aggregate amount of HK$4.3 million. Further
details are set out in the Company’s announcement dated 16 June

130

2022.
39. STATEMENT OF FINANCIAL POSITION OF THE 39. ADQFFBMRRE
COMPANY
2022 2021
—E-—F T —F
HK$’000 HK$’000
BT FET
NON-CURRENT ASSETS FRBEE )
Investments in subsidiaries iNUEIEEYNSI o 32y 107,569 107,549
CURRENT ASSETS REEE
Amount due from subsidiaries FEURBT B A RIFRIE 27,763 27,340
Prepayments TR IR 736 718
Cash and bank balances e RIRTTES 377 2,663
28,876 30,721
CURRENT LIABILITIES REEE
Accruals &R 159 135
Amount due to a subsidiary et —RIM B AR 5RIA 10 =
169 135
Net current assets REBEEFE 28,707 30,586
Net assets BERE 136,276 138,135
EQUITY R
Share capital A 4,025 4,025
Reserves (note) () 132,251 134,110
Total equity WS 136,276 138,135
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Notes to Consolidated Financial Statements
A IS IRRMEE

For the yearended 31 March 2022 BE—T_—=A=+—HILFE

39. STATEMENT OF FINANCIAL POSITION OF THE 39. ZFATMBEMREKE (&)
COMPANY (CONTINUED)
Note: oz
A summary of the Company’s reserves is as follows: AR EJEEBLAT -
Share-based
Share Other payment Accumulated
premium reserves reserve losses Total
BRGHER
R E1E Hitifd ENC ] RitEE st
HK$'000 HK$’'000 HK$'000 HK$’'000 HK$'000
FHET FHET FHET FHET FHET

(notes 36, 37)
(H15£36 - 37)

At 1 April 2020 R 47,652 107,549 305 (21,921) 133,485
Profit for the year EREF - - - 7,055 7,055
Issue of shares upon exercise of share ﬁ@iﬁﬁﬂﬂ’i REITR D

options (noted 25) (Hiato5) 886 - (263) - 623
Equity-settled share option S itﬁﬁﬁﬂﬁgzz}iﬁ(/’ﬁufs’fi)

arrangements (note 36) - - 695 - 695
Equity-settled share award R 4E gﬂxﬁ BT B HE

arrangements (note 37) (H1:£37) - - 359 - 359
Vesting of shares under share award ~ f%fp iﬁ@] sHEIER B,

scheme (note 37) (W1:237) - = (176) = (176)
Dividend paid BRRE (7,931) - - - (7,931)
At 31 March 2021 and 1 April 2021 =+—HK

—&FmA—H 40,507 107,549 920 (14,866) 134,110

Profit for the year J - - - 8,526 8,526
Equity-settled share option s 4 B AR BE (472236)

arrangements (note 36) - - 57 - 57
Equity-settled share award A E R R 2

arrangements (note 37) (H1:#37) - - 592 - 592
Forfeiture of share options (note 36) R Uk B AR (M7736) - - (143) 143 -
Forfeiture of share awards (note 37) YRR A7 528 (H7#37) - - (96) 96 -
Vesting of shares under share award &1 $&E T 2B

scheme (note 37) (H1:#37) - - (125) - (125)
Dividend paid BERRE (10,909) - - - (10,909)
At 31 March 2022 R-—TE-_—_F=F=+—H 29,598 107,549 1,205 (6,101) 132,251

40. APPROVAL OF THE CONSOLIDATED FINANCIAL 40. HEFEHBHRE

STATEMENTS
The consolidated financial statements were approved and RAUBHRERAESTEN T __FA+tAa#
authorised for issue by the board of directors on 17 June 2022. AT o

ESHNMEEERERAT e —B-—/ZTTFEER 131
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Financial Summary

I E

RESULTS
Revenue

Profit before tax
Income tax expense

Profit/(loss) for the year and total
comprehensive income/(loss) for the
year attributable to owners of the
Company

ASSETS AND LIABILITIES
Total assets
Total liabilities

Equity attributable to owners
of the Company

Yoas

BRI AE A
PRSERI X

RRRGEE AR
FREF (BB &
FARZEWES
(B518) #a AR

AENAE
wAE
waE

ARRRGER AEL &R
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For the year ended 31 March
BE=A=1+—HLEE

2022 2021 2020 2019 2018
B 2o —ZEZZTF —T-nF —Z—N\F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FAT THT FAT FHT
162,559 224,839 224,228 210,596 193,973
9,653 36,457 26,535 23,474 712
(1,768) (4,460) (4,923) (4,219 (2,858)
7,885 31,997 21,612 19,255 (2,146)

As at 31 March

R=A=+—H
2022 2021 2020 2019 2018
—EC-of 2§ —ZZZTF —T—hnF =ZZ—N\F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FHET FHET FAET FHET
233,246 253,423 236,418 189,015 166,692
(43,819) 61,612) (70,232) (44,880) (42,889)
189,427 191,811 166,186 144,135 123,803
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