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

Dear Shareholders,

On behalf of the board of Directors (the “Board”), | would like to present our annual report for the year ended 31 March 2022.

REVIEW

The Group’s revenue decreased by approximately 1.6% from approximately HK$140.6 million for the year ended 31 March
2021 to approximately HK$138.3 million for the year ended 31 March 2022.

The Group’s gross profit increased by approximately HK$0.8 million, by 2.7%, from approximately HK$29.4 million for the year
ended 31 March 2021 to approximately HK$30.2 million for the year ended 31 March 2022, Gross profit margin increased from
approximately 20.9% for the year ended 31 March 2021 to approximately 21.8% for the reporting year.

During the year ended 31 March 2022, the Group recorded the loss attributable to owners of the Company of approximately
HK$3.6 million, representing an increase in loss as compared with approximately HK$1.5 million for the year ended 31 March
2021. The increase in loss was mainly due to the decrease in revenue generated from interior design and fit-out services for the
first quarter of 2022 mainly owing to the outbreak of the fifth wave of COVID-19 in Hong Kong and the increase in administrative
staff costs.

PROSPECT

Looking ahead to 2022, it is unavoidable that overall economy of Hong Kong in the short term will be affected by the persistent
outbreak of COVID-19 pandemic. However, according to the latest Long-Term Housing Strategy Annual Report (2021), the
Hong Kong Government continue to maintain the ratio of public housing to private housing in the next 10 years as 70/30.
With such, the Company is of the view that there are strong demands in the local public and private housing markets and the
continued growth of housing units will result in higher customer value spending on residential interior design services.

Although the Group is encountering market uncertainties arising from the impact of COVID-19 pandemic, it has strengthened its
position in the interior design and fit-out services by reinforcing the brand promotion in the mainstream media and new media,
which attracted a large number of new customers.

Despite the challenges in the future, the Group is optimistic about the prospects of the local interior design and fit-out services
and will continue to enhance the customer experience and satisfaction through the recruitment of talents, the provision of
training and the improvement of management skills, so that the Group will achieve sustainable business growth in the long run
and create greater value for the shareholders.

Chan Lai Sin
Chairman and Executive Director

Hong Kong
22 June 2022
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The Group is principally engaged in the provision of interior design and fit-out services in Hong Kong. The Group offers a full
suite of services including interior design provided by the Group’s in-house design team, providing the Group’s customers with
creative and innovative designs that synergise with the latest market and design trends. In order to complete the projects, the
Group relies on its subcontractors to implement the designs with high quality fittings and furnishings.

The Group’s business can be classified into (i) residential interior design and fit-out services; and (i) commercial interior design
and fit-out services. The Group generated revenue of approximately HK$138.3 million and approximately HK$140.6 million, of
which approximately HK$135.3 million and approximately HK$137.1 million, representing 97.8% and 97.5% of the Group’s
total revenue, were generated from residential interior design and fit-out services for the years ended 31 March 2022 and
2021, respectively. Approximately HK$3.0 million and approximately HK$3.5 million, representing approximately 2.2% and
approximately 2.5% of the Group’s total revenue, were generated from commercial interior design and fit-out services for the
years ended 31 March 2022 and 2021, respectively.

For the year ended 31 March 2022, the Group recorded a net loss of approximately HK$3.6 million as compared with
approximately HK$1.3 million for the same period in 2021. The Directors are of the view that the increase in net loss was
primarily attributable to the decrease in revenue generated from interior design and fit-out services for the first quarter of 2022
mainly owing to the outbreak of the fifth wave of COVID-19 in Hong Kong and the increase in administrative staff costs.

OUTLOOK

Despite the impact of COVID-19 pandemic, the Company is of the view that the property prices in Hong Kong will continue
to rise in the future mainly because of buoyant housing demand, a chronic shortage of land and housing supply, as well as a
consistently low interest rate environment nowadays. In the meantime, property developers in Hong Kong continue to build small
residential units as they are more affordable to the public.

The Company is of the view that the high property prices favors the business of the Group as home owners find it increasingly
difficult to afford new homes and have to resort to renovating their existing property to improve their living environment. As such,
the Company will continue to build upon its marketing and promotional strategy to increase the awareness of the Group’s brand
name in the renovation and interior fit-out market. In view of the possible increase in the market size, the Group continues to
expand its business coverage throughout Hong Kong in order to improve its reach to more potential customers. This involves
opening of more branches to serve more potential customers in areas previously not covered by the Group.

Looking forward, it is expected that the current year remains challenging due to the outbreak of COVID-19 as it has negatively
affected and would continue to affect the economy of Hong Kong. Under the outbreak of COVID-19, many fitting-out works
were forced to halt and as workers at the same site or unit were made to work separately to prevent infection from spreading,
this in turn has also slowed down the work progress of our projects. While the industry was hard hit by the outbreak of
COVID-19, some competitors have adopted a more competitive project pricing strategy and bear higher operating costs due to
the project delays. In view of such poor business environment, the Board will remain cautious in expanding its business and will
continue to control its operating costs, as well as monitoring the current market trend to anticipate any downturn or changes in
the current property market.

Lai Group Holding Company Limited e Annual Report 2022



MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

The Group’s revenue is primarily generated from the provision of interior design and fit-out services in Hong Kong which
includes two main categories, namely (i) residential interior design and fit-out services; and (i) commercial interior design and
fit-out services. For the year ended 31 March 2022, the Group’s revenue decreased by approximately 1.6% to approximately
HK$138.3 million (2021: approximately HK$140.6 million). Such decrease was mainly due to the decrease in revenue generated
from both residential and commercial interior design and fit-out services for the first quarter of 2022 mainly owing to the outbreak

of the fifth wave of COVID-19 in Hong Kong.

For the year ended 31 March

Revenue by business nature 2022 2021

HK$’000 % HK$’000 %
Residential interior design and fit-out services 135,298 97.8 137,100 97.5
Commercial interior design and fit-out services 3,029 2.2 3,515 2.5
Total 138,327 100.0 140,615 100.0

Direct costs

The Group’s direct costs consist primarily of (i) materials; (i) subcontracting charges; (iii) staff costs; and (iv) warranty expenses.
The table below sets forth a breakdown of components of direct costs for the years ended 31 March 2022 and 2021:

For the year ended 31 March

Components of direct costs 2022 2021
HK$’000 % HK$’000 %
Materials 19,694 18.2 17,667 15.9
Subcontracting charges 81,429 75.3 85,584 77.0
Staff costs 7,012 6.5 6,818 6.1
(Reversal of provision for warranties)
warranty expenses (13) 0.0 1,104 1.0
Total 108,122 100.0 111,173 100.0

The Group’s direct costs decreased by approximately 2.7% from approximately HK$111.2 million for the year ended 31
March 2021 to approximately HK$108.1 million for the year ended 31 March 2022. Such decrease was mainly driven by the

corresponding decrease in revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit and gross profit margin

Gross profit represents revenue less direct costs. The Group’s gross profit increased by approximately HK$0.8 million, or
approximately 2.6%, from approximately HK$29.4 million for the year ended 31 March 2021 to approximately HK$30.2 million
for the year ended 31 March 2022. The Group’s gross profit margin was approximately 21.8% for the year ended 31 March
2022, representing an increase of approximately 0.9 percentage points as compared to approximately 20.9% for the year ended
31 March 2021. The increase in gross profit was mainly due to the decrease in direct costs as mentioned above. The increase in
gross profit margin was mainly due to the higher profit margin contributed by recent commenced projects.

Other income, other gains and losses, net

Other income, other gains and losses, net decreased from approximately HK$1.8 million for the year ended 31 March 2021
to approximately HK$1.3 million for the year ended 31 March 2022. Such decrease was primarily resulted from absence of
the non-recurring government grants received by the Group in relation to the outbreak of COVID-19 of approximately HK$1.8
million. Such decrease was partially offset by the referral income received by the Group of approximately 1.0 million for the year
ended 31 March 2022.

Administrative and other operating expenses

The Group’s administrative and other operating expenses for the year ended 31 March 2022 were approximately HK$34.9
million, representing an increase of approximately 8.6% from approximately HK$32.1 million for the year ended 31 March 2021.
Such increase was mainly attributable to the increase in administrative staff costs.

Finance costs

Finance costs of the Group increased by approximately 32.5% from approximately HK$154,000 for the year ended 31 March
2021 to approximately HK$204,000 for the year ended 31 March 2022. The increase in finance costs was mainly attributable to
the increase in interest on bank borrowing for the year ended 31 March 2022.

Income tax expense

The Group'’s income tax expense for the year ended 31 March 2022 was approximately HK$63,000, representing a decrease of
approximately 81.1% from approximately HK$334,000 for the year ended 31 March 2021. The decrease was mainly due to the

decrease in taxable profit for the year ended 31 March 2022.

Loss attributable to owners of the Company

As a result of the foregoing, the Group recorded a loss attributable to owners of the Company of approximately HK$3.6 million
and approximately HK$1.5 million for the years ended 31 March 2022 and 2021, respectively.

Lai Group Holding Company Limited e Annual Report 2022



MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS OBJECTIVES AND STRATEGIES
The Group will endeavor to achieve the following business objectives:

Business strategy as stated in the Prospectus

Progress up to 31 March 2022

Expansion of market coverage in Hong Kong

e To acquire a new office in Tsuen Wan through mortgages,
financing and the related fees due to the acquisition of the new
office, fit-out and refurbishment costs and fit out new offices due
to relocation and refurbish office design

e To acquire a new office in Quarry Bay through mortgage financing
to serve customers of Hong Kong Eastern area and the related
fees due to the acquisition of the new office, and the new office
fit-out and refurbishment costs

Strengthen sales and marketing efforts
e Toincrease advertising frequency on traditional media such as
weekly magazine and billboards

e To increase online advertisement

e To engage a celebrity to market and endorse the services of the
Company

Recruiting high caliber talents and enhance internal training to

support future growth
e To hire additional employees and talents

e To organise internal training and seminar

e To offer incentive bonus to employees

Upgrade the information systems
e To pay the final stage payment for software development and
upgrade office systems and design softwares

Development of fleet of vehicles
e To purchase a vehicles and pay the related fees due to the
purchase of the vehicles

In view of the market uncertainties arising from the
outbreak of COVID-19 and the rising property prices,
the Board decided to take a cautious approach
towards the acquisition of property by trying to locate
a property at a reasonable price that is suitable for the
operation of the Group’s business.

In view of the market uncertainties arising from the
outbreak of COVID-19 and the rising property prices,
the Board decided to take a cautious approach
towards the acquisition of property by trying to locate
a property at a reasonable price that is suitable for the
operation of the Group’s business

The Group has found suitable media channels for
engaging in an informative advertising campaign

The Group has increased the frequency of online
advertisement during the period

The Group has engaged a celebrity as the
spokesperson of the Company

The Group has hired additional project supervisors,
draftsman and designer assistants to facilitate the
business development

The Group has provided internal training to existing
and new hiring staff

Portion of proceeds were used for hiring additional
employees and talents

The Group is in the progress of developing online
tracking system to monitor the project status

The Group has purchased four vehicles and paid the
relevant fees

Lai Group Holding Company Limited e Annual Report 2022



10

MANAGEMENT DISCUSSION AND ANALYSIS

USE OF NET PROCEEDS FROM LISTING

The net proceeds from the issue of new shares of the Company at the time of its listing on 12 April 2017 (the “Listing Date”)
through the share offer of 200,000,000 shares of HK$0.01 each in the share capital of the Company at the price of HK$0.26
per share, after deduction of the underwriting commission and actual expenses paid by the Group in connection thereto, were
approximately HK$34.8 million.

The below table sets out the proposed applications of the net proceeds from the Listing Date to 31 March 2022:

Planned use of Actual use of Unutilised
proceeds from  proceeds from  proceeds from
Listing Date to  Listing Date to  Listing Date to
31 March 2022 31 March 2022 31 March 2022

HK$ million HKS$ million HKS$ million
Expansion of market coverage in Hong Kong 19.8 - 19.8
Strengthen sales and marketing efforts 4.0 4.0 -
Recruiting high caliber talent and enhance internal training
to support future growth 4.7 4.7 -
Upgrading information systems 1.9 1.2 0.7
Development of fleet of vehicles 2.6 2.6 -
General working capital 1.8 1.8 -
Total 34.8 14.3 20.5

For the expansion of market coverage in Hong Kong, the Company has yet to identify a suitable location that is worth acquiring
in light of the continuously high property prices and potential downturn risk. The outbreak of COVID-19 has created even more
market uncertainties. In any event, the Company is still on the lookout for suitable locations to purchase over the next 12 months
and hopefully could utilise the remaining proceeds of approximately HK$19.8 million to acquire locations during the financial year
ending 31 March 2023.

For upgrading information systems, the Company has identified a suitable information system vendor and is currently in the
progress of developing online system for project management. Therefore, the Company expects to utilise this unused portion of
the proceeds of approximately HK$0.7 million during the year ending 31 March 2023 to upgrade the information system.

As at 31 March 2022, the unutilised proceeds of approximately HK$20.5 million have been placed as deposits into licensed
banks in Hong Kong and are expected to be used according to the intentions previously disclosed in the prospectus of the
Company dated 31 March 2017 (the “Prospectus”). Such amounts are expected to be fully utilised by 31 March 2023.

The business objectives, future plans and planned use of proceeds as stated in the Prospectus were based on the best estimation

and assumption of future market conditions made by the Group at the time of preparing the Prospectus while the proceeds
were applied based on the actual development of the Group’s business and the industry.

CAPITAL STRUCTURE

The Company’s shares were successfully listed on GEM on the Listing Date. There has been no change in the capital structure
of the Group since then. The capital of the Group only comprises of ordinary shares.

Lai Group Holding Company Limited e Annual Report 2022



MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

The Group has funded the liquidity and capital requirements principally from cash generated from operations and bank loan.

As at 31 March 2022, the Group had total debts, comprising bank borrowing and lease liabilities, of approximately HK$5.1
million which was denominated in Hong Kong Dollars (2021: approximately HK$5.3 million). The Group’s lease arrangement was
for the acquisition of a motor vehicle to support its operations which has been completed during the year ended 31 March 2022.

As at 31 March 2022, the Group had approximately HK$57.7 million in cash and bank balance (2021: approximately HK$58.9
million). The Directors believe that the Group is in a healthy financial position to expand its core business and to achieve its
business objectives.

GEARING RATIO

As at 31 March 2022, the gearing ratio of the Group was approximately 13.3% (2021: approximately 12.4%). Gearing ratio is
calculated as total interest-bearing liabilities and lease liabilities divided by total equity.

CHARGE ON GROUP ASSETS

As at 31 March 2021, the Group has pledged its motor vehicle with carrying amount amounted to approximately HK$0.4 million,
under the lease agreement. The lease arrangement has been completed during the year ended 31 March 2022.

SIGNIFICANT INVESTMENTS HELD, MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES, AND PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

On 31 March 2022, the Group acquired 25% equity interest of New Base Enterprises Limited (‘New Base”) from Lui Tun Yun,
the non-controlling shareholder of New Base, at a consideration of HK$25. This resulted in an increase in the Group’s equity
interest in New Base from 75% to 100%.

Save as disclosed herein, there was no significant investment held, material acquisition and disposal of subsidiaries and affiliated
companies by the Company during the year ended 31 March 2022. There was no other plan for material investments or capital
assets as at 31 March 2022.

FOREIGN EXCHANGE EXPOSURE

Foreign currency risk refers to the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. Most of the Group’s business operations were conducted in Hong Kong. The transactions,
monetary assets and liabilities of the Group were mainly denominated in Hong Kong dollars. As such, the Directors are of the
view that the Group did not have significant exposure to foreign exchange risk. The Group currently does not have a foreign
currency hedging policy.

TREASURY POLICIES

The Directors will continue to follow a prudent policy in managing the Group’s bank balances and maintain a strong and healthy
liquidity to ensure that the Group is well placed to take advantage of future growth opportunities.
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MANAGEMENT DISCUSSION AND ANALYSIS

CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 31 March 2022 (2021: Nil).

COMMITMENTS

As at 31 March 2022, the Group had HK$5.0 million of capital commitment in relation to the unpaid registered capital of a
subsidiary (2021: approximately HK$5.0 million).

SEGMENT INFORMATION

The Group principally operates in one business segment, which is providing interior design and fit-out services in Hong Kong.

FINAL DIVIDENDS

The Directors do not recommend the payment of final dividend for the year ended 31 March 2022 (2021: Nil).

INFORMATION ON EMPLOYEES

As at 31 March 2022, the Group had 38 employees working in Hong Kong (2021: 41). Employees are remunerated based on
their qualifications, position and performance. The remuneration offered to employees generally includes salaries, allowances
and discretionary bonus. Various types of trainings were provided to the employees. The total staff cost (including remuneration
of Directors and mandatory provident funds contributions) for the year ended 31 March 2022 amounted to approximately
HK$17.2 million (2021: approximately HK$15.9 million).

PRINCIPAL RISKS AND UNCERTAINTIES
Interest rate risk

Interest rate risk is insignificant because the Group does not have any significant interest-bearing assets except for bank
balances, in which the management is expected that the interest rates of bank balances will not change significantly. The Group
is not exposed to significant cash flow interest rate risk arising from the Group’s borrowings as finance lease are at fixed interest
rates and bank borrowing is at Hong Kong Dollars Best Lending Rate minus 2.25% quoted by a bank in Hong Kong. The Group
does not use any derivative financial instruments to hedge risk exposure against changes in interest rates.

Credit risk

The credit risk of the Group mainly arises from contract assets, trade and other receivables, amounts due from related
companies and bank balances. The carrying amounts, where applicable, of each class of these assets represent the Group’s
maximum exposure to credit risk in the event of the counterparties’ failure to perform their obligations as at the reporting dates.
The Group’s credit risk of bank balances is limited because the counterparties are banks with sound credit ratings assigned by
international credit-rating agencies. In respect of trade and other receivables and contract assets, individual and/or collective
credit evaluations are performed on the Group’s customers and counterparties. Monitoring procedures have been implemented
to ensure that follow-up action will be taken to recover overdue debts. The Group performs impairment assessment under the
expected credit loss model under HKFRS 9 on its financial assets and contract assets. In this regard, management considers
that the Group’s credit risk is significantly reduced.

Lai Group Holding Company Limited e Annual Report 2022



MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity risk

The Group has maintained a policy to monitor current and expected liquidity requirements regularly to ensure that the Group can
maintain sufficient reserve of cash to meet liquidity requirements in both long and short terms as well as maintaining sufficient
financial resources to fund operations.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group has implemented environmental protection measures, including procedures and programmes related to wastewater
discharge management, noise control, resources and energy use control, environmental protection enhancement and
sustainable development, internal environmental examination and evaluation, environmental emergency response and impact
control. The Group also commits to the principle and practice of recycling and reducing. To protect the environment, the Group
implements green office practices such as re-deployment of office furniture as far as possible, to encourage use of recycled
paper for printing and copying, double-sided printing and copying, to reduce energy consumption by switching off idle lightings,
air conditioning and electrical appliances. The Group’s operations were in compliance in all material respects with current
applicable environmental protection laws and regulations in the Hong Kong during the year ended 31 March 2022.

For details of environmental, social and governance performance of the Group, please refer to the Environmental, Social and
Governance report.

COMPLIANCE WITH THE RELEVANT LAWS AND REGULATIONS

As far as the Board is aware, 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. During the year ended 31 March 2022, there was no material
breach of or non-compliance with the applicable laws and regulations by the Group.

RELATIONSHIP WITH SUPPLIERS, CUSTOMERS AND OTHER STAKEHOLDERS

The Group understands the importance of maintaining a good relationship with its suppliers, customers and other stakeholders
to meet its immediate and long-term goals. During the year ended 31 March 2022, there was no significant dispute between the
Group and its suppliers, customers and/or stakeholders.

EVENTS AFTER THE REPORTING PERIOD
Asian Alliance (HK) CPA Limited was appointed as the auditors of the Company on 7 April 2022 to fill the casual vacancy
following the resignation of HLB Hodgson Impey Cheng Limited on 7 April 2022. Details of the change of auditors were set out

in the announcement of the Company dated 7 April 2022.

Save as disclosed in this annual report, there is no other important event affecting the Group since 31 March 2022 and up to the
date of this annual report.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

INTRODUCTION

Lai Group Holding Company Limited (the “Company”), together with its subsidiaries (the “Group”) is principally engaged in
provision of interior design and fit-out services in Hong Kong. The Group offers a full suite of services including interior design
provided by the Group’s in-house design team, providing the Group’s customers with creative and innovative designs that
synergise with the latest market and design trends. In order to complete the projects, the Group relies on its sub-contractors to
implement the designs with high quality fittings and furnishings. This Environmental, Social and Governance report (the “ESG
Report”) discloses the Group’s measures and performance on sustainable development topics in a transparent and open
manner, in order to enhance stakeholders’ confidence and understanding on the Group.

REPORTING YEAR

The ESG Report describes the environmental, social and governance (‘ESG”) activities, challenges and measures taken by the
Group during the year ended 31 March 2022 (the “Reporting Period” or “2022”) as well as the comparative data for 31 March
2021 (“20217).

REPORTING SCOPE

The senior management of the Group has discussed and identified the reporting scope of the ESG Report based on the
materiality principle and considering the Group’s core business and main revenue source. The ESG Report covers the ESG
performance of the Group’s key business and operational activities of residential interior design and fit-out services, and
commercial interior design and fit-out services, generating all of the Group’s revenue. Locations include headquarters, branches
and project sites in Hong Kong. The ESG key performance indicator (“KPIs”) data are gathered only from the operations under
the Group’s direct operational control.

REPORTING FRAMEWORK

The ESG Report is prepared in accordance with the Environmental, Social and Governance Reporting Guide (the “ESG
Reporting Guide”) as set out in Appendix 20 of the Rules Governing the Listing of Securities on GEM of the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The ESG Report provides an overview of the ESG performance of the Group.
The information in the ESG Report is derived from the Group’s official documents and statistics, as well as the integration and
summary of monitoring, management and operational information provided by the Group.

Information relating to the corporate governance practices of the Group has been set out in the Corporate Governance Report
of this annual report.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

During the preparation of the ESG Report, the Group attaches great importance to materiality, quantitative and consistency, and
has applied these reporting principles which are set out in the ESG Reporting Guide:

Materiality: Materiality assessment was conducted to identify material issues, thereby adopting the confirmed material issues as
the focus for the preparation of this ESG Report. The materiality of issues was reviewed and confirmed by the Board of Directors
(the “Board”) and the designated personnel from various businesses and functional departments. Please refer to the sections
headed “Stakeholder Engagement” and “Materiality Assessment” for further details.

Quantitative: The standards and methodologies used in the calculation of relevant data in the ESG Report, as well as the
applicable assumptions were disclosed. The KPIs were supplemented by explanatory notes to establish benchmarks where
feasible.

Consistency: The statistical methodologies applied to this ESG Report were substantially consistent with the previous year, and
explanations were provided regarding data with changes in the scope of disclosure and calculation methodologies. If there are
any changes that may affect comparison with previous reports, the Group will add comments to the corresponding content of
this ESG Report.

BOARD STATEMENT

The Board is pleased to present the ESG Report of the Group, which reviewed the Group’s ESG initiatives, plans, performance, as
well as its sustainable development in respect of environmental protection, labour practices, business operations, supply chain
management, and other issues. As a responsible corporate, the Group views ESG commitments as part of its responsibilities
and is committed to incorporating ESG considerations into its decision-making process.

ESG Governance Structure

The Group conducts a top-down management approach to manage its ESG issues. The Board supports the Group’s
commitments to fulfiling its ESG responsibilities, with the overall responsibility for the Group’s ESG strategy and reporting, as
well as overseeing and managing its ESG issues. The Board reviews and confirms the Group’s ESG risks and opportunities,
performance, goals and targets, progress made against ESG goals and targets, management approach, strategy, priorities
of the Group’s material ESG issues, and policies regularly with the assistance of the Group’s designated personnel from the
business and functional departments. The Board also ensures the effectiveness of ESG risk management and internal control
mechanism.

The Group has assigned employees from various businesses and functional departments (the “Designated Personnel”) to
systematically manage ESG issues and facilitate the Board’s oversight of ESG issues. The Designated Personnel are responsible
for overseeing and reviewing the Group’s ESG policies and performance; monitoring and managing ESG risks and opportunities,
and the effectiveness of the ESG management systems; identifying and prioritising the Group’s ESG issues; and collecting
relevant information on ESG aspects for the preparation of the ESG reports. Besides, they propose and recommend to the
Board on the Group’s ESG strategies, priorities, goals and targets. They periodically report to the Board, assist in identifying
and assessing the Group’s ESG risks and opportunities, and evaluating the implementation and effectiveness of the internal
control mechanism. They also examine and evaluate the Group’s performance in different aspects such as environment, labour
practices, and other ESG issues.
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STAKEHOLDER ENGAGEMENT

The Group values its stakeholders and their feedback regarding its businesses and ESG aspects. Stakeholders of the Group
refer to groups and individuals materially influencing or affected by the Group’s business. They include shareholders and
investors, clients, employees, sub-contractors, government and suppliers. To understand and address the key concerns of
different stakeholders, the Group has been maintaining close communication with them. Stakeholders’ expectations have been
taken into consideration by utilising diversified engagement channels as shown below:

Stakeholders

Interests and concerns

Engagement channels

Shareholders and

investors

Clients

Employees

Sub-contractors

Government

Suppliers

Return on investment

Financial performance

Corporate strategy and governance
Risk mitigation and management
Regulatory compliance

Robust project management

Full compliance with regulations

High quality products and services
Protect customers’ right

Sustainability performance of operations

Compensation and benefits
Occupational health and safety

Career development opportunities
Corporate culture and wellbeing
Employees’ compensation and benefits

Effective project management
Occupational health and safety
Ethical business practices

Fair and open tendering
Sub-contractors assessment criteria
Payment schedule

Laws and regulatory compliance
Proper tax payment

Long-term partnership
Sustainable supply chain
Fair and open tendering
Ethical business practices
Supplier assessment criteria

Annual general meeting

Financial reports

Corporate websites

Announcements, notices of meetings, circulars

Hotline for after-sale service
Corporate websites

Regular meetings and communication
Customer satisfaction survey
Financial reports

Leisure activities and increase cohesion
In-house training programmes
Performance reviews and appraisals
Means for employees to express opinions
(e.g. opinion form and suggestion box)
Regular meeting and management
communication (e.g. email and telephone)

Annual health, safety and environment seminars
Regular progress meetings

Audits and assessments

Training sessions

On-site inspections

Work reports preparation and submission for
approval

Financial reports

Procurement processes
Audits and assessments
Supplier management meetings and events

The Group endeavours to actively listen to and collaborate with its stakeholders to ensure that their opinions can be voiced
out through proper communication channels. In the long run, the stakeholders’ contribution will aid the Group in improving the
performance of potentially overlooked ESG topics and ensure the continued success of the Group’s business in the competitive

market.
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Materiality Assessment

Stakeholder engagement and communications are crucial in understanding the expectations and priorities of the Group’s
stakeholders. The Group’s management and employees have assisted in identifying the material ESG issues of the Group based
on the Group’s business, the ESG Reporting Guide and industry standards. Apart from regular communication channels, the
Group has also designed a materiality assessment survey to collect opinions from internal and external stakeholders so that the
Group can better assess the materiality of various ESG issues. The results of the materiality assessment survey are confirmed by
the Board and are plotted on the materiality matrix.

Materiality Matrix

|Products and Services Qua\ityl—. Health and Safety

Labour Standards [ Supply Chain Management |

Community Investment /. Employment Practices ;
| Anti-corruption

Development and Training |
Climate Change

Energy Management
Greenhouse Gas (“GHG”) Emissions | Water Consumption

High

Level of Influence on Stakeholders’
Assessments and Decisions

Low Level of Significance on Sustainable Development of the Group High

During the Reporting Period, the Group confirmed that it has established appropriate and effective management policies and
internal control systems for ESG issues and confirmed that the disclosed contents are in compliance with the requirements of
the ESG Reporting Guide.

ENVIRONMENTAL PROTECTION

Environmental protection and sustainable development rely on concerted efforts from all industries and society. The Group
strives to integrate environmental sustainability into its business operations and is committed to managing its emissions and
seeking practical means to reduce its impact on the environment. To enhance decarbonisation and address stakeholders’
concern as reflected by the identified material ESG issues, the Group has set environmental targets related to GHG emissions,
waste management, water consumption and energy use. The targets were approved by the Board and the progress will be
reviewed by the Designated Personnel. The Group continues to work on environmental protection and minimises its carbon
footprint by reviewing the effectiveness of its environmental protection measures regularly, in order to achieve long-term
sustainability of the environment and community where it operates.

Apart from implementing an environmental management system in accordance with ISO 14001 requirements, the Group
has also formulated related environmental policies such as the Emission Policy and the Use of Resources Policy to promote
sustainability within the Group’s business. The Group constantly integrates the principles of emission reduction and resource
efficiency into the Group’s environmental management approaches by implementing measures that promote energy efficiency,
wastes reduction, and other green initiatives. The Group is also committed to educating its employees in raising their awareness
of environmental protection in order to comply with relevant environmental laws and regulations. Within the Group’s policy
framework, the Group continually looks for opportunities to pursue environmentally-friendly initiatives and enhance the Group’s
environmental performance by reducing energy consumption and the use of other resources.

During the Reporting Period, the Group was not aware of any material non-compliance with the environmental laws and

regulations, including but not limited to the Air Pollution Control Ordinance, the Noise Control Ordinance, and the Waste Disposal
Ordinance of Hong Kong that would have a significant impact on the Group.
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Air Emissions
During the Group’s operations, the petrol consumed by company vehicles generate the emissions of nitrogen oxides (‘NO.”),
sulphur oxides (“S0,”) and particulate matter (*PM”). Generally, the amounts of air emissions in 2022 remains at a reasonably

low level, similar to the incurred volume in 2021.

Summary of the Group’s air emissions performance:

Types of air emissions Unit 2022 2021
NO, tonnes 0.07 0.06
SO, tonnes 0.0001 0.0001
PM tonnes 0.01 0.01

Although the Group does not generate a significant amount of air emissions directly during its operations, the Group has still
established measures relating to the reduction of air emissions, which include:

Avoid peak hour traffic;

° Encourage the use of public transport;

Utilise the vehicles effectively by carpooling with different staff; and

° Monitor the monthly usage of all vehicles through the establishment of a comprehensive data collection system to maintain
the usage efficiency at a prominent level.

GHG Emissions

The Group’s GHG emissions are comprised of direct emissions (scope 1), energy indirect emissions (scope 2) and other indirect
emissions (scope 3). The Group emphasises on reducing GHG emissions, that contributes to achieving carbon neutral and
combatting climate change. Therefore, the Group has set target to reduce its GHG emission intensity (kgCO e/square foot) by 5%
by the year ended 31 March 2026 (“2026”), compared with the baseline year of 2022. The Group has implemented a series of
measure in order to reach the target set. The relevant measures are mentioned in this section as below.

Scope 1 - Direct emissions

Direct GHG emissions of the Group were principally resulting from petrol consumed by company vehicles. The Group has
actively adopted various measures, which are described in the section headed “Air Emissions” under aspect A1.

Scope 2 - Energy indirect emissions

Energy indirect GHG emissions of the Group were principally resulting from electricity consumed at the rented headquarters and
branch offices.

The Group has adopted several electricity conservation measures to control and reduce electricity consumption. The Group
not only encourages the use of appliances with energy efficiency labels, but also encourages its employees to switch off all
idling appliances and unnecessary lightings upon leaving the offices. The Group has also posted reminders near switches
and electrical appliances to remind employees to reduce electricity consumption. Other electricity conservation measures are
described in the section headed “Energy Management” under aspect A2.
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Scope 3 - Other indirect emissions

Other indirect GHG emissions of the Group were principally generated from the electricity used for fresh water processing and
wastewater processing by the Water Services Department and Drainage Services Department. The Group has actively adopted
various water conservation measures, which are described in the section headed “Water Consumption”.

The GHG emissions in 2022 has decreased by approximately 5.63% compared to 2021. The decrease was mainly resulted from
the reduction of operation activities, partly owing to the continuity of COVID-19 pandemic.

Summary of the Group’s GHG emissions performance:

Indicators! Unit 2022 2021
Scope 1 - Direct GHG emissions tCOe 21.41 23.66
— Petrol consumed by company vehicles
Total Direct GHG emissions t1COe 21.41 23.66
Scope 2 — Energy indirect GHG emissions tCOe 51.86 53.93
— Purchased electricity
Scope 3 — Other indirect GHG emissions tCOe 0.19 0.25
— Fresh water and wastewater processing
Total Indirect GHG emissions tCO.e 52.05 54.18
Total GHG emissions tCOe 73.46 77.84
Intensity of total GHG emissions tCO, e/million revenue (HK$)? 0.53 0.55
tCO,e/project® 0.19 0.15
tCO,e/square foot 0.02 (19.33) N/A
(kgCO,e/square foot)*
Note(s):

1.

GHG emissions data is presented in terms of carbon dioxide equivalent and is based on, but not limited to, “The Greenhouse Gas Protocol:
A Corporate Accounting and Reporting Standards” issued by the World Resources Institute and the World Business Council for Sustainable
Development, “How to prepare an ESG report — Appendix 2: Reporting Guidance on Environmental KPIs” issued by the Stock Exchange, “Annual
Report 2019/20” issued by the Water Supplies Department, “Sustainability Report 2020/21” issued by the Drainage Services Department, the
“Global Warming Potential Values” from the IPCC Fifth Assessment Report, 2015 (AR5), the “Sustainability Report 2021” published by HK Electric
Investments Limited and the “Sustainability Report 2021” published by CLP Power Hong Kong Limited.

For the year ended 31 March 2022, the Group recorded a revenue of approximately HK$138.3 million (as at 31 March 2021: approximately
HK$140.6 million). This data is used for calculating other intensity data.

For the year ended 31 March 2022, the Group recorded the total number of projects of 390 (as at 31 March 2021: 519). This data is used for
calculating other intensity data.

For the year ended 31 March 2022, the Group recorded the total floor area of approximately 3,800 square feet. The relevant figure has been
disclosed from 2022 onwards. This data is used for calculating other intensity data.

Waste Management

Hazardous waste

Due to the business nature, the Group does not generate material amount of hazardous waste during its operations. Although
the Group did not generate hazardous waste during the Reporting Period, it has established guidelines to govern the
management and disposal of hazardous waste. In case there is any hazardous waste produced, to comply with the relevant
environmental rules and regulations, the Group must engage a qualified chemical waste collector to handle such waste.
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Non-hazardous waste

The Group’s non-hazardous waste is mainly comprised of the mixed construction and demolition (“C&D”) waste, which is
produced during the operation of the Group’s fit-out services, and the general waste and paper used in office. To facilitate the
waste reduction from sources, the Group has set target to reduce the non-hazardous waste intensity (kg/square foot) by 5% by
2026, compared with the baseline year of 2022.

To properly dispose of the waste produced, the mixed C&D materials are sent to three strategic landfills by the government
authorised logistic service provider trucks.

In offices, the Group promotes the reduction of paper and stationery usage by adopting the following initiatives and assumes the
responsibility for the overall waste management:

° Encourage double-sided printing;

° Extend stationery life cycle by reusing envelopes and refilling pens;

° Utilise electronic communication where applicable; and

° Use reusable products instead of one-off office supplies whenever possible.

The non-hazardous waste disposal in 2022 has slightly decreased by approximately 0.66% compared to 2021. The decrease
was mainly due to the reduction of operational activities, partly owing to the continuity of COVID-19 pandemic. Approximately 0.27

tonnes of general waste and approximately 0.25 tonnes of paper waste were recycled during 2022.

Summary of the Group’s non-hazardous waste disposal performance:

Non-hazardous waste Unit 2022 2021
Mixed C&D waste tonnes 118.45 120.00
General waste® tonnes 0.80 N/A
Paper tonnes 0.76 0.81
Total non-hazardous waste disposal tonnes 120.01 120.81
Intensity of total non-hazardous tonnes/million revenue (HK$) 0.87 0.86
waste disposal tonnes/project 0.31 0.23
tonnes/square foot 0.03 (31.58) N/A
(kg/square foot)®
Note(s):
5. The relevant figure has been disclosed from 2022 onwards.

Wastewater Discharge

Wastewater can be generated and discharged at the Group’s headquarters, branches and project sites. Since the Group did
not have the direct operational control of the fit-outting works at project sites, the information on wastewater discharge data was
therefore not available. The wastewater discharged by the offices of the Group was discharged into the public sewerage system,
therefore the amount of water consumed by the Group is considered as the amount of sewage discharged. The corresponding
water conservation measures are described in the section headed “Water Consumption”.

Use of Resources

As the Group focuses on the provision of interior design and fit-out services in Hong Kong, the Group does not consume
significant amount of water and energy at the headquarters, branch offices and project sites. Nevertheless, the Group
encourages its employees to use their best endeavours to reduce the use of resources, with a view to contributing to the

community and the environment. The Group will keep monitoring the potential environmental impacts in its business operations.
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Energy Management

The Group aims to minimise the environmental impacts that resulted from its operations by identifying energy reduction
goals and adopting appropriate measures. During the Reporting Period, the Group has set target to reduce the total energy
consumption intensity (kWh/square foot) by 5% by 2026, compared with the baseline year of 2022. The Group has adopted the
following energy-saving measures to encourage all the employees to pursue the target set:

° Purchase equipment and machinery with high energy efficiency on the replacement of old equipment;

° Encourage the use of products with energy efficiency labels;

° Replace traditional fluorescent tubes with energy efficient LED light strips;

° Switch off all idling appliances and unnecessary lightings upon leaving the office;

° Conduct regular maintenance on air-cooling technologies; and

° Actively adopt vehicle emission reduction measures, which are described in the section headed “Air Emissions”.

The major types of energy used in the operations is electricity. In order to monitor the electricity consumption and identify energy
saving opportunities, the Group measures and records the electricity consumption level from time to time. The monthly electricity

consumption in Milliwatt-hour (MWh) is shown below:

The electricity consumption in 2022 has decreased by approximately 9.32% compared to 2021. The decrease was mainly due
to the reduction of operational activities, partly owing to the continuity of COVID-19 pandemic.
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Summary of the Group’s energy consumption® performance:

Types of energy Unit” 2022 2021
Direct energy consumption MWh 77.96 86.14
— Petrol consumed by company vehicles
Indirect energy consumption MWh 105.31 115.96
— Purchased electricity®
Total energy consumption MWh 183.27 202.10
Intensity of total energy consumption MWh/million revenue (HK$) 1.33 1.44
MWh/project 0.47 0.39
MWh/square foot 0.05 (48.23) N/A
(kWh/square foot)?
Note(s):
6. The electricity consumption data only includes the Group’s headquarters and branches. Since the Group was not responsible for the electricity bill

of the fitting-out works at project sites, the relevant electricity consumption data was therefore not available.

7. The unit conversion method of energy consumption data is formulated based on the “Energy Statistics Manual” issued by International Energy
Agency.
8. The relevant figure has been disclosed from 2022 onwards.

Water Consumption

Water was used at headquarters, branch offices and project sites. Although the Group does not consume a significant amount
of water during its operations, the Group has set target to reduce the total water consumption intensity (cubic metres/square
foot) by 5% by 2026, compared with the baseline year of 2022. To facilitate the water saving initiative, the Group encourages
all employees to develop the habit of conscious water conservation. The Group has been enhancing its water conservation
promotion such as posting water saving reminders, and guiding employees to consume water reasonably. The employees’
water conservation awareness has been increased with the aforementioned water saving measures.

Due to the geographical location of the Group’s operation and the Group’s business nature, the Group did not encounter any
problem in sourcing water that is fit for purpose.

The water consumption in 2022 has decreased by approximately 23.37% compared to 2021. The decrease was mainly due to
the reduction of operational activities, partly owing to the continuity of COVID-19 pandemic. The Group will continue to monitor
the figures closely and prevent any unnecessary water usage.

Summary of the Group’s water consumption performance:

Unit 2022 2021
Total water consumption® cubic metres 305.00 398.00
Intensity of total water consumption cubic metres/million revenue
(HKS) 2.21 2.83
cubic metres/project 0.78 0.77
cubic metres/square foot'" 0.08 N/A
Note(s):
9. The water consumption data only includes the Group’s headquarters and branches. Since the Group was not responsible for the water bill of the

fit-out works at project sites, the relevant water consumption data was therefore not available.

10.  The relevant figure has been disclosed from 2022 onwards.
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Use of Packaging Material
Due to the Group’s business nature, the use of packaging material is not considered to be a material ESG issue of the Group.
The Environment and Natural Resources

The Group has set up an environmental system management task force as part of its effort to develop an environmental
management system that supports sustainable development, and the Design Information Centre of Smart Will Engineering
Limited, one of the Group’s subsidiaries, has obtained ISO 14001 certification for its environmental management system.

Through the implementation of ISO 14001 certified environmental management system and the establishment of the
Environment and Natural Resources Policy, the Group has given careful consideration to minimise all significant impacts on the
environment resources.

Noise Pollution

The Group’s fitting-out works may cause noise nuisance to the surrounding neighbourhood. In order to ensure that noise levels
at the project sites are in line with the statutory requirement prescribed in relevant regulations, the Group carries out the works
under non-restricted hours to minimise the effect of emanated noise or vibration from its works towards the surroundings.

Climate Change

The Group recognises the importance of identification of significant climate-related issues and mitigation of the related risks,
therefore, the Group is committed to managing the potential climate-related risks which may impact the Group’s business
activities. The Group has established the Environment and Natural Resources Policy in identifying and mitigating the climate-
related risks. During the Reporting Period, the Group has conducted a climate change assessment to identify and mitigate the
potential risks that may arise from its business operations. These risks mainly stem from the following dimensions:

Physical Risks

The increase in frequency and severity of extreme weather such as typhoons, storms and heavy rains can disrupt the Group’s
operations by damaging the power grid and communication infrastructures, hindering and injuring its employees when they are
at work, or in commute. These could result in temporary, permanent or partial halt of the Group’s business operations, which
exposes the Group to risks associated with non-performance and delayed performance. The extreme weather may also interrupt
the supply chain of materials for fit-out works due to the delay of materials transportation or disturbance of the the materials
manufacturing.

To better manage the above mentioned physical risks, the Group has evaluated the possible extreme weather events that could
influence the Group’s business operations and has develop extreme weather contingency plans, including personnel allocation,
emergency response arrangements and business restoration sequence and schedule. The Group’s Employee Handbook has
clearly stated the response plan if there is typhoon or heavy rain for its employees to follow. When extreme weather events
occurred or possibly happened, the senior management will react according to the plan and timely communicate with employees
about the work arrangement to ensure staff safety and operation continuity. The Group will also from time to time review its
response plan which sets out appropriate solutions for employees to follow, so the employees will know how to response if any
of the essential work arrangement becomes unavailable due to extreme weather events.
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Transition Risks
Policy and Legal Risks

There are more stringent climate legislations and regulations to support global vision for decarbonisation. For example, the
Stock Exchange has required the listed companies to enhance the climate-related disclosures in their ESG reports. Stricter
environmental laws and regulations may expose enterprises to higher risks of claims and lawsuits. Corporate reputation may
also decline due to failure to meet the compliance requirements for climate change. The Group’s related capital investment and
compliance costs thus increase.

In response to policy and legal risks as well as reputation risks, the Group regularly monitors existing and emerging trends,
policies and regulations relevant to climate change and ensures that the senior management is aware of the changes in policies
or legislation so as to avoid unnecessary costs or non-compliance fines incurred and to reduce reputation risks resulting from
delayed responses.

Market Risks and Opportunities

With the global vision of decarbonisation, as well as the advocation of “Net Zero”, there are increasing number of investors and
customers who are aware of climate-related issues. If the Group fails to implement effective measures to manage climate-related
risks, the attractiveness of the Group to investors and customers may reduce. On the other hand, the Company can attract
more investors and customers if it provides more environmentally-friendly fit-out services.

To cope with the potential risk of disinvestment and shift of consumption, the Group intends to maintain a high transparency
in ESG reporting and its related activities in order to establish trust and confidence between its relationship with investors and
customers. The Group also sets targets in different environmental aspects, including GHG emissions, waste management,
water consumption, and energy use to reduce its environmental impact to minimise the carbon footprint of the Group’s business
operations. The Group also reviews the progress towards these targets and the effectiveness of its environmental policies and
measures, to ensure the Group’s development is aligned with the global trend of climate change mitigation and adaptation.
Meanwhile, the Group will explore more possibility in providing greener fit-out services, in regards to the material use and design
of its fit-out works. The Group tends to conduct a more environmentally friendly procurement, engaging suppliers with lower
carbon footprint. The details will be mentioned in the section headed “Supply Chain Management” under aspect B5.

SOCIAL
Employment Practices

The Group reckons that employees are the most valuable assets and also the cornerstone for sustaining corporate development.
Therefore, the Group adheres to a people-oriented principle, respects and protects the legitimate rights and interests of every
employee. Relevant employment policies of the Group have been formally documented in the Employee Handbook, covering
compensation and dismissal, recruitment and promotion, working hours, appraisal, training, benefits, etc. The policies and
employment process are reviewed on a regular basis to ensure the continuous improvement of the Group’s employment
standards.
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As at 31 March 2022, the Group had a total of 38 (2021: 41) employees, for which all of them were in Hong Kong. The
breakdown of employees by gender, age group, employment type and employee category is as follows:

Number of employee Unit 2022 2021
By gender

Male people 23 26
Female people 15 15
By age group

Below 30 people 33 23
30-50 people 4 12
Over 50 people 1 6
By employment type

Full-time people 37 40
Contract/Short-term people 1 1
By employee category

Senior management level people 1 1
Middle management level people 9 9
General staff people 28 31

By geographical region
Hong Kong, China people 38 41

During the Reporting Period, the Group was not aware of any material non-compliance with employment-related laws and
regulations, including but not limited to the Employment Ordinance, the Mandatory Provident Fund Schemes Ordinance and the
Minimum Wage Ordinance of Hong Kong that would have a significant impact on the Group.

Remuneration and Benefits

The Group has established a fair, reasonable and competitive remuneration system to attract and retain quality talents.
The Group’s basis to determine one’s remuneration includes job-related skills, qualifications, experiences, capability, work
performances, and prevailing market remuneration rate. Staff performance reviews are conducted regularly to assess
performance of each employee so as to decide the salary adjustments. Employees’ remuneration packages are composed
of basic salary, incentive bonus, mandatory provident fund, and other fringe benefits. Remuneration packages are reviewed
periodically.

The Group protects the rights of staff by providing the statutory holidays and paid annual leave according to relevant labour
laws and regulations. The Group also arranges the employees’ working hours based on statutory working hour standards while
employees are also entitled to paid leaves, sick leaves, matemnity leaves and paternity leaves in accordance with relevant laws
and regulations.

Moreover, the Group strives to establish harmonious labour relationships and create a relaxing working environment. The Group
promotes a positive and healthy lifestyle and strives to lift the spirit of workforce through various activities, including organising
the birthday parties, sports games, barbeque and other outing events. These recreational activities are dedicated to promoting
harmony and unity among employees by enhancing their mutual understanding and trust.
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With the above benefits and welfare, the Group’s turnover rate in 2022 was 12.66%'' (2021: 24.39%"?). Employee turnover rate
by gender and age group is as follows:

Employee turnover rate Unit 2022 2021
By gender

Male % 16.33 19.23
Female % 6.67 33.33
By age group

Below 30 % 17.86 30.43
30-50 % - 25.00
Over 50 % - -
By geographical region

Hong Kong, China % 12.66 24.39
Note(s):

11, The Group has enhanced its data collection mechanism and calculated the total employee turnover rate, by dividing the number of employees
leaving employment during 2022 by the average number of employees at the beginning and the end of 2022.

12.  The total employee turnover rate during 2021 is calculated by dividing the number of employees leaving employment during 2021 by the number of
employees at the end of 2021.

13.  The turnover rate by category during 2022 is calculated by dividing the number of employees in the specified category leaving employment during
2022 by the average number of employees in the specified category at the beginning and the end of 2022.

14.  The turnover rate by category during 2021 is calculated by dividing the number of employees in the specified category leaving employment during
2021 by the number of employees in the specified category at the end of 2021.

Recruitment, Promotion, and Dismissal

The Group adheres to the principles of openness and fairness to adopt a robust recruitment process based on merit selection
against the job criteria applied. Job applicants are assessed based on their suitability for the positions and potential to fulfil the
Group’s current and future needs, regardless of their race, gender, religion, physical disability, marital status, sexual orientation,
etc.

The Group offers promotion and development opportunities for outperforming employees through an open and fair assessment
system to explore employees’ capabilities. Performance reviews are conducted regularly and employees are provided with
the opportunity to openly discuss with their supervisors regarding their performance and career development. The results of
performance reviews are reflected in the employees’ salary reviews and promotion considerations.

Besides, the Group does not tolerate the dismissal of employees under any unreasonable basis. All termination of the
employment contract would be based on reasonable and lawful grounds supported by internal policies of the Group.

Equal Opportunities, Diversity and Anti-discrimination

The Group is committed to creating and maintaining an inclusive and collaborative workplace culture. Furthermore, the Group
is dedicated to providing equal opportunities in all aspects of employment and protecting its employees from discrimination,
physical or verbal harassment based on their gender, age, religion, disability, ethnicity, political stance, marital status, etc. As the
Group is principally engaged in fitting-out works in Hong Kong, manual work is generally required in most positions. Hence, the
ratio of the number of male to female employees is approximately 1.53:1 in 2022 (2021: 1.73:1). However, the Group treats all
employees equally.
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Health and Safety

The Group recognises safety and health at work as an integral part of its business performance. The Group is committed to
establishing a healthy, safe and stable working environment and has established the Occupational Health and Safety (“OHS”)
Manual which is prepared in accordance with OHSAS 18001 in order to manage the health and safety risks of its operations.

The Group strictly requires employees to comply with the Safety Policy and guidelines in the OHS Management System which
is included in the Employee Handbook for on-site construction teams and employees working in offices, both of which clearly
specify work flows, all kinds of safety measures and guidance as well as employees’ responsibilities for their health and safety at
the Group’s workplace.

Every employees will receive the “site specific induction training” when they commence work in the workplace. Thereafter, they
are given refresher talks at intervals of six months depending on the amount of changes to the site condition. The Group also
provides tool-box talks, aiming to heighten employee awareness of workplace hazards and Occupational Safety and Health
Administration (“OSHA”) regulations.

Daily operations are inspected by relevant department assigned by the Group, against the established risk assessment program
that consists of a number of sequential steps such as risk identification, analysis, evaluation, treatment, monitoring and reviewing
based on the existing controls and recommendations, in order to reduce those risks which are not deemed to be under
acceptable limits. Any non-compliance will also be identified and rectified on a timely basis.

In response to the outbreak of COVID-19 pandemic, the Group has implemented the following measures to strengthen the
health and safety precautionary measures in both the Group’s headquarters, branch offices and project sites to ensure the
health of its employees:

° Require employee to wear surgical masks when entering the office, branches and project sites;

° Provide disinfection alcohol and spray to employees;

° Provide leaves for employees who are vaccinated; and

° Provide information related COVID-19.

During the Reporting Period, the Group was not aware of any material non-compliance with health and safety related laws
and regulations, including but not limited to the Occupational Safety and Health Ordinance of Hong Kong that would have a
significant impact on the Group.

Every case of injury or death is required to be reported to the Group. In the past three years (including the Reporting Period),
there was no death or permanent disability case noted. However, the Group had 1 reported accident due to work-related injury

with 2 work-related injuries, which results in 14 days of lost days. The accident was assessed individually under the internal
guideline procedures. It was properly handled and the employees were reasonably compensated.

Unit 2022 2021 2020
Number of work-related fatalities people - - -
Work-related fatality rate % - - -
Number of work-related injury people 2 2 —
Number of lost days due to work injury days 14 14 -

Lai Group Holding Company Limited e Annual Report 2022 27



28

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Development and Trainings

The Group recognises the importance of skilled and professionally trained employees to its business growth and future success.
Therefore, the Group encourages them to participate in job-related training and courses. During the Reporting Period, the
Group has formulated quality management and environment management training programs to update the Group’s staff with
the latest requirement of ISO 9001 and ISO 14001, in order to maintain the highest standard of professionalism by the Group’s
employees. These two programs include quality assurance training in production process, inspection assurance of materials
received from supplier, health and safety precautions in using production equipment and machinery as well as customer
relationship management.

For new employees, a formal induction together with a tour of the workplace are provided to them on the first day of
employment. The aim is to welcome the new employees and familiarise them with the Group’s culture. An introduction of
Employee Handbook is also provided to ensure that new employees are aware of relevant policies and the Code of Conduct.
Moreover, experienced employees act as mentors to guide new employees. The Group believes such arrangements are the best
practice to facilitate communication, create team spirit, improve technical skills and managerial capability of the employees, and
encourage the learning and further development of employees at all levels.

The Group will continue to intensify its efforts to promote staff training programs since the Group believes that by means of
offering comprehensive training opportunities, it could help providing the necessary protection for talent reserves for corporate
development. The Group annually evaluates the training needs of its employees to ensure that employees are offered with
suitable and appropriate training according to their job nature and position.

During the Reporting Period, the Group had approximately 79.07%" (2021: 87.80%) of the employees trained. The average
training hours was approximately 25.30% (2021: 28.60) per employee. Breakdown of employees trained, percentage of
employees trained, and average training hours by gender and employee category are as follows:

Breakdown of employees trained'” Unit 2022 2021
By gender

Male % 58.82 63.89
Female % 4118 36.11
By employee category

Senior management level % 2.94 2.78
Middle management level % 26.47 22.22
General staff % 70.59 75.00
Percentage of employees trained' Unit 2022 2021
By gender

Male % 74.07 88.46
Female % 87.50 86.67
By employee category

Senior management level % 100.00 100.00
Middle management level % 100.00 88.89
General staff % 72.73 87.10
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Average training hours per employee Unit 2022 2021
By gender

Male hours 23.70 28.31
Female hours 28.00 27.73
By employee category

Senior management level hours 32.00 32.00
Middle management level hours 32.00 28.44
General staff hours 23.27 27.87
Note(s):

15.  The percentage of employees trained is calculated by dividing the total number of employees trained during the reporting period by the total
number of employees at the end of the reporting period (including the employees leaving employment during the reporting period).

16.  The average training hours per employee is calculated by dividing the total number of training hours during the reporting period by the total number
of employees at the end of the reporting period (including the employees leaving employment during the reporting period).

17.  The breakdown of employees trained by category is calculated by dividing the number of employees trained in the specified category during the
reporting period by the total number of employees trained at the end of the reporting period.

18.  The percentage of employees trained by category is calculated by dividing the number of employees trained in the specified category during
the reporting period by the number of employees in the specified category at the end of the reporting period (including the employees leaving
employment during the reporting period).

19.  The average training hours by category is calculated by dividing the number of training hours for employees in the specified category during
the reporting period by the number of employees in the specified category at the end of the reporting period (including the employees leaving
employment during the reporting period).

Labour Standards

The Group always respects and strictly complies with all applicable laws and local regulations in the place where it operates.
Child and forced labour are strictly prohibited during recruitment. To avoid illegal employment of child labour and underage
workers, the Group has also developed rigorous and systematic measures for approval and selection. Personal data are
collected during the recruitment process to assist the selection of suitable candidates and to verify candidates’ identities. The
Human Resources Department also ensures that identity documents are carefully verified. To prevent forced labour, working
hours are specified in the Employee Handbook. If violations are involved, they will be dealt with in the light of circumstances.

During the Reporting Period, the Group was not aware of any material non-compliance with laws and regulations related to the
prevention of child labour and forced labour, including but not limited to the Hong Kong Employment Ordinance that would have
a significant impact on the Group.

Supply Chain Management

The Group highly values its relationship with its suppliers and subcontractors and regards them as important business partners.
The Group has formulated the Procurement of Goods and Services Policy to standardise the procurement process and govern
the engagement of suppliers and subcontractors. Suppliers and subcontractors are chosen subjecting to screening and
evaluation procedures, based on the criteria including but not limited to overall capabilities, quality and price, assets position,
nature of business, reputation in the industry, quality of products, goods delivery, environmental and social performance, and
compliance with law and regulations. The Group also carries out regular assessment based on the aforementioned criteria. Every
supplier and subcontractor are reviewed at least once every year or after completion of their contracts. In case of major non-
performance of an approved supplier or subcontractor, the Group will review its suitability to remain on the approved list. The
Group maintains a long-term strategic relationship with its suppliers and subcontractor based on the results from the assessment.
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During the Reporting Period, the Group had 108 (2021:101) suppliers, all of them are evaluated and engaged according to the
Group’s procurement practice as mentioned above.

Region 2022 2021
Hong Kong, China 91 86
Mainland China 17 15

As customers are becoming more concerned about environmental issues and stressing the importance of using environmentally
friendly materials, the Group monitors the suppliers’ and subcontractors’ business procedures through field visit and
investigation (if appropriate) to reduce its social and environmental risks along the supply chain. The investigation reviews the
production capacity, technology level, quality assurance capabilities, supply capacity, safety and environment management
qualifications if needed. Only suppliers which have fully complied with regulatory requirements are eligible for the supplier
selection by the Group. Meanwhile, all suppliers and subcontractors must sign the Supplier Code of Conduct to ensure that
the suppliers and subcontractors comply with the relevant laws and relation, and their environmental and social performance
achieve the Group’s standard. Any non-compliance with the relevant environmental and social rules and regulations discovered
on a supplier or subcontractor will be promptly reported to the Group’s management. Corrective action plan will be carried out
by the management to remediate the identified risks in a timely manner.

To promote environmentally preferable products and services when selecting the suppliers and subcontractors, the Group
communicates with suppliers and subcontractors frequently about the availability in providing environmentally preferable
products or services, and products or services that meet certain green standard and specification. The Group provides initiative
to suppliers and subcontractors by privatising suppliers and subcontractors who can provide environmentally friendly products
and services in tendering. The selection of suppliers and subcontractors is determined regarding to the criteria mentioned,
assessment and evaluation on the suppliers’ performance, and their green practices. The Group will continue to act as a
corporate citizen in communicating and stressing those environmental issues to its suppliers and subcontractors.

Product Responsibility

The Group is committed to providing high-quality services and guarantees that the quality of the Group’s projects is in line
with quality standards and sustainability requirements. The Group has always been focusing on quality control and customer
satisfaction in project construction since its incorporation. The Group also pursues to meet higher standard all the time.

During the Reporting Period, the Group was not aware of any material non-compliance with laws and regulations concerning
advertising, labelling and privacy matters relating to products and services provided and methods of redress, including but not
limited to the Personal Data (Privacy) Ordinance of Hong Kong that would have a significant impact on the Group. Moreover, the
disclosures on the number of products sold or shipped subject to recalls for safety and health reasons were not applicable due
to the Group’s business nature.

Products and Services Quality

The Group recognises the importance of achieving and maintaining high service and product quality standard to the sustainable
growth of the Group.

To maintain high product quality, the Group attaches great importance to quality management. The Group has obtained the
certificate of ISO 9001:2015 Quality Management System on interior design and fit-out services. The Group conducts on-site
quality checks and inspections at various stages of the fit-out services. Besides, to ensure the quality of the supplied materials
and products, the Group requires suppliers and sub-contractors to provide a product quality certification regularly.
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The Group treasures the customer’s perception to the Group’s services, and considers it as an important essence of the
Group’s performance. The Group employs different methods, to explore the customers’ expectation and obtain their feedback.

The Group’s designers collect all the information of customers’ requirements and expectations at the preliminary meeting for
the interior design development and associated works. The project designer closely communicates with the customers at the
project design and site work stage and responds effectively to the customers for their subsequent instructions, in order to meet
the customer requirements effectively.

The Group also sets up a customer service (“CS”) section with assigned staff to take care of the potential, existing and
excustomers. The CS section is an independent section which is headed by the director of the Group, who has adequate
authority to make decision for problem solving. The duties of CS section cover the enquiry of potential customer, complaint of
third parties, such as neighbours of the project site and customer survey for existing and completed projects.

In addition, the Group has set up a communication networking platform to build up connection with customers and the public
to gather all the enquiry and customer views. Useful information can be broadcasted to any interested parties in relation to the
interior design and contracting work updates.

Furthermore, the Group has established the hotline and email enquiry facilities at the website, which are manned by trained CS
staff. Apart from taking care of the existing customers, the CS staff also handle the enquiry or call-in from interested parties.
In addition, the CS staff carry out survey with customers to collect their opinion to the Group’s service, and the extent of
their satisfaction regarding to the performance. The collected information is recorded and analysed, to seek for improvement
opportunity.

Whenever there is any complaint from customers, the Group takes it as a learning lesson and an opportunity to demonstrate the
responsibility and commitment to quality service. Moreover, the Group takes a fair attitude to both the complaining party and
internal staff. Investigation is initiated by the senior management for the cause of the complaint. Administrative manager shall
then determine the legitimacy of the complaint, and proceed with the appropriate follow up action. The Group aims at rectifying
all the shortfalls and turning the customer’s disappointment into satisfaction by handling customer’s complaint properly. During
the Reporting Period, the Group received 2 complaints (2021: 2 complaints) on employees’ attitude from the customers. The
Group has already investigated the complaints and provided relevant training to employees in order to improve the service
quality.

Privacy Protection

The Group recognises that the protection of confidential information is the key to its success, therefore protecting confidential
data and customers’ privacy always remains the priority of the Group. All employees must follow the obligations as stated in
the Company Information Disclosure Policy as well as the Information Security, Trade Secrets and the Confidential Information
Policy, and do not disclose any information, documents or materials comprising any data and information relating to corporate
business activities which may come within their knowledge or possession during the term, in the course of their employment and
after the end of their employment without the consent of the Group. All confidential data relating to the Group’s business and
customers’ information are securely protected and only used for internal purposes.

Intellectual Property Protection
The Group protects intellectual property rights and regards it as an area of substantial importance. The Group would take active
steps to protect its trademarks and other intellectual property rights by completing necessary filing and registration. For any new

trademark to be licensed, the Group shall take all appropriate actions to register and protect trademarks in the jurisdictions in
which its operations are carried out.
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Anti-corruption

The Group is committed to maintaining the integrity of its corporate culture. The Group’s Anti-Corruption Policy, Employee
Conflict of Interest Management Policy and the Code of Conduct stipulated in the Employee Handbook have outlined the
standard of behaviours on anti-corruption, handling of conflict of interest and data privacy and confidentiality that employees
shall abide by in its business dealings. The relevant policies and Code of Conduct provides a clear definition of the provision and
acceptance of interests, such as gifts and souvenirs, and ways to deal with conflicts of interest. Directors and employees are
required to make a declaration to the management through the reporting channels when actual or potential conflict of interest
arises. Employees cannot receive any gifts from any external parties (i.e. customers, suppliers, contractors, etc.) unless approval is
obtained from the management.

The Group has established Whistleblowing Policy to encourage employees to raise concerns about possible improprieties
in matters of financial reporting, compliance, and other malpractices at the earliest opportunity. If any employee reasonably
believes and in good faith that malpractice exists in the workplace, he/she should report immediately to the Company’s senior
management. All reports are treated confidentially and every effort is made not to reveal the employee’s identity. The Group
is entitled to terminate the employment contract with any employee who is bribed with money, gifts or commission, etc., and
reserves the right to take further legal actions against such person.

To ensure that all employees can perform their duties with high ethical standards and professionalism, the Group has arranged
internal and external anti-corruption and corporate governance training and encouraged employees to actively learn about
the latest development and future trends of global anti-money laundering, and the impact of corruption. During the Reporting
Period, the Group’s directors and staff had received a total of approximately 8 hours and 272 hours of anti-corruption training
respectively.

During the Reporting Period, the Group was not aware of any material non-compliance with laws and regulations related
to anticorruption and money laundering, including but not limited the Prevention of Bribery Ordinance and the Anti-Money
Laundering and Counter Terrorist Financing Ordinance of Hong Kong that would have a significant impact on the Group.
Moreover, there was no concluded legal case regarding corrupt practices brought against the Group or its employees.

Community Investment

The Group devotes to the community in order to show the love and care to people in need and encourages the employees
to participate in in-house or external community activities. The Group has formulated the Community Investment Policy, and
are committed to being an active member of the community by supporting and participating in various charitable community
activities, including serving the disadvantaged and protecting the environment.

The Group has established a voluntary team to offer free maintenance/repairing service for the household and peoples in need,
particularly the elderly, children and handicapped. The team consists of 20 people, with participation of interior designers, skillful
workers of different fields, such as carpentry, wood works, painting, plastering, etc.

In addition, the Group always encourages the employees to participate in blood donation and organ donation, and regularly
organises company-wise campaigns for such activities including, joining the Organ Donation Promotion Charter with Department
of Health and becoming the partner and signatory of the charter.

Moreover, the Group gathers all the used furniture from customers prior to commencement of fitting-out works where most of
them are still maintained at a good condition. A designated team notes the basic information of these furniture and post them to
the Facebook page of the Group. Whenever there is someone in need, the Group will distribute them for free.

However, the Group has devoted significant resources to maintain its business operations and most of the voluntary activities
were limited due to the pandemic, therefore, suspended most of its philanthropic activities. The Group will focus more on social
participation and community investment as mentioned when the pandemic eases and continue to explore other means to
contribute more to the environment and strive to create a healthy and sustainable society.
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Table of Environmental Performance Indicators

Aspect A1: Emissions

HKEX ESG
Reporting
Performance indicator Unit 2022 2021 Guide KPlIs
Air emissions
NO, tonnes 0.07 0.06 KPI A1.1
SO, tonnes 0.0001 0.0001 KPI'A1.1
PM tonnes 0.01 0.01 KPI'A1.4
GHG emissions
Total GHG emissions tCO,e 73.46 77.84 KPIA1.2
Total GHG emissions intensity tCO,e/million revenue (HK$) 0.58 0.55 KPI A1.2
tCO,e/project 0.19 0.15 KPI A1.2
tCO,e/square foot 0.02 N/A KPI'A1.2
Scope 1 - Direct GHG emissions tCOe 21.41 23.66 KPI'A1.2
e petrol consumed by vehicles
Scope 2 — Indirect GHG emissions tCOe 51.86 53.93 KPI A1.2
e electricity
Scope 3 — Other indirect GHG emissions tCO,e 0.19 0.25 KPI A1.2
e freshwater and sewage processing
Non-hazardous waste disposal
Total non-hazardous waste tonnes 120.01 120.81 KPIA1.4
Total non-hazardous waste intensity tonnes/million revenue (HK$) 0.87 0.86 KPIA1.4
tonnes/project 0.31 0.238 KPIA1.4
tonnes/square foot 0.03 N/A KPI A1.4
Mixed C&D waste tonnes 118.45 120.00 KPI A1.4
General waste tonnes 0.80 N/A KPIA1.4
Paper tonnes 0.76 0.81 KPI A1.4
Aspect A2: Use of resources
HKEX ESG
Reporting
Performance indicator Unit 2022 2021 Guide KPIs
Energy consumption
Total energy consumption MWh 183.27 202.10 KPI A2.1
Total energy consumption intensity MWh/million revenue (HK$) 1.33 1.44 KPI A2.1
MWh/project 0.47 0.39 KPI A2.1
MWh/square foot 0.05 N/A KPI A2.1
Direct energy consumption — petrol MWh 77.96 86.14 KPI A2.1
Indirect energy consumption — electricity MWh 105.31 115.96 KPI A2.1
Water consumption
Total water consumption cubic metres 305.00 398.00 KPI A2.2
Water consumption intensity cubic metres/million 2.21 2.83 KPI A2.2
revenue (HK$)
cubic metres/project 0.78 0.77 KPI A2.2
cubic metres/square foot 0.08 N/A KPI A2.2
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Table of Social Performance Indicators

Aspect B1: Employment

HKEX ESG
Reporting

Performance indicator Unit 2022 2021 Guide KPlIs
Number of employee
Total number of employee people 38 41 KPI B1.1
By Gender
Male people 23 26 KPI B1.1
Female people 15 15 KPI B1.1
By age group
Below 30 people 33 23 KPI B1.1
30-50 people 4 12 KPI B1.1
Over 50 people 1 6 KPI B1.1
By employment type
Full-time people 37 40 KPI B1.1
Contract/Short-term people 1 1 KPI B1.1
By employment category
Senior management level people 1 1 KPI B1.1
Middle management level people 9 9 KPI B1.1
General staff people 28 31 KPI B1.1
By geographical region
Hong Kong, China people 38 41 KPI B1.1
Turnover Rate
Total turnover rate % 12.66 24.39 KPI B1.2
By Gender
Male % 16.33 19.28 KPI B1.2
Female % 6.67 33.33 KPI B1.2
By age group
Below 30 % 17.86 30.43 KPI B1.2
30-50 % - 25.00 KPI B1.2
Over 50 % - - KPI B1.2
By geographical location
Hong Kong, China % 12.66 24.39 KPIB1.2
Aspect B2: Health and Safety

HKEX ESG

Reporting

Performance indicator Unit 2022 2021 2020 Guide KPIs
Number of work-related fatalities people - - - KPI B2.1
Work-related fatality rate % - - - KPI B2.1
Number of work-related injury people 2 2 - KPI B2.1
Number of lost days due to work injury days 14 14 - KPI B2.1
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Aspect B3: Development and Training

HKEX ESG
Reporting
Performance indicator Unit 2022 2021 Guide KPIs
Breakdown of employees trained
By gender
Male % 58.82 63.89 KPI B3.1
Female % 41.18 36.11 KPI B3.1
By employee category
Senior management level % 2.94 2.78 KPI B3.1
Middle management level % 26.47 22.22 KPI B3.1
General staff % 70.59 75.00 KPI B3.1
Percentage of employees trained
By gender
Male % 74.07 88.46 KPI B3.1
Female % 87.50 86.67 KPI B3.1
By employee category
Senior management level % 100.00 100.00 KPI B3.1
Middle management level % 100.00 88.89 KPI B3.1
General staff % 72.73 87.10 KPI B3.1
Average training hours per employee
By gender
Male hours 23.70 28.31 KPI B3.2
Female hours 28.00 27.73 KPI B3.2
By employee category
Senior management level hours 32.00 32.00 KPI B3.2
Middle management level hours 32.00 28.44 KPI B3.2
General staff hours 23.27 27.87 KPI B3.2
Aspect B5: Supply Chain Management
HKEX ESG
Reporting
Performance indicator Unit 2022 2021 Guide KPIs
Number of suppliers
Total number of supplier number 108 101 KPI B5.1
By geographical region
Hong Kong, China number 91 86 KPI B5.1
Mainland China number 17 15 KPI B5.1
Aspect B6: Product Responsibility
HKEX ESG
Reporting
Performance indicator Unit 2022 2021 Guide KPIs
Number of products and service-related number 2 2 KPI B6.2
complaints
Number of products recalls number N/A N/A KPI B6.2
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Aspect B7: Anti-corruption

HKEX ESG

Reporting

Performance indicator Unit 2022 2021 Guide KPIs

Number of concluded legal cases cases - - KPI B7.1
Training hours of anti-corruption training

Directors hours 8 N/A KPI B7.3

Staff hours 272 N/A KPI B7.3

CONTENT INDEX OF THE ESG REPORTING GUIDE OF THE STOCK EXCHANGE

Mandatory Disclosure Requirements

Section/Declaration

Governance Structure
Reporting Principles
Reporting Boundary

Board Statement — ESG Governance Structure
Reporting Framework
Reporting Scope

Subject Areas,
Aspects, General
Disclosures and KPlIs

Description

Section/Declaration

Aspect A1: Emissions
General Disclosure

KPI A1.1

KPI A1.2

KPI A1.3

KPI A1.4

KPI A1.5

KPI A1.6

Information on:

(@) the policies; and

(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer

relating to air and greenhouse gas emissions,

discharges into water and land, and generation

of hazardous and non-hazardous waste.

The types of emissions and respective

emissions data.

Direct (Scope 1) and energy indirect (Scope

2) greenhouse gas emissions (in tonnes) and,

where appropriate, intensity (e.g. per unit of

production volume, per facility).

Total hazardous waste produced (in tonnes)

and, where appropriate, intensity (e.g. per unit

of production volume, per facility).

Total non-hazardous waste produced (in

tonnes) and, where appropriate, intensity (e.g.

per unit of production volume, per facility).

Description of emissions target(s) set and steps

taken to achieve them.

Description of how hazardous and non-

hazardous wastes are handled, and a

description of reduction target(s) set and steps

taken to achieve them.

Environmental Protection

Environmental Protection — Air Emissions; Table
of Environmental Performance Indicators
Environmental Protection — GHG Emissions;
Table of Environmental Performance Indicators

Environmental Protection — Waste Management;
Table of Environmental Performance Indicators

Environmental Protection — Waste Management;
Table of Environmental Performance Indicators

Environmental Protection — GHG Emissions

Environmental Protection — Waste Management

36

Lai Group Holding Company Limited e Annual Report 2022



Subject Areas,

Aspects, General
Disclosures and KPIs

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Description

Section/Declaration

Aspect A2: Use of Resources

General Disclosure

KPI A2.1

KPI A2.2

KPI A2.3

KPI A2.4

KPI A2.5

Policies on the efficient use of resources,
including energy, water and other raw materials.
Direct and/or indirect energy consumption by
type (e.g. electricity, gas or oil) in total (kWh in
‘000s) and intensity (e.g. per unit of production
volume, per facility).

Water consumption in total and intensity (e.g.
per unit of production volume, per facility).
Description of energy use efficiency target(s) set
and steps taken to achieve them

Description of whether there is any issue in
sourcing water that is fit for purpose, water
efficiency target(s) set and steps taken to
achieve them.

Total packaging material used for finished
products (in tonnes) and, if applicable, with
reference to per unit produced.

Environmental Protection — Use of Resources

Environmental Protection — Energy
Management; Table of Environmental
Performance Indicators

Environmental Protection — Water Consumption;
Table of Environmental Performance Indicators
Environmental Protection — Energy Management

Environmental Protection — Water Consumption

Environmental Protection — Use of Packaging
Material

Aspect A3: The Environment and Natural Resources

General Disclosure

KPI'A3.1

Policies on minimising the issuer’s significant
impacts on the environment and natural
resources.

Description of the significant impacts of
activities on the environment and natural
resources and the actions taken to manage
them.

Environmental Protection — The Environment
and Natural Resources

Environmental Protection — Noise Pollution

Aspect A4: Climate Change

General Disclosure

KPI A4.1

Policies on identification and mitigation of
significant climate-related issues which have
impacted, and those which may impact, the
issuer.

Description of the significant climate-related
issues which have impacted, and those which
may impact, the issuer, and the actions taken
to manage them.

Environmental Protection — Climate Change

Environmental Protection — Climate Change
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Subject Areas,
Aspects, General
Disclosures and KPIs

Description

Section/Declaration

Aspect B1: Employment
General Disclosure

KPI B1.1

KPIB1.2

Information on:

(@) the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer

relating to compensation and dismissal,

recruitment and promotion, working hours,

rest periods, equal opportunity, diversity, anti-

discrimination, and other benefits and welfare

Total workforce by gender, employment type

(for example, full- or part-time), age group and

geographical region.

Employee turnover rate by gender, age group

and geographical region.

Social - Employment Practices; Remuneration
and Benefits; Recruitment, Promotion, and
Dismissal; Equal Opportunities, Diversity and
Anti-discrimination

Social — Employment Practices; Table of Social
Performance Indicators

Social — Remuneration and Benefits; Table of
Social Performance Indicators

Aspect B2: Health and Safety

General Disclosure

KPI B2.1

KPI B2.2

KPI B2.3

Information on:

(@) the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer

relating to providing a safe working environment

and protecting employees from occupational

hazards

Number and rate of work-related fatalities

occurred in each of the past three years

including the reporting year.

Lost days due to work injury.

Description of occupational health and
safety measures adopted, and how they are
implemented and monitored.

Social — Health and Safety

Social — Health and Safety; Table of Social
Performance Indicators

Social — Health and Safety; Table of Social
Performance Indicators
Social — Health and Safety

Aspect B3: Training and Development

General Disclosure

KPI B3.1

KPI B3.2

Policies on improving employees’ knowledge
and skills for discharging duties at work.
Description of training activities.

The percentage of employees trained by
gender and employee category (e.g. senior
management, middle management).

The average training hours completed per
employee by gender and employee category.

Social — Development and Trainings
Social — Development and Trainings; Table of
Social Performance Indicators

Social — Development and Trainings; Table of
Social Performance Indicators
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Description

Section/Declaration

Aspect B4: Labour Standards

General Disclosure

KPI B4.1

KPI B4.2

Information on:

(@  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer

relating to preventing child and forced labour

Description of measures to review employment

practices to avoid child and forced labour.

Description of steps taken to eliminate such

practices when discovered.

Social — Labour Standards

Social — Labour Standards

Social — Labour Standards

Aspect B5: Supply Chain Management

General Disclosure

KPI B5.1

KPI B5.2

KPI B5.3

KPI B5.4

Policies on managing environmental and social
risks of the supply chain.
Number of suppliers by geographical region.

Description of practices relating to engaging
suppliers, number of suppliers where the
practices are being implemented, and how they
are implemented and monitored.

Description of practices used to identify
environmental and social risks along the supply
chain, and how they are implemented and
monitored.

Description of practices used to promote
environmentally preferable products and
services when selecting suppliers, and how
they are implemented and monitored.

Social — Supply Chain Management
Social — Supply Chain Management; Table of
Social Performance Indicators

Social — Supply Chain Management; Table of
Social Performance Indicators

Social — Supply Chain Management

Social — Supply Chain Management

Aspect B6: Product Responsibility

General Disclosure

KPI B6.1

KPI B6.2

KPI B6.3

KPI B6.4

KPI B6.5

Information on:

(@  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer

relating to health and safety, advertising,

labelling and privacy matters relating to

products and services provided and methods

of redress.

Percentage of total products sold or shipped

subject to recalls for safety and health reasons.

Number of products and service related

complaints received and how they are dealt

with.

Description of practices relating to observing

and protecting intellectual property rights.

Description of quality assurance process and

recall procedures.

Description of consumer data protection and

privacy policies, and how they are implemented

and monitored.

Social — Product Responsibility, Products and
Services Quality, Privacy Protection, Intellectual
Property Protection

Social — Product Responsibility; Table of Social
Performance Indicators

Social — Products and Services Quality; Table of
Social Performance Indicators

Social — Intellectual Property Protection
Social — Product Responsibility, Products and

Services Quality
Social — Privacy Protection
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Subject Areas,
Aspects, General

Disclosures and KPIs

Description

Section/Declaration

Aspect B7: Anti-corruption

General Disclosure

KPI B7.1

KPI B7.2

KPI B7.3

Information on:

(@) the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer

relating to bribery, extortion, fraud and money

laundering

Number of concluded legal cases regarding

corrupt practices brought against the issuer or

its employees during the reporting period and

the outcomes of the cases.

Description of preventive measures and

whistleblowing procedures, how they are

implemented and monitored.

Description of anti-corruption training provided

to directors and staff.

Social — Anti-corruption

Social — Anti-corruption

Social — Anti-corruption

Social — Anti-corruption; Table of Social
Performance Indicators

Aspect B8: Community Investment

General Disclosure

KPI B8.1

KPI B8.2

Policies on community engagement to
understand the needs of the communities
where the issuer operates and to ensure

its activities take into consideration the
communities’ interests.

Focus areas of contribution (e.g. education,
environmental concerns, labour needs, health,
culture, sport).

Resources contributed (e.g. money or time) to
the focus area.

Social — Community Investment

Social — Community Investment

Social - Community Investment
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors of the Company and the senior management of the Group are set out as follows:

EXECUTIVE DIRECTORS

Dr. Chan Lai Sin (8# %) (“Dr. Chan”), aged 57, is the founder of the Group. He is responsible for the overall strategic management
and development of the Group’s business operations. Dr. Chan was appointed to the Board and designated as an executive
Director and the Chairman of the Company on 6 May 2016.

Dr. Chan has over 24 years of experience in the interior design and furnishing industry. Prior to founding the Group, Dr. Chan
began working as a clerk in MTR Corporation Limited from August 1981 to October 1982 and later joined the Hong Kong Police
Force (formerly the Royal Hong Kong Police Force) as a policeman from June 1983 to November 1987. Dr. Chan joined Bellok
Company Limited (also known as Chung Ngai Furniture Factory (FFZ4EfAER)) as a sales representative in May 1988 and left in
July 1996 with his last position held as sales manager. He later founded the Group in August 1996.

Further, Dr. Chan obtained Registered Six Sigma Champion from Six Sigma Institute on October 2017. Dr. Chan was awarded
as one of “2012-2013 Top 10 Most Influential Interior Designers (Residential) (2012-2013FE + A AFZ R0 (%M
#8))” at “The 8th China International Architectural Decoration and Design Art Fair (588)\JE B BB R SE R 46 2R HBHEE)” in
China.

Dr. Chan was a member of the 12th Hebei Provincial Committee of the Chinese People’s Political Consultative Conference since
June 2018.

Dr. Chan obtained a doctor degree of management from The Hong Kong Polytechnic University in September 2018, and a
bachelor degree of general studies and a master degree of business administration from The Open University of Hong Kong in
June 2011 and November 2015 respectively. He is currently the chairman of Hong Kong Famous Designers Association.

Ms. Wan Pui Chi (Bff;2) (“Ms. Wan”), aged 39, was appointed as an executive Director on 20 September 2019. Ms. Wan
is responsible for the day-to-day management and operation of the Group and is mainly in charge of human resources of the
Group, namely the coordination and management of employees, maximising employee performance through the supervision of
internal business operations and dealing with employee performance issues, and recruiting and training interior design and fit-out
talent to support the development of the Group.

Ms. Wan has over 16 years of experience in administrative related matters. She joined the Group in October 2004 as
administrative officer and was later promoted to administrative manager and human resources manager in January 2009
and March 2017 respectively. She was primarily responsible for human resources management including but not limited to
recruitment, selection, interviewing process and execution of human resources polices.

Ms. Wan completed her secondary education from Delia Memorial School (Glee Path) in June 2003.
Ms. Wan is the spouse of Mr. Siu Ka Sing (B&3z 2£), the chief executive officer of the Company.
INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Lui Lai Chun (BE¥) (“Ms. Lui”), aged 39, was appointed as the independent non-executive Director on 24 March 2017.
She is the chairman of the audit committee of the Company (the “Audit Committee”) and the remuneration committee of the
Company (the “Remuneration Committee”) and a member of the nomination committee of the Company (the “Nomination
Committee”). Ms. Lui is responsible for providing independent judgment and advises on the issue of strategy, performance,
resources and standard of conduct of the Group and reviewing the financial information of the Group on a regular basis.

Ms. Lui has over 13 years of experience in auditing, accounting and company secretarial matters. She worked for Katon CPA
Limited as an audit assistant from October 2006 to February 2008. She was employed by HLB Hodgson Impey Cheng Limited
in March 2008 and worked until June 2011 with her last position held as senior accountant. She was a Company Secretary and
accounting manager of Real Gold Mining Limited (stock code: 246) from October 2011 to March 2020, which was delisted in
April 2020.
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Ms. Lui obtained a bachelor degree of commerce in accountancy and applied finance from Griffith University, Australia in
September 2005 and a master’s degree in corporate governance from The Hong Kong Polytechnic University in September
2019. She has been a member and a fellow member of Certified Public Accountants of Australia since February 2014 and
June 2022, respectively, and a member of The Hong Kong Institute of Certified Public Accountants since March 2015. Ms. Lui
has been a Chartered Secretary, a Chartered Governance Professional and an associate of both The Hong Kong Chartered
Governance Institute (formerly The Hong Kong Institute of Chartered Secretaries) and The Chartered Governance Institute
(formerly The Institute of Chartered Secretaries and Administrators) since November 2019.

Dr. Chung Siu Kuen ((24>#&) (“Dr. Chung”), aged 58, was appointed as the independent non-executive Director on 6 August
2021. He is a member of the Audit Committee, the Remuneration Committee and the Nomination Committee. Dr. Chung is
responsible for providing independent judgment and advises on the issue of strategy, performance, resources and standard of
conduct of the Group and reviewing the financial information of the Group on a regular basis.

Dr. Chung has over 36 years of experience in the banking industry, focusing on retail banking business, overseeing sales
& distribution channels, cross-border business development & collaboration, customer segments, retail banking & wealth
management products. Dr. Chung has been the founder and director of DR WMS Limited since March 2021. He has been the
chairman of PolyU DBA Alumni Association Limited since December 2021, and a director of Federation of The Hong Kong
Polytechnic University Alumni Associations Limited since January 2022, and Hong Kong Shue Yan University Alumni Association
Limited since 2021. He has been the Professor of Practice (Finance) in the School of Accounting and Finance of The Hong Kong
Polytechnic University since June 2021.

Dr. Chung was a visiting lecture (Part-time) in the School of Accounting and Finance of The Hong Kong Polytechnic University
from August 2020 to January 2021. He worked as an executive vice president and head of personal banking division of Chong
Hing Bank Limited from August 2018 to June 2020. He worked as an assistant general manager of Wing Lung Bank Limited
from April 2013 to August 2018. He worked in DBS Bank (Hong Kong) Limited from October 2008 to March 2013 with his last
position held as a managing director and treasures and distribution head. Prior to 2008, Mr. Chung worked in several companies
in the banking industry.

Dr. Chung obtained Doctor of Business Administration from The Hong Kong Polytechnic University in 2018, Master of Business
Administration from University of Birmingham in 2009, Bachelor of Laws from University of Wolverhampton in 2005, Bachelor of
Business Administration (Honours) from University of Lincolnshire and Humberside in 2000, Diploma in Legal Studies from The
University of Hong Kong in 1998 and Diploma in Business Administration from Hong Kong Shue Yan College in 1991.

Dr. Chu Kwan Siu Candace (5R#%) (“Dr. Chu”), aged 55, was appointed as the independent non-executive Director on 1
October 2021. She is the chairman of the Nomination Committee and a member of the Audit Committee and the Remuneration
Committee. Dr. Chu is responsible for providing independent judgment and advises on the issue of strategy, performance,
resources and standard of conduct of the Group and reviewing the financial information of the Group on a regular basis.

Dr. Chu has over 30 years of working experience. She has been a senior management services officer of the Efficiency Office in
the Government of the Hong Kong Special Administrative Region since February 1998. She worked as a personal data officer
(promotion) of the Office of the Privacy Commissioner for Personal Data from November 1996 to March 1998.

Dr. Chu obtained a Doctor of Business Administration from The Hong Kong Polytechnic University in 2015, a Postgraduate
Certificate in Public Policy and Management from University of York in United Kingdom in 2006, a Master of Business
Administration from University of Warwick in United Kingdom in 1992, a Diploma in Marketing from The Chartered Institute of
Marketing in 1992 and an Honours Diploma in Communication from Hong Kong Baptist College in 1989.

Dr. Chu has been an associate of The Chartered Institute of Marketing since 1994 and a member of Project Management
Institute since 2012.
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SENIOR MANAGEMENT

Mr. Siu Ka Sing (% £) (“Mr. Siu”), aged 41, was appointed as chief executive officer of the Company in 24 March 2017. Mr.
Siu initially joined the Group as an account officer in May 2004 and was promoted to administrative manager in January 2009.
Mr. Siu is responsible for overseeing general operations and devising business strategies.

Mr. Siu has over 17 years of experience in administrative related matters. Before joining the Group, Mr. Siu had worked in Great
Expect Development Limited as an accounting clerk from April 2002 to May 2004.

Mr. Siu obtained his business studies diploma from Hong Kong Young Women'’s Christian Association (Professional and Career
Youth Department) in July 1999 and a diploma in accounting studies from Hong Kong School of Commerce in June 2001. Mr.
Siu has been a Hong Kong accounting technician of The Hong Kong Institute of Accredited Accounting Technicians (formerly
known as The Hong Kong Association of Accounting Technicians) since December 2002.

Mr. Siu is the spouse of Ms. Wan, the executive Director.

Mr. Tang Fook Por (E81&%) (“Mr. Tang”), aged 58, was appointed as engineering manager of the Group in 24 March 2017.
Mr. Tang is primarily responsible for overseeing the engineering works of the projects. Mr. Tang joined the Group as a painting
worker in October 2002 and was later promoted to project manager in April 2010.

Mr. Tang has over 39 years of experience in overseeing engineering works. Prior to joining the Group, he had worked as project
manager in Hongyun Construction Engineering Company (BiZE&E2£ T#2) from 1981 to 1984 and Yaorong Construction

AL

2) as project manager in 1986 and later joined Dawei Decoration Engineering Limited (K& 46 TF2) as project manager in
2002.

Mr. Tang completed his secondary education from Guangdong Kaiping No. 8 High School in July 1980.

COMPANY SECRETARY

Ms. Ng Hoi Ying (R1EZ) (“Ms. Ng”), aged 35, was appointed as the company secretary of the Company on 1 March 2019.
She obtained a degree of Bachelor of Business Administration in Accountancy from The Hong Kong Polytechnic University in
2008. She is currently a member of the Hong Kong Institute of Certified Public Accountants.

Ms. Ng has over 13 years of experience in auditing, accounting and financial reporting. She worked as a senior auditor of
Deloitte Touche Tohmatsu. Subsequently Ms. Ng worked as senior accountant in Asia Maritime Pacific (Hong Kong) Limited, a
private company engaged in fleet operation of both owned and chartered-in Handy-size and mini-MPP vessels, which operate
internationally in China, West Africa, Australia, South America and intra-Asia. She was the finance manager of Ngai Shun
Construction & Driling Company Limited, which is a piling contractor for both private and public works in Hong Kong. Its holding
company (Boill Healthcare Holdings Limited, formerly known as Ngai Shun Holdings Limited) has been listed on the Main Board
of the Stock Exchange (stock code: 1246) in October 2013. Ms. Ng is currently a company secretarial manager at Blooming (HK)
Business Limited, a company primarily engaged in corporate advisory and company secretarial services.
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DIRECTORS’ REPORT

The Directors present their report and the audited consolidated financial statements of the Group for the year ended 31 March
2022.

PRINCIPAL ACTIVITIES

The Company is an investment holding company, and its subsidiaries are principally engaged in the provision of interior design
and fit-out services in Hong Kong. The Group offers a full suite of services including interior design provided by the Group’s in-
house design team, whom provides the Group’s customers with creative and innovative designs that synergise with the latest
market and design trends, to high quality fittings and furnishings and the implementation of the Group’s designs performed by
the subcontractors that the Group relies on to complete the projects. Details of the principal activities of the principal subsidiaries
of the Company are set out in Note 34 to the consolidated financial statements.

FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group for the past five financial years is set out on page 63 of the
annual report.

DIVIDEND POLICY

The Board adopted a dividend policy (the “Dividend Policy”) on 28 December 2018. According to the Dividend Policy, in
deciding whether to propose any dividend payout, the Board shall also take into account, inter alia: —

° the Group’s actual and expected financial performance;

° shareholders’ interests;

° retained earmnings and distributable reserves of the Company and each of the other members of the Group;
° the level of the Group’s debts to equity ratio, return on equity and financial covenants to which the Group is subject;
° possible effects on the Group’s creditworthiness;

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

° the Group’s expected working capital requirements and future expansion plans;

° liquidity position and future commitments at the time of declaration of dividend;

o taxation considerations;

° statutory and regulatory restrictions;

° general business conditions and strategies;

° general economic conditions, business cycle of the Group’s business and other internal or external factors that may have
an impact on the business or financial performance and position of the Company; and

° other factors that the Board deems appropriate.
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Pursuant to the Dividend Policy, the declaration and payment of dividends shall remain to be determined at the discretion of the
Board and subject to all applicable requirements (including without limitation restrictions on dividend declaration and payment)
under the Companies Ordinance (Chapter 622 of the Laws of Hong Kong) and the memorandum and articles of association of
the Company. Except for interim dividend, any dividends declared by the Company must be approved by an ordinary resolution
of shareholders at the general meeting and must not exceed the amount recommended by the Board. The Board may from time
to time pay to the shareholders such interim dividends as appear to the Directors to be justified by the profits of the Company
available for distribution.

The Company will continually review the Dividend Policy and reserves the right in its sole and absolute discretion to update,
amend and/or modify the Dividend Policy at any time, and this Dividend Policy shall in no way constitute a legally binding
commitment by the Company that dividends will be paid in any particular amount and/or in no way obligate the Company to
declare a dividend at any time or from time to time.

RESULTS AND DIVIDENDS

Results of the Group for the year ended 31 March 2022 are set out in the consolidated financial statements from pages 68 to 72
of this report. The Directors do not recommend the payment of final dividend for the year ended 31 March 2022.

CLOSURE OF THE REGISTER OF MEMBERS

The forthcoming annual general meeting is scheduled to be held on Wednesday, 24 August 2022 (the “AGM”). For determining
the entitlement to attend and vote at the AGM, the register of members of the Company will be closed from Friday, 19 August
2022 to Wednesday, 24 August 2022, both days inclusive, during which no transfer of shares of the Company will be registered.
In order to attend and vote at the AGM, all share transfer documents accompanied by the relevant share certificates must be
lodged with the share registrar of the Company in Hong Kong, Tricor Investor Services Limited at Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong, for registration not later than 4:30 p.m. on Thursday, 18 August 2022.

BUSINESS REVIEW

A review of the business of the Group during the year ended 31 March 2022 and a discussion of the Group’s future business
development and a description of principal risks and uncertainties facing the Company are set out in the sections headed
“Chairman’s Statement” and “Management Discussion and Analysis” of this annual report. An analysis of the Group’s
performance during the year ended 31 March 2022 using financial key performance indicators is set out in the Group’s five-year
Financial Summary on page 63 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during the year ended 31 March 2022 are set out in
Note 14A to the consolidated financial statements.

DONATION

Charitable donations made by the Group during the year ended 31 March 2022 amounted to approximately HK$853,000
(2021: approximately HK$73,000).

SHARE CAPITAL

Details of the movements in the share capital of the Company during the year ended 31 March 2022 are set out in Note 26 to
the consolidated financial statements.
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SHARE OPTION SCHEME

The Share Option Scheme was conditionally adopted pursuant to the written resolution of the then sole shareholder of the
Company passed on 24 March 2017.

The purpose of the Share Option Scheme is to enable the Company to grant options to selected participants as incentives or
rewards for their contribution to it. The Directors consider the Share Option Scheme, with its broadened basis of participation,
will enable the Group to reward the employees, the Directors and other selected participants for their contributions to the Group.
This will be in accordance with Chapter 23 of the GEM Listing Rules and other relevant rules and regulations.

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 a participant and shall be at least the higher 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 of the 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 (i) the nominal value of a share on the date of grant of the option.

The maximum number of shares issuable upon exercise of all options to be granted under the Share Option Scheme and any
other share option schemes of the Company as from the adoption date (excluding, for this purpose, the shares issuable upon
exercise of options which have been granted but which have lapsed in accordance with the terms of the Share Option Scheme
or any other share option schemes of the Company) must not in aggregate exceed 10% of all the shares in issue as at the
Listing Date. Therefore, it is expected that the Company may grant options in respect of up to 80,000,000 shares (or such
numbers of shares as shall result from a sub-division or a consolidation of such 80,000,000 shares from time to time) to the
participants under the Share Option Scheme.

The 10% limit as mentioned above may be refreshed at any time by obtaining approval of the shareholders in general meeting
provided that the total number of shares which may be issued upon exercise of all options to be granted under the Share Option
Scheme and any other share option schemes of the Company must not exceed 10% of the shares in issue as at the date of
approval of the refreshed limit. Options previously granted under the Share Option Scheme and any other share option schemes
of the Company (including those outstanding, cancelled or lapsed in accordance with the terms of the Share Option Scheme or
any other share option schemes of the Company) will not be counted for the purpose of calculating the refreshed 10% limit. A
circular must be sent to the shareholders containing the information as required under the GEM Listing Rules in this regard.

The Company may seek separate approval of the shareholders in general meeting for granting options beyond the 10% limit
provided the options in excess of the 10% limit are granted only to grantees specifically identified by the Company before such
approval is sought. In such event, the Company must send a circular to the shareholders containing a generic description
of such grantees, the number and terms of such options to be granted and the purpose of granting options to them with an
explanation as to how the terms of the options will serve such purpose, such other information required under the GEM Listing
Rules.

The aggregate number of the shares which may be issued upon exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other share option schemes of the Company must not exceed 30% of
the shares in issue from time to time. No options may be granted under the Share Option Scheme or any other share option
schemes of the Company if this will result in such 30% limit being exceeded.

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 or any other share option scheme of the Company, 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 associates abstaining from voting.
In such event, the Company must send a circular to the shareholders containing the identity of the grantee, the number and
terms of the options to be granted (and options previously granted to such grantee), and all other information required under the
GEM Listing Rules. The number and terms (including the subscription price) of the options to be granted must be fixed before
the approval of the shareholders and the date of the Board meeting proposing such further grant should be taken as the date of
grant for the purpose of calculating the subscription price.
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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 ten years from the date of grant subject to the provisions of early termination thereof.

The Share Option Scheme is valid and effective for a period of ten years from 24 March 2017, after which no further options will
be granted or offered.

Save as disclosed in Note 29 to the consolidated financial statements, for the year ended 31 March 2022, no share option was
granted, exercised, expired or lapsed and there is no outstanding share option under the Share Option Scheme.

PRE-EMPTIVE RIGHTS

There is no provision of pre-emptive rights under the Company’s memorandum and articles of association or the laws of the
Cayman Islands which obliges the Company to offer new shares on a pro rata basis to existing shareholders.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s listed securities during
the year ended 31 March 2022.

EQUITY-LINKED AGREEMENTS

Save as disclosed in this annual report, there was no equity-linked agreement entered into by the Company during the year
ended 31 March 2022.

PUBLIC FLOAT

Based on the information publicly available to the Company and to the best knowledge of the Directors, throughout the year
ended 31 March 2022 and as at the latest practicable date prior to the issue of this report, the Company maintained sufficient
public float of 25% in the issued share capital of the Company pursuant to the GEM Listing Rules.

RESERVES

Details of movements in the reserves of the Company and the Group during the year ended 31 March 2022 are set out in Note
33(a) to the consolidated financial statements and in the consolidated statement of changes in equity on page 71.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserve available for distribution to shareholders comprised contribution surplus and retained profit, if any. The
Company had no reserves available for distribution as at 31 March 2022.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 March 2022, revenue generated from the Group’s five largest customers accounted for approximately
14% of the total revenue for the year and revenue generated from the largest customer included therein amounted to
approximately 6%. Subcontracting charges and materials costs incurred from the Group’s five largest subcontractors and
suppliers accounted for approximately 59% of the total sub-contracting charges and material costs for the year and the
subcontracting charges and materials costs incurred from the largest subcontractor included therein amounted to approximately
24%.

None of the Directors of the Company, or any of their close associates or shareholders (which, to the best knowledge of the

Directors, own more than 5% of the Company’s issued share capital), had any beneficial interest in the Group’s five largest
customers, subcontractors or suppliers.
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DIRECTORS
The Directors of the Company during the year and up to the date of this report were:

Executive Directors
Dr. Chan Lai Sin (Chairman)
Ms. Wan Pui Chi

Independent Non-Executive Directors
Ms. Lui Lai Chun

Dr. Chung Siu Kuen

Dr. Chu Kwan Siu Candace

In accordance with the Company’s memorandum and articles of association, at each annual general meeting one-third of the
Directors for the time being shall retire from office by rotation provided that every Director shall be subject to retirement by
rotation at least once every three years. Such retiring Directors may, being eligible, offer themselves for re-election at the annual
general meeting. All Directors appointed by the Board to fill a casual vacancy shall hold office until the first general meeting of
Shareholders after their appointment and be subject to re-election at such meeting and all Directors appointed by the Board as
an addition to the existing Board shall hold office only until the next following annual general meeting and shall then be eligible for
re-election.

Accordingly, Ms. Wan, an executive Director, and Ms. Lui, Dr. Chung and Dr. Chu, the independent non-executive Directors,
shall retire at the forthcoming annual general meeting and, all being eligible, will offer themselves for re-election at the said
meeting.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the Directors of the Company and the senior management of the Group are set out on pages 41 to 43 of
this annual report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming annual general meeting has an unexpired service contract
with the Company and/or any of its subsidiaries, which is not determinable by the employing company within one year without
payment of compensation, other than statutory compensation.

CONTROLLING SHAREHOLDERS’ INTERESTS IN CONTRACTS

Neither the Company nor any of its subsidiaries had entered into any contract of significance with the Company’s controlling
shareholders or their subsidiaries, or any contract of significance for the provision of services to the Company or any of its
subsidiaries by the Company’s controlling shareholders or their subsidiaries, during the year ended 31 March 2022.

DIRECTORS’ RIGHT TO ACQUIRE SHARES AND DEBENTURES

Apart from as disclosed under the paragraph headed “Directors’ and chief executives’ interests and short positions in shares,
underlying shares and debentures” below, at no time during the year ended 31 March 2022 were rights to acquire benefits by
means of the acquisition of shares in the Company granted to any Director or their respective spouse or children under 18 years
of age, or were any such rights exercised by them; or was the Company, or the Company’s subsidiary or holding company or a
subsidiary of the Company’s holding company a party to any arrangement to enable the Directors to acquire such rights in any
other body corporate.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 March 2022, the interests or short positions of the Directors or chief executives of the Company in the shares,
underlying shares and debentures of the Company or any of its associated corporations (within the meaning of Part XV of
the Securities and Future Ordinance (the “SFO”) which are required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions in which they are taken or deemed to
have under such provisions), or which are required, pursuant to section 352 of the SFO, to be entered in the registered referred
to therein or which are required to be notified to the Company and the Stock Exchange pursuant to the Rules 5.46 to 5.68 of
the GEM Listing Rules, are as follows:

Long positions in the ordinary shares and underlying shares of the Company

Approximate

Number of percentage of
Name Capacity/Nature of interest underlying shares shareholding
Dr. Chan (Note) Interest of a controlled corporation 408,370,000 51.05%

Note: Dr. Chan legally and beneficially owns the entire issued share capital of Chun Wah Limited (“Chun Wah”). Therefore, Dr. Chan is deemed, or taken
to be, interested in all the shares held by Chun Wah for the purpose of the SFO. Dr. Chan is the sole director of Chun Wah.

Save as disclosed above, as at 31 March 2022, none of the Directors and chief executives of the Company had any interests or
short positions in any shares, underlying shares and debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which would have to be notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests or short positions which they were taken or deemed to have under such
provisions of the SFO), or which were recorded in the register required to be kept by the Company pursuant to Section 352 of
the SFO, or which were required, pursuant to Rules 5.46 to 5.68 of the GEM Listing Rules, to be notified to the Company and
the Stock Exchange.

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

So far as known to the Directors or chief executives of the Company, as at 31 March 2022, the following persons/entities (other
than the Directors and chief executives of the Company) had or were deemed to have an interest or a short position in the
shares or the underlying shares which would be required to be disclosed to the Company and the Stock Exchange under the
provisions of Division 2 and 3 of Part XV of the SFO, or which were recorded in the register of the Company required to be kept
under section 336 of the SFO, or who were directly or indirectly, to be interested in 5% or more of the nominal value of any class
of share capital carrying rights to vote in all circumstances at general meetings of the Company or any other member of the
Group:

Long positions in ordinary shares and underlying share of the Company

Approximate

Number of percentage of
Name Capacity/Nature of interest underlying shares shareholding
Chun Wah Beneficial owner 408,370,000 51.05%
Ms. Wong Ting Nuen (Note) Interest of spouse 408,370,000 51.05%
Ms. Cai Hui Ting Beneficial owner 84,230,000 10.53%
Mr. Sun Xincai Beneficial owner 44,000,000 5.50%

Note: Ms. Wong Ting Nuen (“Ms. Wong”) is the spouse of Dr. Chan. Ms. Wong is deemed, or taken to be, interested in the same number of shares in
which Dr. Chan is interested for the purpose of the SFO.
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Save as disclosed above, as at 31 March 2022, there was no person or corporation, other than the Directors and chief
executives of the Company whose interests are set out in the paragraph headed “Directors’ and chief executives’ interests
and short positions in shares, underlying shares and debentures” above, had any interest or a short position in the shares or
underlying shares of the Company which would be required to be disclosed to the Company and the Stock Exchange under the
provisions of Division 2 and 3 of Part XV of the SFO, or which were recorded in the register required to be kept by the Company
under Section 336 of the SFO, or who were directly or indirectly, to be interested in 5% or more of the nominal value of any
class of share capital carrying rights to rate in all circumstances at general meeting of the Company or any other member of the
Group.

PERMITTED INDEMNITY PROVISION

Every Director shall be entitled to be indemnified out of the assets of the Company against all losses or liabilities incurred or
sustained by him as a Director of the Company in defending any proceedings, whether civil or criminal, in which judgment is
given in his favour, or in which he is acquitted.

COMPETITION AND CONFLICT OF INTERESTS

None of the Directors or substantial shareholders of the Company or any of their respective associates (as defined in the GEM
Listing Rules), engaged in any businesses that compete or may compete with the business of the Group or has any other
conflicts of interests with the Group for the year ended 31 March 2022.

Non-Competition Undertaking

In order to avoid any possible future competition between the Group and the controlling shareholders, namely Dr. Chan and
Chun Wah (each a “Covenantor” and collectively the “Covenantors”) have entered into the deed of non-competition (the
“Deed of Non-competition”) with the Company (for itself and for the benefit of each other member of the Group) on 24 March
2017. Pursuant to the Deed of Non-competition, each of the Covenantors has irrevocably and unconditionally undertaken to the
Company (for itself and as trustee for its subsidiaries) that, during the period that the Deed of Non-competition remains effective,
he/it shall not, and shall procure that his/its associates (other than any member of the Group) not to develop, acquire, invest in,
participate in, carry on or be engaged, concerned or interested or otherwise be involved, whether directly or indirectly, in any
business in competition with or likely to be in competition with the existing business activity of any member of the Group.

Each of the Covenantors further undertakes that if any of he/it or his/its close associates other than any member of the Group
is offered or becomes aware of any business opportunity which may compete with the business of the Group, he/it shall (and
he/it shall procure his/her/its associates to) notify the Group in writing and the Group shall have a right of first refusal to take
up such business opportunity. The Group shall, within 6 months after receipt of the written notice (or such longer period if the
Group is required to complete any approval procedures as set out under the GEM Listing Rules from time to time), notify the
Covenantor(s) whether the Group will exercise the right of first refusal or not.

The Group shall only exercise the right of first refusal upon the approval of all the independent non-executive Directors (who do
not have any interest in such opportunity). The relevant Covenantor(s) and the other conflicting Directors (if any) shall abstain
from participating in and voting at and shall not be counted as quorum at all meetings of the Board where there is a conflict
of interest or potential conflict of interest including but not limited to the relevant meeting of the independent non-executive
Directors for considering whether or not to exercise the right of first refusal.

During the year ended 31 March 2022, the Company had not received any information in writing from any of the controlling
shareholders namely, Dr. Chan and Chun Wah (the “Controlling Shareholders”) in respect of any new business opportunity
which competed or might compete with the existing and future business of the Group which were offered to or came to be
the knowledge of the Controlling Shareholders or their associates (other than any member of the Group), and the Company
has received an annual written confirmation from each Controlling Shareholder of the Company in respect of him/it and his/its
associates in compliance with the Deed of Non-competition. The independent non-executive Directors have also reviewed and
were satisfied that each of the Controlling Shareholders of the Company had complied with the Deed of Non-competition.
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EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors of the Company and the five highest paid individuals of the Group are set out in Note
10 to the consolidated financial statements.

The remuneration of the senior management of the Group for the year ended 31 March 2022 falls within the following band:

Number of Senior
Remuneration Band Management

Up to HK$ 1,000,000 2
HK$1,000,001 to up to HK$2,000,000 _
Above HK$2,000,000 _

EMOLUMENT POLICY

The Company’s policy concerning the remuneration of the Directors is that the amount of remuneration is determined by
reference to the relevant Director’s experience, responsibilities, workload, performance and the time devoted to the Group.

The Remuneration Committee will meet at least once each year to discuss remuneration related matters (including the
remuneration of Directors and senior management) and review the remuneration policy of the Group. The principal duties of the
Remuneration Committee are, amongst other things, to make recommendations to the Board on the terms of remuneration
packages, bonuses and other compensation payable to the Directors and senior management and on the Group’s policy and
structure for all remuneration of the Directors and senior management.

RETIREMENT BENEFITS PLANS

Particulars of retirement benefits plans of the Group as at 31 March 2022 are set out in Notes 3 and 30 to the consolidated
financial statements.

DIRECTORS’ INTEREST IN SIGNIFICANT CONTRACTS

Save as the related party transactions disclosed in Notes 19 and 32 to the consolidated financial statements, no Director had a
material interest, either directly or indirectly, in any contract of significance to the business of the Group to which the Company
or any of its subsidiaries was a party during the year.

MANAGEMENT CONTRACTS

Save for the service agreements the Company entered into with each of the Directors, the Company did not enter into or have
any management and administration contracts in respect of the whole or any principal business of the Company.

RELATED PARTY TRANSACTIONS AND CONNECTED TRANSACTIONS

The related party transactions of the Group as set out in Note 32 to the consolidated financial statements constituted fully
exempted connected transactions under Chapter 20 of the GEM Listing Rules. Save as disclosed in this report, there was no
other transaction which would need to be disclosed as connected transactions in compliance with the disclosure requirements
in Chapter 20 of the GEM Listing Rules.
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Board considers good corporate governance as a key element in managing the business and affairs of the Group. The
management of the Group periodically reviews and proposes amendments to its corporate governance practices for compliance
with the Corporate Governance Code (the “CG Code”) as set out in Appendix 15 of the GEM Listing Rules. In the opinion of the
Board, the Company has complied with the CG Code. Details of the Group’s corporate governance practices adopted by the
Board are set out in the Corporate Governance Report on pages 53 to 62 of this annual report.

INTERESTS OF THE COMPLIANCE ADVISER

As confirmed by the Group’s compliance adviser, Frontpage Capital Limited (the “Compliance Adviser”), save as the
compliance adviser agreement entered into between the Company and the Compliance Adviser, none of the Compliance
Adviser or its directors, employees or associates (as defined under the GEM Listing Rules) had any interest in the Group or in the
share capital of any member of the Group which is required to be notified to the Company pursuant to Rule 6A.32 of the GEM
Listing Rules.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of the independent non-executive Directors an annual written confirmation of his/her
independence pursuant to Rule 5.09 of the GEM Listing Rules and the Company considers all the independent non-executive
Directors to be independent.

INDEPENDENT AUDITORS

Asian Alliance (HK) CPA Limited was appointed as the auditors of the Company on 7 April 2022 to fill the casual vacancy
following the resignation of HLB Hodgson Impey Cheng Limited on 7 April 2022. Details of the change of auditors were set out
in the announcement of the Company dated 7 April 2022.

The consolidated financial statements of the Company for the year ended 31 March 2022 were audited by Asian Alliance (HK)
CPA Limited. A resolution will be proposed at the forthcoming annual general meeting of the Company to re-appoint Asian
Alliance (HK) CPA Limited as the auditors of the Company. Save as disclosed above, the Company has not changed its external
auditors in any of the preceding three years.

On behalf of the Board
Chan Lai Sin
Chairman and Executive Director

Hong Kong
22 June 2022
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CORPORATE GOVERNANCE PRACTICES

We are committed to achieving and maintaining high standards of corporate governance, as the Board believes that good and
effective corporate governance practices are key to obtaining and maintaining the trust of the shareholders of the Company and
other stakeholders, and are essential for encouraging accountability and transparency so as to sustain the success of the Group
and to promote the interests of its shareholders of the Company.

Accordingly, the Company has adopted sound corporate governance principles that emphasise a quality Board, effective internal
control, stringent disclosure practices, transparency and accountability to all stakeholders.

The Company has applied the principles and code provisions (“Code Provisions”) in the CG Code set out in Appendix 15 to
the GEM Listing Rules. In the opinion of the Board, the Company has fully complied with the CG Code throughout the year.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company adopted the required standard of dealings set out in rules 5.48 to 5.68 of the GEM Listing Rules as the code of
conduct regarding Directors’ securities transactions in securities of the Company (the “Code of Conduct”). Based on specific
enquiry with the Directors, all Directors confirmed that they had fully complied with the required standard of dealings and there
was no event of non-compliance throughout the year.

DIRECTORS’ RESPONSIBILITIES

The Board takes the responsibility to oversee all major matters of the Company, including but not limited to formulating
and approving the overall strategies and business performance of the Company, monitoring the financial performance and
internal control as well as overseeing the risk management system of the Company and monitoring the performance of senior
executives. The Board is also responsible for performing the corporate governance duties including the development and
reviewing the Company’s policies and practices on corporate governance.

Liability insurance for Directors and senior management officers of the Company was maintained by the Company with coverage
for any legal liabilities which may arise in the course of performing their duties.

DELEGATION BY THE BOARD

Daily operation and managing of the business of the Group, inter alia, the implementation of strategies are delegated to the
executive Directors along with other senior executives. They report periodically to the Board their work and business decisions.

Board Composition
The composition of the Board as at the date of this report is set out as follows:
Executive Directors

Dr. Chan Lai Sin (Chairman)
Ms. Wan Pui Chi

Independent non-executive Directors

Ms. Lui Lai Chun
Dr. Chung Siu Kuen
Dr. Chu Kwan Siu Candace

Biographical details of the Directors are set out in “Biographical Details of the Directors and Senior Management” on pages 41 to
43 of this annual report.
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The proportion of which is higher than what is required by Rule 5.05A, 5.05 (1) and (2) of the GEM Listing Rules whereby
independent non-executive Directors of a listed issuer represent at least one-third of the board. The three independent non-
executive Directors represent more than one-third of the Board and at least one of whom has appropriate professional
qualifications, or accounting or related financial management expertise. With the various experience of both the executive
Directors and the independent non-executive Directors and the nature of the Group’s business, the Board considered that the
Directors have a balance of skills and experience for the business of the Group.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The independent non-executive Directors play a significant role in the Board as they bring an impartial view on the Company’s
strategies, performance and control, as well as ensure that the interests of all shareholders are taken into account. All
independent non-executive Directors possess appropriate academic, professional qualifications or related financial management
experience. None of the independent non-executive Directors held any other offices in the Company or any of its subsidiaries or is
interested in any shares of the Company. The Company has received from each independent non-executive Director an annual
confirmation of his/her independence, and the Company considers such Directors to be independent in accordance with the
criteria set out in rule 5.09 of the GEM Listing Rules.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

Dr. Chan, the executive Director, has entered into a service contract with the Company on 6 May 2016 and the service contact
has been renewed on 1 April 2020. Ms. Wan, the executive Director, has entered into a service contract with the Company
on 20 September 2019. The Company has signed a letter of appointment with Ms. Lui, the independent non-executive
Directors, on 24 March 2017 and the letter of appointment has been renewed on 1 April 2020. The Company signed letters of
appointment with each of Dr. Chung and Dr. Chu, the independent non-executive Directors, on 6 August 2021 and 1 October
2021, respectively.

The service contracts with the executive Directors and the letters of appointment with each of the independent non-executive
Directors are for an initial fixed term of three years. The service contracts and letters of appointment are subject to termination
in accordance with their respective terms. The service contracts may be renewed in accordance with the memorandum and
articles of association of the Company and the applicable GEM Listing Rules.

According to the article 108 of the Company’s memorandum and articles of association, one-third of the Directors for the time
being shall retire from office by rotation at every annual general meeting of the Company, provided that every Director shall
retire from office by rotation and are subject to re-election at annual general meeting at least once every three years. Articles
111 and 112 of the Company’s memorandum and articles of association provides that any Directors who are appointed to fill
casual vacancies shall hold office only until the first general meeting after their appointment, and are subject to re-election by
shareholders of the Company.

Accordingly, Ms. Wan, an executive Director, and Ms. Lui, Dr. Chung and Dr. Chu, the independent non-executive Directors,
shall retire at the forthcoming annual general meeting to be held on Wednesday, 24 August 2022.

At the forthcoming annual general meeting of the Company, ordinary resolution will be put forward to the shareholders of the
Company in relation to the proposed re-election of Ms. Wan as an executive Director and Ms. Lui, Dr. Chung and Dr. Chu as the
independent non-executive Directors.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of chairman and chief executive officer are separate and not performed by the same individual to avoid power being
concentrated in any one individual. Dr. Chan was the chairman of the Board throughout the year. Mr. Siu is the chief executive
officer of the Company.
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TERM OF OFFICE OF NON-EXECUTIVE DIRECTORS

Each of the non-executive Directors has entered into a service contract with the Company for a term of three years, which may
be terminated by not less than three months’ notice served by either party on the other, and is subject to termination provisions
therein and provisions on retirement by rotation of Directors as set out in the memorandum and the articles of association of the
Company.

DIRECTORS’ TRAINING AND PROFESSIONAL DEVELOPMENT

The Group acknowledges the importance of adequate and ample continuing professional development for the Directors for a
sound and effective internal control system and corporate governance. In this regard, the Group has always encouraged the
Directors to attend relevant training courses to receive the latest news and knowledge regarding corporate governance.

During the year ended 31 March 2022, the Company has provided and all Directors have attended at least one training course
on the updates of the GEM Listing Rules concerning good corporate governance practices. The Company will, if necessary,
provide timely and regular trainings to the Directors to ensure that they keep abreast with the current requirements under the
GEM Listing Rules.

BOARD COMMITTEES

The Board has established three Board committees, namely, the Remuneration Committee, the Nomination Committee and
the Audit Committee, for overseeing particular aspects of the Company’s affairs. All Board committees have been established
with defined written terms of reference, which are posted on the Stock Exchange’s website at www.hkexnews.hk and the
Company’s website at www.dic.hk. All the Board committees should report to the Board on their decisions or recommendations
made.

The practices, procedures and arrangements in conducting meetings of Board committees follow in line with, so far as
practicable, those of the Board meetings set out above.

All Board committees are provided with sufficient resources to perform their duties and, upon reasonable request, are able to
seek independent professional advice in appropriate circumstance, at the Company’s expense.

The Board is responsible for performing the corporate governance duties set out in the CG Code which included developing and
reviewing the Company’s policies and practices on corporate governance, training and continuous professional development of
Directors, and reviewing the Company’s compliance with the code provision in the CG Code and disclosures in this report.

REMUNERATION COMMITTEE

The Remuneration Committee was established on 24 March 2017. The chairman of the Remuneration Committee is Ms. Lui, an
independent non-executive Director, and other members includes Dr. Chan, the chairman and an executive Director, Dr. Chung,
and Dr. Chu, the independent non-executive Directors. The written terms of reference of the Remuneration Committee are
posted on the Stock Exchange’s website and the Company’s website.

The Remuneration Committee has been charged with the responsibility of making recommendations to the Board on the
appropriated policy and structures for all aspects of Directors’ and senior management’s remuneration. The Remuneration
Committee considers factors such as salaries paid by comparable companies, time commitment and responsibilities of
the Directors, employment conditions elsewhere in the Group and desirability of performance-based remuneration. The
Remuneration Committee held two meetings to review the remuneration packages and emoluments of Directors and senior
management and considered that they are fair and reasonable during the year ended 31 March 2022; and to review the
remuneration packages and emoluments of the newly appointed Directors during the year ended 31 March 2022. No Director or
any of his or her associates is involved in deciding his or her own remuneration.
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NOMINATION COMMITTEE

The Nomination Committee was established on 24 March 2017. The chairman of the Nomination Committee is Dr. Chu, an
independent non-executive Director, and other members included Dr. Chan, the chairman and an executive Director, Dr. Chung
and Ms. Lui, the independent non-executive Directors. The written terms of reference of the Nomination Committee are posted
on the Stock Exchange’s website and on the Company’s website.

The primary duties of the Nomination Committee are to review and assess the composition of the Board and the independence
of the independent non-executive Directors and makes recommendations to the Board on appointment of new Directors of the
Company. In recommending candidates for appointment to the Board, the Nomination Committee considers candidates on
merit against objective criteria and with due regards to the benefits of diversity on the Board.

In designing the Board’s composition, Board diversity has been considered from a number of perspectives, including but
not limited to gender, age, cultural and educational background, industry experience, technical and professional skills and/
or qualifications, knowledge, length of services and time to be devoted as a Director. The Company will also take into account
factors relating to its own business model and specific needs from time to time. The ultimate decision is based on merit and
contribution that the selected candidates will bring to the Board.

During the year ended 31 March 2022, the Nomination Committee held one meeting to review and recommend the re-election

of the Directors; and to review and recommend the appointment of Dr. Chung and Dr. Chu as the independent non-executive
Directors.

NOMINATION POLICY

The Board adopted a nomination policy (the “Nomination Policy”) on 28 December 2018. A summary of the Nomination Policy,
together with the measurable objectives set for implementing the Nomination Policy, and the progress made towards achieving
those objectives are disclosed as below.

Summary of the Nomination Policy

The Nomination Policy aims to set out the approach to guide the Nomination Committee in relation to the selection, appointment
and re-appointment of the Directors of the Company. This also ensure that the Board has a balance of skills, experience,
knowledge and diversity of perspectives appropriate to the requirements of the Company’s business.

Measurable Objectives

The Nomination Committee will evaluate, select and recommend candidate(s) for directorships to the Board by giving due
consideration to criteria including but not limited to (collectively, the “Criteria”):

(@  Diversity in aspects including but not limited to gender, age, experience, cultural and educational background, expertise,
skills and know-how;

(b)  Sufficient time to effectively carry out their duties; their services on other listed and non-listed companies should be limited
to reasonable numbers;

(c) Qualifications, including accomplishment and experience in the relevant industries the Company’s business is involved in;
(d)  Independence;

(e)  Reputation for integrity;

) Potential contributions that the individual(s) can bring to the Board; and

(@ Commitment to enhance and maximize shareholders’ value.
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Re-election of Director at General Meeting

The Nomination Committee will evaluate and recommend retiring Director(s) to the Board for re-appointment by giving due
consideration to the Criteria including but not limited to:

(@  the overall contribution and service to the Company of the retiring Director including his attendance of Board meetings
and, where applicable, general meetings, and the level of participation and performance on the Board; and

(b)  whether the retiring Director(s) continue(s) to satisfy the Criteria.

The Nomination Committee and/or the Board shall then make recommendation to shareholders in respect of the proposed re-
election of Director at the general meeting.

Nomination Process

The Nomination Committee will recommend to the Board for the appointment of a Director in accordance with the following
procedures and process:

(@  The Nomination Committee will, giving due consideration to the current composition and size of the Board, develop a list
of desirable skills, perspectives and experience at the outset to focus the search effort;

(b)  The Nomination Committee may consult any source it deems appropriate in identifying or selecting suitable candidates,
such as referrals from existing Directors, advertising, recommendations from an independent agency firm and proposals
from shareholders of the Company with due consideration given to the Criteria;

(c)  The Nomination Committee may adopt any process it deems appropriate in evaluating the suitability of the candidates,
such as interviews, background checks, presentations and third-party reference checks;

(d)  Upon considering a candidate suitable for the directorship, the Nomination Committee will hold a meeting and/or by way
of written resolutions to, if thought fit, approve the recommendation to the Board for appointment;

(e)  The Nomination Committee will thereafter make the recommendation to the Board in relation to the proposed appointment
and the proposed remuneration package; and

) The Board will have the final authority on determining the selection of nominees and all appointment of Directors will
be confirmed by the filing of the consent to act as Director of the relevant Director (or any other similar filings requiring
the relevant Director to acknowledge or accept the appointment as Director, as the case may be) to be filed with the
Companies Registry of Hong Kong.

Monitoring and Reporting

The Nomination Committee will assess and report annually, in the corporate governance report, on the composition of the
Board, and launch a formal process to monitor the implementation of the Nomination Policy as appropriate.

Review of Nomination Policy
The Nomination Committee will launch a formal process to review this Nomination Policy periodically to ensure that it is
transparent and fair, remains relevant to the Company’s needs and reflects the current regulatory requirements and good

corporate governance practice. 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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Disclosure of Nomination Policy

A summary of the Nomination Policy including the nomination procedures and the process and Criteria adopted by the
Nomination Committee to select and recommend candidates for directorship during the year will be disclosed in the annual
corporate governance report. In the circular to shareholders for proposing a candidate as an independent non-executive
Director, it should also set out:

° the process used for identifying the candidate and why the Board believes the candidate should be elected and the reason
why it considers the candidate to be independent;

° if the proposed independent non-executive Director will be holding their seventh (or more) listed company directorship, the
reason the board believes the candidate would still be able to devote sufficient time to the Board;

° the perspectives, skills and experience that the candidate can bring to the Board; and

how the candidate can contribute to the diversity of the Board.

AUDIT COMMITTEE

The Audit Committee was established on 24 March 2017. The chairman of the Audit Committee is Ms. Lui, an independent non-
executive Director, and other members included Dr. Chung and Dr. Chu, the independent non-executive Directors. The written
terms of reference of the Audit Committee are posted on the Stock Exchange’s website and on the Company’s website.

The Company has complied with Rule 5.28 of the GEM Listing Rules in that at least one of the members of the Audit Committee
(which must comprise a minimum of three members and must be chaired by an independent non-executive Director) is an
independent non-executive Director who possesses appropriate professional qualifications or accounting related financial
management expertise.

The primary duties of the Audit Committee are mainly to review the financial information and reporting process, internal control
procedures and risk management system, audit plan and relationship with external auditors and arrangements to enable
employees of the Company to raise, in confidence, concerns about possible improprieties in financial reporting, internal control
or other matters of the Company.

During the year ended 31 March 2022, the Audit Committee, held four meetings to review and comment on the Company’s
2021 annual results, 2021 interim results and quarterly results as well as the Company’s internal control procedures and risk
management system.

The Group’s consolidated financial statements for the year ended 31 March 2022 have been reviewed by the Audit Committee.

The Audit Committee is of the opinion that the consolidated financial statements of the Group for the year ended 31 March 2022
comply with applicable accounting standards, the GEM Listing Rules and that adequate disclosures have been made.
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ATTENDANCE RECORDS OF MEETINGS

The Board meet regularly for considering, reviewing and/or approving matters relating to, among others, the financial and
operating performance, as well as, the overall strategies and policies of the Company. Additional meetings are held when
significant events or important issues are required to be discussed and resolved. During the year, the Chairman held a meeting
with the independent non-executive Directors without the presence of other executive Directors.

Details of all Directors’ attendance at the Board meeting, Board committees’ meeting held during the year are as follows:

2021
Audit Remuneration Nomination Annual
Board Committee Committee Committee General
Meeting Meeting Meeting Meeting Meeting
Number of Meetings Attended/Held
Executive Directors
Dr. Chan Lai Sin 4/4 2/2 11 1/1
Ms. Wan Pui Chi 4/4 1/1
Independent non-executive Directors
Ms. Lui Lai Chun 4/4 4/4 2/2 1/1 11
Dr. Chung Siu Kuen
(appointed on 6 August 2021) 3/3 3/3 1/1
Dr. Chu Kwan Siu Candace
(appointed on 1 October 2021) 1/2 1/2 0/1
Mr. Kwan Ngai Kit
(resigned on 6 August 2021) 11 11 1/1 11 1/1
Mr. Wu Loong Cheong Paul
(resigned on 1 October 2021) 2/2 2/2 1/1 11 1/1
COMPANY SECRETARY

The company secretary of the Company (the “Company Secretary”) assists the Board by ensuring the Board policy and
procedures are followed. The Company Secretary is also responsible for advising that Board on corporate governance matters.

The Company engages an external service provider, which assigned Ms. Ng as the Company Secretary. Ms. Ng possesses
the necessary qualification and experience, and is capable of performing the functions of the company secretary. Dr. Chan, an
executive Director, is the primary contact person who Ms. Ng contacts.

During the year ended 31 March 2022, Ms. Ng confirmed that she had taken no less than 15 hours of relevant professional
training in accordance with Rule 5.15 of the GEM Listing Rules. The biographies of Ms. Ng is set out in the section headed
“Biographical Details of the Directors and Senior Management” of this report.

BOARD DIVERSITY POLICY

The Board adopted a board diversity policy (the “Board Diversity Policy”) on 28 December 2018. The Company embraced
the benefits of having a diverse Board, as such, the Board Diversity Policy aimed to set out the approach to maintain diversity
of the Board. A summary of the Board Diversity Policy, together with the measurable objectives set for implementing the Board
Diversity Policy, and the progress made towards achieving those objectives are disclosed as below.
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Summary of the Board Diversity Policy

When determining the composition of the Board, the Company will consider board diversity in terms of, among other things,
gender, age, experience, cultural and educational background, expertise, skills and know-how. 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.

Measurable Objectives

Selection of candidates for Board membership will be based on a range of diversity perspectives, including but not limited to
gender, age, experience, cultural and educational background, expertise, skills and know-how.

Monitoring and Reporting

The Nomination Committee will disclose the composition of the Board annually in the corporate governance report and
monitor the implementation of the Board Diversity Policy. The Nomination Committee will review the Board Diversity Policy, as
appropriate, to ensure the effectiveness of the Board Diversity Policy. The Nomination Committee will discuss any revisions that
may be required, and recommend any such revisions to the Board for consideration and approval.

INDEPENDENT AUDITORS’ REMUNERATION

On 7 April 2022, the Company has engaged Asian Alliance (HK) CPA Limited as its external auditors for the year ended 31
March 2022 until the conclusion of the forthcoming annual general meeting (2021: HLB Hodgson Impey Cheng Limited). There
was no disagreement between the Board and the Audit Committee on the selection, appointment, resignation or dismissal of the
external auditors. During the year ended 31 March 2022, the fee paid/payable to Asian Alliance (HK) CPA Limited in respect of
its services relating to the audit of the consolidated financial statements of the Company and its subsidiaries for the year ended
31 March 2022 was approximately HK$550,000 (2021: HK$480,000). Asian Alliance (HK) CPA Limited did not perform any non-
audit services during the year ended 31 March 2022.

SHAREHOLDERS’ RIGHT

As one of the measures to safeguard the shareholders’ interest and rights is to separate resolutions are proposed at
shareholders’ meetings on each substantial issue, including the election of individual directors, for shareholders’ consideration
and voting. All resolutions put forward at shareholders’ meeting will be voted by poll pursuant to the GEM Listing Rules and the
poll voting results will be posted on the Stock Exchange’s website and the Company’s website after the relevant shareholders’
meeting.

Extraordinary general meeting may be convened by the Board on requisition of shareholders holding not less than one-tenth of
the paid up capital of the Company or by such shareholders who made the requisition (the “Requisitionists”) (as the case may
be) pursuant to article 64 of the memorandum and articles of association of the Company. Such requisition must state the object
of business to be transacted at the meeting and must be signed by the Requisitionists and deposited at the registered office of
the Company or the Company’s principal place of business in Hong Kong. Shareholders should follow the requirements and
procedures as set out in such article for convening an extraordinary general meeting. Shareholders may put forward proposals
with general meeting of the Company by sending the same to the Company at the principal office of the Company in Hong
Kong.

For putting forward any enquiries to the Board, shareholders may send written enquiries to the Company. Shareholders may
send their enquiries or requests in respect of their rights to the Company’s principal place of business in Hong Kong.
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INTERNAL CONTROLS AND RISK ASSESSMENT

The Directors acknowledge that they have overall responsibility for overseeing the Company’s internal control, financial control
and risk management system and shall monitor its effectiveness on an ongoing basis. A review of the effectiveness of the risk
management and internal control systems has been conducted by the Board at least annually.

Aiming to provide reasonable assurance against material errors, losses or fraud, the Company has established a set of risk
management procedures which comprised the following steps:

o Identify risks: Identify major and significant risks that could affect the achievement of goals of the Group;

° Risk assessment: Assess and evaluate the identified risk according to its likely impact and the likelihood of occurrence;
and

° Risk mitigation: Develop effective control activities to mitigate the risks.

Risk identification and assessment is performed or updated annually, and the results of risk assessment, evaluation and
mitigation of each functions or operation are documented in the Risk Registry to communicate to the Board and management
for reviews.

The Group’s risk management and internal control systems are, however, designed to manage rather than eliminate the
risk of failure to achieve business objectives, and can only provide reasonable and not absolute assurance against material
misstatement or loss.

A review on the internal control systems of the Company, including financial, operational and compliance controls and risk
management functions has been carried out by an independent consultancy company with staff in possession of relevant
expertise to conduct an independent review.

The Audit Committee reviewed the internal control review report issued by the independent consultancy company and the
Company’s risk management and internal control systems in respect of the year ended 31 March 2022 and considered that they
are effective and adequate. The Board assessed the effectiveness of internal control systems by considering the internal control
review report and reviews performed by the Audit Committee and concurred the same.

The Group has yet to establish its internal audit function during the year ended 31 March 2022 as required under Code
Provision D.2.5. The Audit Committee and Board, has considered the internal control review report prepared by an independent
consultancy company and communications with the Company’s external auditors in respect of any material control deficiencies
identified during the course of the consolidated financial statement audit to form the basis to review the adequacy and
effectiveness of the Group’s risk management and internal control systems. The Audit Committee and the Board will continue to
review the need for an internal audit function on an annual basis.

There is currently no internal audit function within the Group. The Directors have reviewed the need for an internal audit function
and are of the view that in light of the size, nature and complexity of the business of the Group, it would be more cost effective
to appoint external independent professionals to perform internal audit function for the Group in order to meet its needs.
Nevertheless, the Directors will continue to review at least annually the need for an internal audit function.

DISCLOSURE OF INSIDE INFORMATION

The Group has in place a policy on disclosure of inside information which sets out the procedures and internal controls for
handling and dissemination of inside information.

The policy provides guidelines to the Directors, officers and all relevant employees of the Group to ensure proper safeguards

exist to prevent the Company from breaching the statutory disclosure requirements. It also includes appropriate internal control
and reporting systems to identify and assess potential inside information.
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Key procedures in place include:

° Define the requirements of periodic financial and operational reporting to the Board and the Company Secretary to enable
them to assess inside information and make timely disclosures, if necessary;

° Controls the access to inside information by employees on a need-to-know basis, and safeguarding the confidentiality of
the inside information before it is properly disclosed to public; and

° Procedures of communicating with the Group’s stakeholders, including shareholders, investors, analysts, etc. in ways
which are in compliance with the GEM Listing Rules.

The Group has also established and implemented procedures to handle enquiries from external parties related to the market
rumours and other Group’s affairs.

To avoid uneven dissemination of inside information, the dissemination of inside information of the Company shall be conducted

by publishing the relevant information on the Hong Kong Exchanges and Clearing Limited’s website and the Company’s
website.

COMMUNICATION WITH SHAREHOLDERS AND INVESTOR RELATIONS

The Company has adopted shareholders communication policy with objective of ensuring that the shareholders and potential
investors are provided with ready, equal and timely access to balanced and understandable information about the Company.

The Company has established several channels to communicate with the shareholders as follows:

(i) corporate communications such as annual reports, quarterly reports, interim reports and circulars are issued printed form
and are available on the Stock Exchange’s website at www.hkexnews.hk and the Company’s website at www.dic.hk;

(i) periodic announcements are made through the Stock Exchange and published on the respective websites of the Stock
Exchange and the Company;

(i)  corporate information is made available on the Company’s website;

(iv)  annual and extraordinary general meetings provide a forum for the shareholders to make comments and exchange views
with the Directors and senior management; and

(v)  the Hong Kong share registrar of the Company serves the shareholders in respect of share registration, dividend payment
and related matters.

The Company keeps on promoting investor relations and enhancing communication with the existing shareholders and potential
investors. It welcomes suggestions from investors, stakeholders and the public. Enquires to the Board or the Company may be

sent by post to the Company’s principal place of business in Hong Kong.

During the year, there was no change in the Company’s memorandum and articles of association.
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SUMMARY OF FINANCIAL INFORMATION

2022

For the year ended 31 March

2021 2020 2019 2018

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Revenue 138,327 140,615 108,659 133,177 121,840

Gross Profit 30,205 29,442 27,968 33,3083 31,987

(Loss)/profit before income tax (3,550) (1,002) (8,765) (2,992) 488

(Loss)/profit for the year (3,613) (1,336) (3,821) (2,865) 315

Other comprehensive expense for the year (3) 2) - - -
Total comprehensive (expense)/income for

the year (3,616) (1,338) (3,821) (2,865) 315

As at 31 March

2022 2021 2020 2019 2018

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Total assets 74,860 75,652 65,796 77,884 72,918

Total liabilities 36,258 32,784 21,590 29,857 21,987

Total equity and liabilities 74,860 75,652 65,796 77,884 72,918
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INDEPENDENT AUDITORS’ REPORT

/ ZR(EE)EHMEBARERAR

Asian Alliance (HK) CPA Limited

TO THE SHAREHOLDERS OF LAl GROUP HOLDING COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Lai Group Holding Company Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 68 to 126, which comprise the consolidated statement of financial position
as at 31 March 2022, the consolidated statement of profit or loss and other comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the Group as at 31
March 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 (the “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 (‘HKSASs”) issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditors’ 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.
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KEY AUDIT MATTERS

INDEPENDENT AUDITORS’ REPORT

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.

Key audit matter

How our audit addressed the key audit matter

Recognition of revenue and costs from construction contracts and contract assets

Refer to details in Notes 5 and 17 and the accounting policies in Note 3 to the consolidated financial statements.

We identified recognition of revenue and costs from construction
contracts and contract assets as a key audit matter as significant
management’s estimations and judgements are involved in the
determination of the outcome of construction contracts and the
progress towards completion of construction works.

OTHER MATTER

Our audit procedures in relation to recognition of revenue and
costs from construction contracts and contract assets mainly
included:

° Reviewing the contract sum and budgeted costs to
respective signed contracts and budgets prepared by
management.

o Obtaining an understanding from management about
how the budgets were prepared and respective progress
towards completion of construction works were determined.

° Evaluating the reasonableness of progress towards
completion of construction works by obtaining and
reviewing invoices issued by suppliers and subcontractors.

° Testing the actual costs incurred on construction works.
° Assessing the reliability of the budgets by comparing
the actual outcome against management’s estimation of

completed contracts on a sample basis.

° Assessing the appropriateness and accuracy of the
disclosures made in the consolidated financial statements.

The consolidated financial statements of the Group for the year ended 31 March 2021 were audited by another auditor who expressed

an unmodified opinion on those statements on 23 June 2021.
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OTHER INFORMATION

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

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

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

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED WITH GOVERNANCE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

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

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

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

° 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
auditors’ 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 auditors’ report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

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

° Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the

Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

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

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

From the matters communicated with those charged with governance, we determine those matters that were of most significance in the
audit of the consolidated financial statements of the current period and are therefore the key audit matters. We describe these matters in
our auditors’ 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.

Asian Alliance (HK) CPA Limited
Certified Public Accountants (Practising)
Chung Chi Chiu

Practising Certificate Number: P06610

8/F, Catic Plaza
8 Causeway Road
Causeway Bay

Hong Kong

22 June 2022
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For the year ended 31 March 2022

Notes

Revenue
Direct costs

Gross profit
Other income, other gains and losses, net
Administrative and other operating expenses

Operating loss
Finance costs

Loss before income tax
Income tax expense

Loss for the year

Other comprehensive expense
Item that may be reclassified subsequently to profit or loss:
Exchange differences arising on translation of foreign operations

Other comprehensive expense for the year, net of income tax

Total comprehensive expense for the year

Loss for the year attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive expense for the year attributable to:
Owners of the Company
Non-controlling interests

Loss per share
— Basic (HK cents)
— Diluted

13
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2022
HK$°000

138,327
(108,122)

30,205
1,304
(34,855)

(3,346)
(204)

(3,550)
(63)

(3,613)

3
3

(3,616)

(3,572)
(1)

(3,613)

(3,575)
(1)

(3,616)

(X 15)]
N/A

TED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

2021
HK$'000

140,615
(111,173)

29,442
1,808
(32,098)

(848)
(154)

(1,002)
(334)

(1,336)

(1,450)
114

(1,336)

(1,452)
114

(1,338)

(0.18)
N/A



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Notes
NON-CURRENT ASSETS
Property, plant and equipment 14A
Right-of-use assets 14B
Deferred tax assets 16
CURRENT ASSETS
Contract assets 17
Trade and other receivables 18
Amounts due from related companies 19
Tax recoverable
Bank balances and cash 20
CURRENT LIABILITIES
Contract liabilities 17
Trade and other payables 21
Amount due to a director 22
Provision for warranties 23
Bank borrowing 24
Lease liabilities 25
NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Lease liabilities 25
Deferred tax liabilities 16

NET ASSETS
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At 31 March 2022

2022 2021
HK$’000 HK$'000

9,925
1,431
259

11,615

2,428
2,628
24

48
58,909

64,037

12,842
13,090
80
1,362
4,000
731

32,105
31,932
43,547

598
81

679

42,868
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NSﬁIDATED STATEMENT OF FINANCIAL POSITION

At 31 March 2022

2022 2021
Notes HK$’000 HK$’'000

CAPITAL AND RESERVES
Share capital 26 8,000
Reserves 34,107

Equity attributable to:

Owners of the Company 42,107
Non-controlling interests 761
TOTAL EQUITY 42,868

The consolidated financial statements on pages 68 to 126 were approved and authorised for issue by the Board of Directors on 22
June 2022 and are signed on its behalf by:

Dr. Chan Lai Sin Ms. Wan Pui Chi
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 March 2022

Attributable to owners of the Company

Attributable
to non-
Share Share  Translation Other Accumulated controlling
capital premium reserve reserve losses Sub-total interests Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note 26) (Note a) (Note b)
At 1 April 2020 8,000 44,419 - (5,899 (2,961) 43,559 647 44,206
Loss for the year - - - - (1,450) (1,450) 114 (1,336)
Other comprehensive
expense for the year - - 2 = = @ = )
Total comprehensive expense
for the year = = @ - (1,450) (1,452) 114 (1,338)
At 31 March 2021 and 1 April 2021 (5,899) (4,411) 42,107 42,868
Loss for the year - (3,572) (3,572) (3,613)
Other comprehensive expense
for the year (k)] 3)
Total comprehensive expense
for the year (3,572) (3,575) (3,616)
Dividend paid to
non-controlling interests (650)
Acquisition of interest in a subsidiary
without change of control (Note 31) 70 -
At 31 March 2022 (5,829) (7,983)
Notes:

() Share premium

The share premium account is governed by the Companies Law of the Cayman Islands and may be applied by Lai Group Holding Company
Limited (the “Company”) subject to the provisions, if any, of its memorandum and articles of association in paying distributions or dividends to
equity shareholders.

(b) Other reserve
Included in other reserve was approximately HK$5,899,000 which represents the difference between the nominal value of the shares issued by
the Company in exchange for the nominal value of the share capital of its subsidiaries arising from the corporate reorganisation undertaken in
preparation for the listing of the Company’s shares. Further, it includes the amount recognised in accordance with the accounting policies for

the change in ownership interests in a subsidiary that does not result in a change of control. Details of changes in ownership in an interest in a
subsidiary that does not result in a change of control is set out in Note 31.

\(

P
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For the year ended 31 March 2022

ATED STATEMENT OF CASH FLOWS

OPERATING ACTIVITIES
LLoss before income tax

Adjustments for:
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Interest expense
Loss on disposal of property, plant and equipment
Impairment loss on financial assets and contract assets under

expected credit loss model, net of reversal

Provision for warranties
Derecognition of unutilised warranties upon expiration
Gain on early termination of leases
Interest income

Operating cash flows before movements in working capital
Increase in contract assets

Decrease in trade and other receivables

Decrease in contract liabilities

Increase in trade and other payables

Decrease in amount due with related companies

Decrease in amount due to a director

Decrease in provision for warranties

Cash generated from operations
Interest received

Tax paid

Tax refunded

NET CASH FROM OPERATING ACTIVITIES

NET CASH USED IN INVESTING ACTIVITY
Purchase of property, plant and equipment

FINANCING ACTIVITIES

Dividend paid to non-controlling interests
New bank loan raised

Interest paid on bank borrowing
Repayment of bank borrowing
Repayment of lease liabilities

NET CASH (USED IN) FROM FINANCING ACTIVITIES

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR,
represented by bank balances and cash
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2022
HK$°000

(3,550)

(15)
55
(68)

(66)

(651)
(831)
1,068
(591)
4,808
(1
(22)
(468)

3,312
66
(24)

6

3,360

(387)

(650)
(102)
(1,144)
(2,248)

(4,144)

(1,171)

58,909

3

2021
HK$'000

58,909



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

GENERAL INFORMATION

Lai Group Holding Company Limited (the “Company”) is a public exempted company with limited liability incorporated in Cayman
Islands and its shares are listed on the GEM of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). Its parent
and ultimate holding company is Chun Wah Limited (“Chun Wah”), a company incorporated in the Republic of Seychelles
(“Seychelles”). Its ultimate controlling party is Dr. Chan Lai Sin (“Dr. Chan”), who is also the chairman and executive director of
the Company. The address of the registered office is Windward 3, Regatta Office Park, PO Box 1350, Grand Cayman KY1-1108,
Cayman Islands. The principal place of business of the Company is Office H, 19/F, Phase 01, Kings Wing Plaza, 3 On Kwan
Street, Shek Mun, Sha Tin, New Territories, Hong Kong.

The Company is an investment holding company. The principal activities of the Company and its subsidiaries (the “Group”) are
provision of interior design and fit-out services in Hong Kong.

The consolidated financial statements are presented in Hong Kong dollars (‘HK$”), which is also the functional currency of the
Company.

APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
Amendments to HKFRSs that are mandatorily effective for the current year
In the current year, the Group has applied the following amendments to HKFRSs issued by the Hong Kong Institute of Certified

Public Accountants (“HKICPA”) for the first time, which are mandatorily effective for the annual periods beginning on or after 1
April 2021 for the preparation of the consolidated financial statements:

Amendment to HKFRS 16 COVID-19 - Related Rent Concessions
Amendment to HKFRS 16 COVID-19 — Related Rent Concessions beyond 30 June 2021
Amendments to HKFRS 9, Hong Kong Interest Rate Benchmark Reform — Phase 2

Accounting Standards (“HKAS”) 39, HKFRS 7,
HKFRS 4 and HKFRS 16

In addition, the Group applied the agenda decision of the IFRS Interpretations Committee (the “Committee”) of the International
Accounting Standards Board issued in June 2021 which clarified the costs an entity should include as “estimated costs necessary

to make the sale” when determining the net realisable value of inventories.

The application of the amendments to HKFRSs in the current year has had no material impact on the Group’s financial positions
and performance for the current and prior years and/or on the disclosures set out in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

New and amendments to HKFRSs in issue but not yet effective

The Group has not early applied the following new and amendments to HKFRSs that have been issued but are not yet effective:

HKFRS 17 Insurance Contracts and the related Amendments?

Amendments to HKFRS 3 Reference to the Conceptual Framework!

Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor and its Associate or Joint Venture®
and HKAS 28

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current and related amendments to

Hong Kong Interpretation 5 (2020)?

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 Fulfilling a Contract'

Amendments to HKFRSs Annual Improvements to HKFRSs 2018-2020"

! Effective for annual periods beginning on or after 1 January 2022.

2 Effective for annual periods beginning on or after 1 January 2023.

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

Except for the new and amendments to HKFRSs mentioned below, the directors of the Company (the “Directors”) anticipate that
the application of all other new and amendments to HKFRSs will have no material impact on the consolidated financial statements
in the foreseeable future.

Amendments to HKFRS 3 Reference to the Conceptual Framework

The amendments:

° update a reference in HKFRS 3 Business Combinations so that it refers to the Conceptual Framework for Financial
Reporting 2018 issued in June 2018 (the “Conceptual Framework”) instead of Framework for the Preparation and
Presentation of Financial Statements (replaced by the Conceptual Framework for Financial Reporting 2010 issued in
October 2010);

° add a requirement that, for transactions and other events within the scope of HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets or HK(IFRIC)-Int 21 Levies, an acquirer applies HKAS 37 or HK(IFRIC)-Int 21 instead of the Conceptual
Framework to identify the liabilities it has assumed in a business combination; and

° add an explicit statement that an acquirer does not recognise contingent assets acquired in a business combination.

The application of the amendments is not expected to have significant impact on the financial position and performance of the
Group.

Lai Group Holding Company Limited e Annual Report 2022



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

New and amendments to HKFRSs in issue but not yet effective (continued)

Amendments to HKAS 1 Classification of Liabilities as Current or Non-current and related amendments
to Hong Kong Interpretation 5 (2020)

The amendments provide clarification and additional guidance on the assessment of right to defer settlement for at least twelve
months from reporting date for classification of liabilities as current or non-current, which:

° specify that the classification of liabilities as current or non-current should be based on rights that are in existence at the
end of the reporting period. Specifically, the amendments clarify that:

(i) the classification should not be affected by management intentions or expectations to settle the liability within 12
months; and

(ii) if the right is conditional on the compliance with covenants, the right exists if the conditions are met at the end of the
reporting period, even if the lender does not test compliance until a later date; and

o clarify that if a liability has terms that could, at the option of the counterparty, result in its settlement by the transfer of
the entity’s own equity instruments, these terms do not affect its classification as current or non-current only if the entity
recognises the option separately as an equity instrument applying HKAS 32 Financial Instruments. Presentation.

In addition, Hong Kong Interpretation 5 was revised as a consequence of the Amendments to HKAS 1 to align the corresponding
wordings with no change in conclusion.

Based on the Group’s outstanding liabilities as at 31 March 2022, the application of the amendments will not result in
reclassification of the Group’s liabilities.

Amendments to HKAS 1 and HKFRS Practice Statement 2 Disclosure of Accounting Policies

HKAS 1 is amended to replace all instances of the term “significant accounting policies” with “material accounting policy
information”. 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.

The amendments also clarify that accounting policy information may be material because of the nature of the related transactions,
other events or conditions, even if the amounts are immaterial. However, not all accounting policy information relating to material
transactions, other events or conditions is itself material. If an entity chooses to disclose immaterial accounting policy information,
such information must not obscure material accounting policy information.

HKFRS Practice Statement 2 Making Materiality Judgements (the “Practice Statement”) is also amended to illustrate how an
entity applies the “four-step materiality process” to accounting policy disclosures and to judge whether information about an
accounting policy is material to its financial statements. Guidance and examples are added to the Practice Statement.

The application of the amendments is not expected to have significant impact on the financial position or performance of the

Group but may affect the disclosures of the Group’s significant accounting policies. The impacts of application, if any, will be
disclosed in the Group’s future consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

New and amendments to HKFRSs in issue but not yet effective (continued)
Amendments to HKAS 8 Definition of Accounting Estimates

The amendments define accounting estimates as “monetary amounts in financial statements that are subject to measurement
uncertainty”. An accounting policy may require items in financial statements to be measured in a way that involves measurement
uncertainty — that is, the accounting policy may require such items to be measured at monetary amounts that cannot be observed
directly and must instead be estimated. In such a case, an entity develops an accounting estimate to achieve the objective set out
by the accounting policy. Developing accounting estimates involves the use of judgements or assumptions based on the latest
available, reliable information.

In addition, the concept of changes in accounting estimates in HKAS 8 is retained with additional clarifications.
The application of the amendments is not expected to have significant impact on the Group’s consolidated financial statements.
Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction

The amendments narrow the scope of the recognition exemption of deferred tax liabilities and deferred tax assets in paragraphs
15 and 24 of HKAS 12 Income Taxes so that it no longer applies to transactions that, on initial recognition, give rise to equal
taxable and deductible temporary differences.

As disclosed in Note 3 to the consolidated financial statements, for leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS 12 requirements to the relevant assets and liabilities separately.
Temporary differences on initial recognition of the relevant assets and liabilities are not recognised due to the application of the
initial recognition exemption.

Upon the application of the amendments, the Group will recognise a deferred tax asset (to the extent that it is probable that
taxable profit will be available against which the deductible temporary difference can be utilised) and a deferred tax liability for all
deductible and taxable temporary differences associated with the right-of-use assets and the lease liabilities.

The Group is still in the process of assessing the full impact of the application of the amendments. The cumulative effect of initially
applying the amendments will be recognised as an adjustment to the opening balance of retained earnings (or other component
of equity, as appropriate) at the beginning of the earliest comparative period presented.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023, with early application permitted.
As at 31 March 2022, the carrying amounts of right-of-use assets and lease liabilities which are subject to the amendments
amounted to approximately HK$2,248,000 and approximately HK$2,284,000, respectively. The Group is still in the process of
assessing the full impact of the application of the amendments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022
APPLICATION OF AMENDMENTS TO HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)
New and amendments to HKFRSs in issue but not yet effective (continued)
Amendments to HKFRSs Annual Improvements to HKFRSs 2018-2020
The annual improvements make amendments to the following standards:
HKFRS 9 Financial Instruments
The amendment clarifies that for the purpose of assessing whether modification of terms of original financial liability constitutes
substantial modification under the “10 per cent” test, a borrower includes only fees paid or received between the borrower and
the lender, including fees paid or received by either the borrower or the lender on the other’s behalf.

HKFRS 16 Leases

The amendment to lllustrative Example 13 accompanying HKFRS 16 removes from the example the illustration of reimbursement
relating to leasehold improvements by the lessor in order to remove any potential confusion.

HKAS 41 Agriculture

The amendment ensures consistency with the requirements in HKFRS 13 Fair Value Measurement by removing the requirement
in paragraph 22 of HKAS 41 to exclude taxation cash flows when measuring the fair value of a biological asset using a present
value technique.

The application of the amendments is not expected to have significant impact on the financial position and performance of the
Group.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES

3.1 Basis of preparation of consolidated financial statements

The consolidated financial statements have been prepared in accordance with HKFRSs issued by the HKICPA. For the
purpose of preparation of the consolidated financial statements, information is considered material if such information
is reasonably expected to influence decisions made by primary users. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the Listing of Securities on GEM of the Stock Exchange (the
“GEM Listing Rules”) and by the Hong Kong Companies Ordinance (“CO”).

The Directors have, at the time of approving the consolidated financial statements, a reasonable expectation that the Group
has adequate resources to continue in operational existence for the foreseeable future. Thus they continue to adopt the

going concern basis of accounting in preparing the consolidated financial statements.

The consolidated financial statements have been prepared on the historical cost basis at the end of each reporting period, as
explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.1

3.2

Basis of preparation of consolidated financial statements (continued)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of whether that price is directly observable or estimated
using another valuation technique. In estimating the fair value of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants would take those characteristics into account when pricing the
asset or liability at the measurement date. Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based payment transactions that are within the scope
of HKFRS 2 Share-based Payment, leasing transactions that are accounted for in accordance with HKFRS 16 Leases,
and measurements that have some similarities to fair value but are not fair value, such as net realisable value in HKAS 2
Inventories or value in use in HKAS 36 /mpairment of Assets.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are observable and the significance of the inputs to the fair value

measurement in its entirety, which are described as follows:

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

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

° Level 3 inputs are unobservable inputs for the asset or liability.
Significant accounting policies
Basis of consolidation

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

° has power over the investee;
° is exposed, or has rights, to variable returns from its involvement with the investee; and
° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to
one or more of the three elements of control listed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)
Basis of consolidation (continued)

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

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

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

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

Non-controlling interests in subsidiaries are presented separately from the Group’s equity therein, which represent present
ownership interests entitling their holders to a proportionate share of net assets of the relevant subsidiaries upon liquidation.

Changes in the Group’s interests in existing subsidiaries

Changes in the Group’s interests in subsidiaries that do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the Group’s relevant components of equity and the non-
controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries, including re-attribution
of relevant reserves between the Group and the non-controlling interests according to the Group’s and the non-controlling
interests’ proportionate interests.

Any difference between the amount by which the non-controlling interests are adjusted, and the fair value of the
consideration paid or received is recognised directly in equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, the assets and liabilities of that subsidiary and non-controlling interests (if any)
are derecognised. A gain or loss is recognised in profit or loss and is calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value of any retained interest and (i) the carrying amount of the
assets and liabilities of the subsidiary attributable to the owners of the Company. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are accounted for as if the Group had directly disposed of the related
assets or liabilities of the subsidiary (i.e. reclassified to profit or loss or transferred to another category of equity as specified/
permitted by applicable HKFRSs). The fair value of any investment retained in the former subsidiary at the date when control
is lost is regarded as the fair value on initial recognition for subsequent accounting under HKFRS 9 Financial Instruments
(“HKFRS 9”) or, when applicable, the cost on initial recognition of an investment in an associate or a joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022
3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)
3.2 Significant accounting policies (continued)
Revenue from contracts with customers

The Group recognises revenue when (or as) a performance obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is transferred to the customer.

A performance obligation represents a good or service (or a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of the following criteria is met:

° the customer simultaneously receives and consumes the benefits provided by the Group’s performance as the Group
performs;

° the Group’s performance creates or enhances an asset that the customer controls as the Group performs; or

° the Group’s performance does not create an asset with an alternative use to the Group and the Group has an
enforceable right to payment for performance completed to date.

Otherwise, revenue is recognised at a point in time when the customer obtains control of the distinct good or service.

A contract asset represents the Group’s right to consideration in exchange for goods or services that the Group has
transferred to a customer that is not yet unconditional. It is assessed for impairment in accordance with HKFRS 9. In
contrast, a receivable represents the Group’s unconditional right to consideration, i.e. only the passage of time is required

before payment of that consideration is due.

A contract liability represents the Group’s obligation to transfer goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due) from the customer.

A contract asset and a contract liability relating to the same contract are accounted for and presented on a net basis.

Over time revenue recognition: measurement of progress towards complete satisfaction of a performance obligation

Input method

The progress towards complete satisfaction of a performance obligation is measured based on input method, which is to
recognise revenue on the basis of the Group’s efforts or inputs to the satisfaction of a performance obligation relative to
the total expected inputs to the satisfaction of that performance obligation, that best depict the Group’s performance in
transferring control of goods or services.

Leases

Definition of 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.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)
Leases (continued)
The Group as a lessee

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease component on the basis of the relative stand-alone price of the
lease component and the aggregate stand-alone price of the non-lease components.

Non-lease components are separated from lease component and are accounted for by applying other applicable standards.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to 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 lease of
low-value assets. Lease payments on short-term leases and leases of low-value assets are recognised as expense on a
straight-line basis or another systematic basis over the lease term.

Right-of-use assets

The cost of right-of-use asset includes:

° the amount of the initial measurement of the lease liability;

° any lease payments made at or before the commencement date, less any lease incentives received;

° any initial direct costs incurred by the Group; and

° an estimate of costs to be incurred by the Group in dismantling and removing the underlying assets, restoring the site
on which it is located or restoring the underlying asset to the condition required by the terms and conditions of the

lease.

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably certain to obtain ownership of the underlying leased assets at the end

of the lease term are depreciated from commencement date to the end of the useful life. Otherwise, right-of-use assets are
depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term.
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For the year ended 31 March 2022

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)

Leases (continued)

The Group as a lessee (continued)

Right-of-use assets (continued)

When the Group obtains ownership of the underlying leased assets at the end of the lease term, upon exercising purchase
options, the cost of the relevant right-of-use assets and the related accumulated depreciation and impairment loss are
transferred to property, plant and equipment.

The Group presents right-of-use assets as a separate line item on the consolidated statement of financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9 and initially measured at fair value. Adjustments to fair value
at initial recognition are considered as additional lease payments and included in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group recognises and measures the lease liability at the present value of lease
payments that are unpaid at that date. In calculating the present value of lease payments, the Group uses the incremental
borrowing rate at the lease commencement date if the interest rate implicit in the lease is not readily determinable.

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, initially measured using the index or rate as at the
commencement date;

° amounts expected to be payable by the Group under residual value guarantees;
° the exercise price of a purchase option if the Group is reasonably certain to exercise the option; and

° payments of penalties for terminating a lease, if the lease term reflects the Group exercising an option to terminate
the lease.

After the commencement date, lease liabilities are adjusted by interest accretion and lease payments.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)
Leases (continued)
The Group as a lessee (continued)

Lease liabilities (continueq)

The Group remeasures lease liabilities (and makes a corresponding adjustment to the related right-of-use assets) whenever:

° the lease term has changed or there is a change in the assessment of exercise of a purchase option, in which case
the related lease liability is remeasured by discounting the revised lease payments using a revised discount rate at the
date of reassessment.

° the lease payments change due to changes in market rental rates following a market rent review/expected payment
under a guaranteed residual value, in which cases the related lease liability is remeasured by discounting the revised
lease payments using the initial discount rate.

The Group presents lease liabilities as a separate line item on the consolidated statement of financial position.

Lease modifications

The Group accounts for a lease modification as a separate lease if:
° the modification increases the scope of the lease by adding the right to use one or more underlying assets; and

° the consideration for the leases increases by an amount commensurate with the stand-alone price for the increase
in scope and any appropriate adjustments to that stand-alone price to reflect the circumstances of the particular
contract.

For a lease modification that is not accounted for as a separate lease, the Group remeasures the lease liability, less any
lease incentives receivable, based on the lease term of the modified lease by discounting the revised lease payments using
a revised discount rate at the effective date of the modification.

The Group accounts for the remeasurement of lease liabilities by making corresponding adjustments to the relevant right-
of-use asset. When the modified contract contains a lease component and one or more additional lease or non-lease
components, the Group allocates the consideration in the modified contract to each lease component on the basis of the
relative stand-alone price of the lease component and the aggregate stand-alone price of the non-lease components.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)
Foreign currencies

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

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial statements, the assets and liabilities of the Group’s operations
are translated into the presentation currency of the Group (i.e. HK$) using exchange rates prevailing at the end of each
reporting period. Income and expenses items are translated at the average exchange rates for the period, unless exchange
rates fluctuate significantly during that period, in which case the exchange rates at the date of transactions are used.
Exchange differences arising, if any, are recognised in other comprehensive income and accumulated in equity under the
heading of translation reserve (attributed to non-controlling interests as appropriate).

On the disposal of a foreign operation (that is, a disposal of the Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign operation), all of the exchange differences accumulated in
equity in respect of that operation attributable to the owners of the Company are reclassified to profit or loss.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those

assets until such time as the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)
3.2 Significant accounting policies (continued)
Government grants

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

Government grants are recognised in profit or loss on a systematic basis over the periods in which the Group recognises
as expenses the related costs for which the grants are intended to compensate. Specifically, government grants whose
primary condition is that the Group should purchase, construct or otherwise acquire non-current assets are recognised
as deferred income in the consolidated statement of financial position and transferred to profit or loss on a systematic and
rational basis over the useful lives of the related assets.

Government grants related to income that are receivable as compensation for expenses or losses already incurred or for
the purpose of giving immediate financial support to the Group with no future related costs are recognised in profit or loss in
the period in which they become receivable. Such grants are presented under “other income, other gains and losses, net”.
Employee benefits

Retirement benefit costs

Payments to defined contribution retirement benefit plans are recognised as an expense when employees have rendered
service entitling them to the contributions.

Termination benefits

A liability for a termination benefit is recognised at the earlier of when the group entity can no longer withdraw the offer of
the termination benefit and when it recognises any related restructuring costs.

Short-term employee benefits
Short-term employee benefits are recognised at the undiscounted amount of the benefits expected to be paid as and when
employees rendered the services. All short-term employee benefits are recognised as an expense unless another HKFRS

requires or permits the inclusion of the benefit in the cost of an asset.

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

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit/loss before tax because of
income or expense that are taxable or deductible in other years and items that are never taxable or deductible. The Group’s

liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the end of the
reporting period.
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For the year ended 31 March 2022

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)
Taxation (continued)

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are generally recognised for all
deductible temporary differences to the extent that it is probable that taxable profits will be available against which those
deductible temporary differences can be utilised. Such deferred tax assets and liabilities are not recognised if the temporary
difference arises from the initial recognition (other than in a business combination) of assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting profit.

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

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

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

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

For the purposes of measuring deferred tax for leasing transactions in which the Group recognises the right-of-use assets
and the related lease liabilities, the Group first determines whether the tax deductions are attributable to the right-of-use
assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group applies HKAS 12
requirements to right-of-use assets and lease liabilities separately. Temporary differences on initial recognition of the
relevant right-of-use assets and lease liabilities are not recognised due to application of the initial recognition exemption.
Temporary differences arising from subsequent revision to the carrying amounts of right-of-use assets and lease liabilities,
resulting from remeasurement of lease liabilities and lease modifications, that are not subject to initial recognition exemption
are recognised on the date of remeasurement or modification.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set-off current tax assets against
current tax liabilities and when they relate to income taxes levied to the same taxable entity by the same taxation authority.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)
Taxation (continued)

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case, the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.

Property, plant and equipment

Property, plant and equipment are tangible assets that are held for use in the production or supply of goods or services, or
for administrative purposes. Property, plant and equipment are stated in the consolidated statement of financial position at
cost less subsequent accumulated depreciation and subsequent accumulated impairment losses, if any.

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

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

Impairment on property, plant and equipment and right-of-use assets

At the end of the reporting period, the Group reviews the carrying amounts of its property, plant and equipment and right-
of-use assets to determine whether there is any indication that these assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the relevant asset is estimated in order to determine the extent of the
impairment loss, if any.

The recoverable amount of property, plant and equipment and right-of-use assets are estimated individually. When it is
not possible to estimate the recoverable amount individually, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, corporate assets are allocated to the relevant cash-generating unit when
a reasonable and consistent basis of allocation can be established, or otherwise they are allocated to the smallest group of
cash generating units for which a reasonable and consistent allocation basis can be established. The recoverable amount
is determined for the cash-generating unit or group of cash-generating units to which the corporate asset belongs, and is
compared with the carrying amount of the relevant cash-generating unit or group of cash-generating units.

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

For the year ended 31 March 2022

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)
Impairment on property, plant and equipment and right-of-use assets (continued)

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is reduced to its recoverable amount. For corporate assets or
portion of corporate assets which cannot be allocated on a reasonable and consistent basis to a cash-generating unit, the
Group compares the carrying amount of a group of cash-generating units, including the carrying amounts of the corporate
assets or portion of corporate assets allocated to that group of cash-generating units, with the recoverable amount of
the group of cash-generating units. The carrying amount of an asset is not reduced below the highest of its fair value
less costs of disposal (if measurable), its value in use (if determinable) and zero. The amount of the impairment loss that
would otherwise have been allocated to the asset is allocated pro-rata to the other assets of the unit or the group of cash-
generating units. An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit or a group of
cash-generating units) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss been recognised
for the asset (or a cash-generating unit or a group of cash-generating units) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.

Provisions

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

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

Provisions for the expected cost of assurance-type warranty obligations under the relevant contracts with customers for
provision of interior design and fit-out services are recognised at the date of completion of the service, at the directors’ best
estimate of the expenditure required to settle the Group’s obligation.

Financial instruments
Financial assets and financial liabilities are recognised when a group entity becomes a party to the contractual provisions
of the instrument. All regular way purchases or sales of financial assets are recognised and derecognised on a trade date

basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the
time frame established by regulation or convention in the market place.
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For the year ended 31 March 2022

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)
Financial instruments (continued)

Financial assets and financial liabilities are initially measured at fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance with HKFRS 15. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial liabilities (other than financial assets or financial liabilities at fair value
through profit or loss (“FVTPL”)) are added to or deducted from the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of financial assets or financial
liabilities at FVTPL are recognised immediately in profit or loss.

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

Financial assets

Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are subsequently measured at amortised cost:
° the financial asset is held within a business model whose objective is to collect contractual cash flows; and

° the contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding.

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

o the financial asset is held within a business model whose objective is achieved by both selling and collecting
contractual cash flows; and

° the contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on
the principal amount outstanding.

All other financial assets are subsequently measured at FVTPL, except that at initial recognition of a financial asset the
Group may irrevocably elect to present subsequent changes in fair value of an equity investment in other comprehensive
income if that equity investment is neither held for trading nor contingent consideration recognised by an acquirer in a
business combination to which HKFRS 3 Business Combinations applies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)

Classification and subsequent measurement of financial assets (continued)

A financial asset is held for trading if:

° it has been acquired principally for the purpose of selling in the near term; or

° on initial recognition it is a part of a portfolio of identified financial instruments that the Group manages together and
has a recent actual pattern of short-term profit-taking; or

° it is a derivative that is not designated and effective as a hedging instrument.

In addition, the Group may irrevocably designate a financial asset that are required to be measured at the amortised cost or
FVTOCI as measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

i) Amortised cost and interest income

Interest income is recognised using the effective interest method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying the effective interest rate to the gross carrying amount of
a financial asset, except for financial assets that have subsequently become credit-impaired. For financial assets
that have subsequently become credit-impaired (see below), interest income is recognised by applying the effective
interest rate to the amortised cost of the financial asset from the next reporting period. If the credit risk on the credit-
impaired financial instrument improves so that the financial asset is no longer credit-impaired, interest income
is recognised by applying the effective interest rate to the gross carrying amount of the financial asset from the
beginning of the reporting period following the determination that the asset is no longer credit-impaired.

Impairment of financial assets and other items subject to impairment assessment under HKFRS 9

The Group performs impairment assessment under expected credit loss (“ECL”) model on financial assets (including trade
and other receivables, amounts due from related companies and bank balances), and other items (contract assets) which
are subject to impairment assessment under HKFRS 9. The amount of ECL is updated at each reporting date to reflect
changes in credit risk since initial recognition.

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

The Group applies the simplified approach and recognises lifetime ECL for trade receivables and contract assets.

Lai Group Holding Company Limited e Annual Report 2022
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For the year ended 31 March 2022

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets subject to impairment assessment under HKFRS 9 (continued)

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

M

Significant increase in credit risk

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

In particular, the following information is taken into account when assessing whether credit risk has increased
significantly:

° an actual or expected significant deterioration in the financial instrument’s external (if available) or internal credit
rating;

° significant deterioration in external market indicators of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

° existing or forecast adverse changes in business, financial or economic conditions that are expected to cause
a significant decrease in the debtor’s ability to meet its debt obligations;

o an actual or expected significant deterioration in the operating results of the debtor;

° an actual or expected significant adverse change in the regulatory, economic, or technological environment of
the debtor that results in a significant decrease in the debtor’s ability to meet its debt obligations.

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

The Group regularly monitors the effectiveness of the criteria used to identify whether there has been a significant

increase in credit risk and revises them as appropriate to ensure that the criteria are capable of identifying significant
increase in credit risk before the amount becomes past due.

Lai Group Holding Company Limited e Annual Report 2022

91



Sk

92
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For the year ended 31 March 2022

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets subject to impairment assessment under HKFRS 9 (continued)

(i)

(i)

Definition of default

For internal credit risk management, the Group considers an event of default occurs when information developed
internally or obtained from external sources indicates that the debtor is unlikely to pay its creditors, including the
Group, in full (without taking into account any collaterals held by the Group).

Irrespective of the above, the Group considers that default has occurred when a financial asset is more than 90 days
past due unless the Group has reasonable and supportable information to demonstrate that a more lagging default
criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future
cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes observable
data about the following events:

(@  significant financial difficulty of the issuer or the borrower;

(b)  abreach of contract, such as a default or past due event;

(c) the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial difficulty,
having granted to the borrower a concession(s) that the lender(s) would not otherwise consider;

(d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

(e)  the disappearance of an active market for that financial asset because of financial difficulties.

Write-off policy

The Group writes-off a financial asset when there is information indicating that the counterparty is in severe financial
difficulty and there is no realistic prospect of recovery, for example, when the counterparty has been placed
under liquidation or has entered into bankruptcy proceedings. Financial assets written-off may still be subject to

enforcement activities under the Group’s recovery procedures, taking into account legal advice where appropriate. A
write-off constitutes a derecognition event. Any subsequent recoveries are recognised in profit or loss.
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For the year ended 31 March 2022

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets subject to impairment assessment under HKFRS 9 (continued)

)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e. the magnitude of the loss
if there is a default) and the exposure at default. The assessment of the probability of default and loss given default
is based on historical data and forward-looking information. Estimation of ECL reflects an unbiased and probability-
weighted amount that is determined with the respective risks of default occurring as the weights. The Group uses a
practical expedient in estimating ECL on trade receivables using a provision matrix taking into consideration historical
credit loss experience and forward looking information that is available without undue cost or effort.

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

determined at initial recognition.

Lifetime ECL for trade receivables and contract assets are considered on a collective basis taking into consideration
past due information and relevant credit information such as forward-looking macroeconomic information.

For collective assessment, the Group takes into consideration the following characteristics when formulating the
grouping:

° Past-due status;
o Nature, size and industry of debtors; and
° External credit ratings where available.

The grouping is regularly reviewed by management to ensure the constituents of each group continue to share similar
credit risk characteristics.

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

The Group recognises impairment gains or losses in profit or loss for financial instruments through loss allowance
accounts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

3.2 Significant accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the
transferred asset, the Group recognises its retained interest in the asset and an associated liability for amounts it may have
to pay. If the Group retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds received.

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

Financial liabilities and equity

Classification as debt or equity

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

Equity instruments

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

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No gain or loss is
recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own equity instruments.

Financial liabilities
All financial liabilities are subsequently measured at amortised cost using the effective interest method.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables, amount due to a director, bank borrowing and lease liabilities are
subsequently measured at amortised cost, using the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS AND SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)
3.2 Significant accounting policies (continued)

Financial instruments (continued)

Financial liabilities and equity (continued)

Derecognition/modification of financial liabilities

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

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 3, the Directors are required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and underlying assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

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

Critical judgements in applying accounting policies

The Directors have not come across any significant areas where critical judgements are involved in applying the Group’s
accounting policies.

Key sources of estimation uncertainty
The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at the end of the

reporting period that may have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year.
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For the year ended 31 March 2022

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY (CONTINUED)
Key sources of estimation uncertainty (continued)
Deferred tax asset

As at 31 March 2022, a deferred tax asset of approximately HK$155,000 (2021: approximately HK$259,000) in relation to tax
depreciation and provision for warranties for certain operating subsidiaries has been recognised in the consolidated statement
of financial position. No deferred tax asset has been recognised on the tax losses of approximately HK$16,166,000 (2021:
approximately HK$13,391,000) due to the unpredictability of future profit streams. The realisability of the deferred tax asset mainly
depends on whether sufficient future profits or taxable temporary differences will be available in the future, which is a key source
of estimation uncertainty especially the uncertainty on how the COVID-19 pandemic may progress and evolve. In cases where
the actual future taxable profits generated are less or more than expected, or change in facts and circumstances which result in
revision of future taxable profits estimation, a material reversal or further recognition of deferred tax assets may arise, which would
be recognised in profit or loss for the period in which such a reversal or further recognition takes place.

Provision of ECL for financial assets and contract assets

The provision of ECL is sensitive to change in estimates. The loss allowances for financial assets and contract assets are based
on assumptions about risk of default and expected loss rates. The Group uses judgement in making these assumptions and
selecting the inputs to the ECL calculation, based on the Group’s past history, existing market conditions as well as forward
looking estimates at the end of each reporting period.

Revenue recognition from construction contracts for sales of interior design and fit-out services over time

The sales of design and fit-out services is considered to be performance obligation satisfied over time as the terms of the relevant
construction contracts create an enforceable right to payment for the Group for performance completed to date. The contract
revenue and profit of the contracts are according to the management’s estimation of the total outcome of the construction
contract as well as the progress towards completion of the contracts. Notwithstanding that the management reviews and revises
the estimates of both contract revenue and costs for the construction contract as the contract progresses, the actual outcome of
the contract in terms of its total revenue and costs may be higher or lower than the estimates and this will affect the revenue and
profit recognised.

Provision for warranties

The Group offers a 1-year warranty for commercial interior design and fit-out services and a 3-year warranty for residential interior
design and fit-out services, during which free warranty service for the repair and maintenance of parts and components under
normal usage is provided to the customers. The calculation of the amount of the provision requires assumptions to be made with
regard to the probability of liability, the amount of claims and the duration with reference to the historical pattern. The estimation
basis is reviewed on an on-going basis and revised where appropriate. Notwithstanding that the management reviews and revises
the estimates of the provision for warranties where appropriate, the actual claims may be higher or lower than the estimates and
this will affect the profit recognised. As at 31 March 2022, the carrying amount of provision for warranty costs was approximately
HK$881,000 (2021: approximately HK$1,362,000).
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY (CONTINUED)
Estimated impairment of property, plant and equipment and right-of-use assets

In determining whether property, plant and equipment and right-of-use assets are impaired, the Group has to exercise judgement
and make estimation, particularly in assessing whether an event has occurred or any indicators that may affect the asset value.

For the purpose of impairment testing, the Group has to exercise judgement and make estimation, particularly in assessing: (i)
whether the carrying value of an asset can be supported by the recoverable amount, in the case of value in use, the net present
value of future cash flows which are estimated based upon the continued use of the asset; and (i) the appropriate key assumptions
to be applied in estimating the recoverable amounts including cash flow projections and an appropriate discount rate. The Group
estimates the recoverable amount of the cash generating unit to which the assets belong, including allocation of corporate assets
when a reasonable and consistent basis of allocation can be established, otherwise recoverable amount is determined at the
smallest group of cash generating units, for which the relevant corporate assets have been allocated. Changing the assumptions
and estimates, including the discount rates or the growth rate in the cash flow projections, could materially affect the recoverable
amounts. Furthermore, the cash flows projections, growth rate and discount rate are subject to greater uncertainties due to
uncertainty on how the COVID-19 pandemic may progress and evolve.

As at 31 March 2022, the carrying amount of property, plant and equipment and right-of-use assets subject to impairment
assessment were approximately HK$9,807,000 and approximately HK$2,248,000 (2021: approximately HK$9,925,000 and
approximately HK$1,431,000) respectively. There is no impairment is recognised on property, plant and equipment and right-of-
use assets for the years ended 31 March 2022 and 2021. Details of the impairment testing on property, plant and equipment and
right-of-use assets are disclosed in Note 15.

REVENUE AND SEGMENT INFORMATION
(i) Disaggregation of revenue from contracts with customers

2022 2021
HK$°000 HK$’000

I

Types of goods and services:

Interior design and fit-out services
Residential interior design and fit-out services 135,298 137,100
Commercial interior design and fit-out services 3,029 3,515

138,327 140,615

138,327 140,615
IS 0000000000

Total

Timing of revenue recognition
Over-time
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For the year ended 31 March 2022

5. REVENUE AND SEGMENT INFORMATION (CONTINUED)

(ii) Performance obligations for contracts with customers

The Group provides interior design and fit-out services to customers. Such services are recognised as a performance
obligation satisfied over time as the Group creates or enhances an asset that the customer controls as the asset is created
or enhanced. Revenue for these works is recognised based on the stage of completion of the contract using input method.

The Group’s services contracts include payment schedules which require stage payments over the services period once
certain specified milestones are reached. The Group typically requires customers to provide non-refundable upfront
deposits range from 60% to 70% of total contract sum, when the Group receives a deposit before service commences, this
will give rise to contract liabilities at the start of a contract, until the revenue recognised on the specific contract exceeds the
amount of the deposit.

A contract asset, net of contract liability related to the same contract, is recognised over the period in which the services
are performed representing the Group’s right to consideration for the services performed because the rights are conditioned
on the Group’s future performance in achieving specified milestones. The Group typically bills the customers when the
specified milestones are reached (i.e. when the rights become unconditional) and the contract assets will be transferred to
trade receivables.

(iii) Transaction price allocated to the remaining performance obligation for contracts with customers

All contracts with customers are for periods of one year or less. As permitted under HKFRS 15, the transaction price
allocated to these unsatisfied contracts is not disclosed.

Information reported to the board of Directors (the “Board”), being the chief operating decision maker (‘CODM?”), for the purpose
of resources allocation and assessment of segment performance focuses on types of goods or services delivered or provided. No

operating segments identified by the CODM have been aggregated in arriving at the reportable segments of the Group.

Specifically, the Group’s reportable and operating segment under HKFRS 8 Operating Segments is provision of interior design
and fit-out services in Hong Kong.

Since this is the only reportable and operating segment of the Group, no further analysis thereof is presented. All the revenue of
the Group are generated from provision of interior design and fit-out services for the years ended 31 March 2022 and 2021.

Geographical information
The Group’s operation is located in Hong Kong. All the non-current assets of the Group are located in Hong Kong.
Information about major customers

For the years ended 31 March 2022 and 2021, as no revenue derived from an individual customer of the Group has accounted
for over 10% of the Group’s total revenues, no information about major customers is presented.
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OTHER INCOME, OTHER GAINS AND LOSSES, NET

2022 2021
HK$°000 HK$'000

Other income

Interest income 89
Government grants (Note) 1,802
Referral income -
Others 7
1,898
Other gains and losses, net
LLoss on disposal of property, plant and equipment (119)
Gain on early termination of leases 21
Insurance claims -
Others 8
(90)
1,808

Note: During the year ended 31 March 2021, the Group recognised government grants of approximately HK$1,802,000 in respect of COVID-19
related subsidies, which related to Employment Support Scheme provided by the Hong Kong government.

OPERATING LOSS

2022 2021
HK$’000 HK$'000

Operating loss has been arrived at after charging (crediting):

Staff costs (including directors’ emoluments)

Salaries and other benefits in kind 15,390

Contributions to retirement benefit scheme 522
Total staff costs (Note) 15,912
Auditors’ remuneration 480
Cost of inventories recognised as an expense 17,667
Impairment loss recognised (reversed) under expected credit loss model on:

— trade receivables (89)

— other receivables (127)

— contract assets 35
Depreciation of property, plant and equipment 749
Depreciation of right-of-use assets 1,662

Note: Staff costs amounted to approximately HK$7,012,000 (2021: approximately HK$6,818,000) was included in direct costs and approximately
HK$10,215,000 (2021: approximately HK$9,094,000) was included in administrative and other operating expenses.
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8. FINANCE COSTS

2022 2021
HK$’000 HK$’000
Interest on bank borrowing 63
Interest on lease liabilities 91
154
9. INCOME TAX EXPENSE
2022 2021
HK$’000 HK$’'000

|

Current tax:
Hong Kong Profits Tax

— Under-provision in prior years 494
Deferred tax (Note 16) (160)
Income tax expense 334

Under the two-tiered profits tax rates regime of Hong Kong Profits Tax, the first HK$2,000,000 of profits of the qualifying group
entity will be taxed at 8.25%, and profits above HK$2,000,000 will be taxed at 16.5%. The profits of group entities not qualifying
for the two-tiered profits tax rates regime will continue to be taxed at a flat rate of 16.5%. Accordingly, the Hong Kong Profits Tax
of the qualifying group entity is calculated at 8.25% on the first HK$2,000,000 of the estimated assessable profits and at 16.5%
on the estimated assessable profits above HK$2,000,000.

Under the Law of the People’s Republic of China (the “PRC”) on Enterprise Income Tax (the “EIT Law”) and Implementation
Regulation of the EIT Law, the tax rate of the PRC subsidiaries is 25% for both years.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the relevant jurisdictions.

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

2022 2021
HK$’000 HK$’000
LLoss before income tax (3,550) (1,002)
Tax at the domestic income tax rate of 16.5% (2021: 16.5%) (586) (165)
Tax effects of temporary differences previously not recognised 59 -
Utilisation of deductible temporary differences previously not recognised - (42)
Tax effect of income not taxable for tax purpose (10) (340)
Tax effect of expenses not deductible for tax purpose 140 57
Tax effect of tax losses not recognised 458 401
Utilisation of tax losses previously not recognised - (54)
Tax effect of tax reduction (8) 7)
Under-provision in respect of prior years 10 494

Others - (10)

Income tax expense 63 334
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DIRECTORS AND CHIEF EXECUTIVE’S EMOLUMENTS

Director’s and the chief executive’s remuneration for the year disclosed pursuant to the applicable GEM Listing Rules and CO are
set out below:

Salaries,
allowances Contribution to
and benefits retirement
Fee in kind scheme Total
HK$’000 HK$’000 HK$°000 HK$’000

Year ended 31 March 2022
Executive directors:
Dr. Chan (Chairman)
Ms. Wan Pui Chi (‘Ms. Wan”)

Independent non-executive directors.
Ms. Lui Lai Chun (“Ms. Lui”)
Dr. Chung Siu Kuen (“Dr. Chung”)
(Note (i))
Dr. Chu Kwan Siu Candace (“Dr. Chu”) (Note (iii)
Mr. Kwan Ngai Kit (“Mr. Kwan”)
(Note (ii))
Mr. Wu Loong Cheong Paul
(“Mr. Wu”) (Note (iv))

Chief executive officer:
Mr. Siu Ka Sing (“Mr. Siu”)

Salaries,
allowances Contribution to
and benefits retirement
Fee in kind scheme Total
HK$’000 HK$’000 HK$’000 HK$’'000
Year ended 31 March 2021
Executive directors:
Dr. Chan (Chairman) = 2,579 21 2,600
Ms. Wan - 549 18 567
Independent non-executive directors:
Mr. Kwan (Note (ii) 120 - - 120
Ms. Lui 120 - - 120
Mr. Wu (Note (iv)) 120 - - 120
Chief executive officer:
Mr. Siu - 824 18 842
360 3,952 B 4,369
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10. DIRECTORS AND CHIEF EXECUTIVE’S EMOLUMENTS (CONTINUED)

11.

Notes:

(i) Dr. Chung was appointed as an independent non-executive director of the Company on 6 August 2021.

(i) Mr. Kwan has retired from his role as the independent non-executive director of the Company on 6 August 2021.
(iii) Dr. Chu was appointed as an independent non-executive director of the Company on 1 October 2021.

(iv) Mr. Wu has resigned as an independent non-executive director of the Company on 1 October 2021.

(v) The executive directors’ emoluments shown above were for their services in connection with the management of the affairs of the Company
and the Group.

(Vi) The independent non-executive directors’ emoluments shown above were for their services as directors of the Company.
During the years ended 31 March 2022 and 2021, no emoluments were paid by the Group to the Directors as an inducement to

join or upon joining the Group or as compensation for loss of office. Neither the chief executive nor any of the Directors waived or
agreed to waive any emoluments during the years ended 31 March 2022 and 2021.

FIVE HIGHEST PAID EMPLOYEES

Of the five individuals with the highest emoluments, three (2021: two) of them are Directors and chief executive for the year
ended 31 March 2022 whose emoluments are disclosed above. The emoluments in respect of the remaining two (2021: three)
individuals for the years ended 31 March 2022 and 2021 is as follows:

2022 2021

HK$’000 HK$’'000

Salaries and other benefits in kind 2,003
Contributions to retirement benefit scheme 54
2,057

The number of the highest paid employees who are non-director and non-chief executive whose remuneration fell within the
following bands is as follows:

2022 2021

Nil to HK$1,000,000 3
HK$1,000,001 to HK$1,500,000 =

During the years ended 31 March 2022 and 2021, no emoluments were paid by the Group to the above highest paid individuals
as (i) an inducement to join or upon joining the Group or (i) as compensation for loss of office as a director or management of any
members of the Group.
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13.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

DIVIDENDS

No dividend was paid or proposed for ordinary shareholders of the Company during the year ended 31 March 2022, nor has any
dividend been proposed since the end of the reporting period (2021: Nil).

LOSS PER SHARE

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

Loss
2022 2021
HK$°000 HK$'000
Loss for the year attributable to owners of the Company (1,450)
Number of shares
2022 2021
’000 '000

Weighted average number of ordinary shares for the purpose of basic loss per share 800,000 800,000

No diluted loss per share for the years ended 31 March 2022 and 2021 were presented as there were no potential ordinary
shares in issue for the years ended 31 March 2022 and 2021.
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or the year ended 31 March 2022

14A. PROPERTY, PLANT AND EQUIPMENT

Furniture
Land and Computer Leasehold and Office Motor
building equipment improvements fixtures equipment vehicles Total

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

Cost

At 1 April 2020 10,320 2,629 876 766 638 1,936 17,165
Additions - 96 - - 58 - 149
Disposals - (65) 81) (259) (34) - (439)

At 31 March 2021 and
1 April 2021

Additions

Transfer from right-of-use
assets

At 31 March 2022

Accumulated depreciation

At 1 April 2020 867 2,423 728 615 588 1,300 6,521

Charge for the year 226 114 96 57 33 223 749
Disposals - 61) (43) (182) (34) - (320)

At 31 March 2021 and
1 April 2021
Charge for the year
Transfer from right-of-use
assets

At 31 March 2022

Net book value
At 31 March 2022

At 31 March 2021 9,227 184 14 17 70 413 9,925
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14A. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

14B.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

The above items of property, plant and equipment after taking into account the residual values, are depreciated on a straight-line

basis at the following rates per annum:

Land and building Over the lease term

Computer equipment 20%
Leasehold improvements

Furniture and fixtures 20%
Office equipment 20%
Motor vehicles 20%

RIGHT-OF-USE ASSETS

Over the shorter of the term of the lease, or 20%

Motor Office
vehicles equipment Premises Total
HK$’000 HK$’000 HK$’000 HK$’000
Carrying amount as at 1 April 2020 654 248 1,181 2,083
Addition upon new leases - 519 490 1,005
Adjustment upon lease modifications - - 618 618
Adjustment upon reassessment of lease - 18 - 18
Adjustment upon early termination of leases - (155) (476) (631)
Depreciation charge (280) (128) (1,254) (1,662)

Carrying amount as at 31 March 2021 and 1 April 2021

Addition upon new leases

Adjustment upon lease modifications
Depreciation charge

Transfer to property, plant and equipment

Carrying amount as at 31 March 2022

559

1,341
1,760

(1,807)
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14B. RIGHT-OF-USE ASSETS (CONTINUED)

15.

2022 2021

HK$’000 HK$’000

Expense relating to short-term leases 1,057
Expense relating to leases of low-value assets, excluding short-term leases

of low value assets 12

Total cash outflow for leases
— within operating cash flows 1,069
— within financing cash flows 1,783

For both years, the Group leases various offices, retail stores, office equipment and motor vehicles for its operations. Lease
contracts are entered into for fixed term of 1 to 5 years. Lease terms are negotiated on an individual basis and contain different
terms and conditions. In determining the lease term and assessing the length of the non-cancellable period, the Group applies the
definition of a contract and determines the period for which the contract is enforceable.

As at 31 March 2021, the Group has pledged a motor vehicle with carrying amount of approximately HK$374,000 under the lease
arrangement. The lease arrangement has been completed during the year ended 31 March 2022.

IMPAIRMENT TESTING ON PROPERTY, PLANT AND EQUIPMENT AND RIGHT-OF-USE ASSETS

During the current year, as a result of the recurring operating losses of the Group, the management of the Group concluded
that there was indication of impairment and conducted impairment assessment on recoverable amount on property, plant and
equipment and right-of-use assets with carrying amounts of approximately HK$9,807,000 and approximately HK$2,248,000,
respectively.

For the purpose of impairment testing, property, plant and equipment and right-of-use assets which set out in Notes 14A and
14B, respectively, have been allocated to one individual cash generating unit in the provision of interior design and fit-out services
in Hong Kong.

The recoverable amount of that cash generating unit has been determined based on the value in use calculation prepared by the
management of the Group. That calculation uses cash flow projections based on financial budgets approved by the management
of the Group covering the following 5 years with a pre-tax discount rate is 11.4% as at 31 March 2022. The annual growth rate
used is approximately 2.2%, which is based on the cash-generating units’ past performance and management expectations for
the market development. The financial model assumes a terminal growth rate of 2.5% taking into account of the inflation rate. The
growth rates and discount rate as at 31 March 2022 have been assessed taking into consideration higher degree of estimation
uncertainties in due to uncertainty on how the COVID-19 pandemic may progress and evolve.

For the year ended 31 March 2022, based on the result of the assessment, management of the Group determined that the
recoverable amount of the cash-generating unit exceeded the carrying amount and thus the management of the Group
determines that there is no impairment is recognised on property, plant and equipment and right-of-use assets. Management of
the Group believes that any reasonably possible change in any of these assumptions would not cause the carrying amount of the
cash generating unit to exceed the recoverable amount of the cash generating unit.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

16. DEFERRED TAX ASSETS (LIABILITIES)

The components of deferred tax assets and liabilities recognised in the consolidated statement of financial position and the
movements during the reporting period are as follows:

Deferred tax assets arising from:

Tax Provision for Expected
depreciation warranties credit losses Total
HK$’000 HK$’000 HK$°000 HK$’000
As at 1 April 2020 - 101 41 142
Credited (charged) to profit or loss 34 124 41) 117

As at 31 March 2021 and 1 April 2021
Charged to profit or loss

As at 31 March 2022

Deferred tax liabilities arising from:

Tax

depreciation

HK$’000

As at 1 April 2020 124
Credited to profit or loss (43)

As at 31 March 2021 and 1 April 2021
Credited to profit or loss

As at 31 March 2022

As at 31 March 2022, the Group has unused tax losses of approximately HK$16,166,000 (2021: approximately HK$13,391,000)
available for offset against future profits. No deferred tax asset has been recognised in respect of the unused tax losses due to
the unpredictability of future profit streams. The tax losses may be carried forward indefinitely.
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17. CONTRACT ASSETS (LIABILITIES)

2022 2021

HK$’000 HK$’000

Contract assets 2,465
Less: Allowance for credit losses (87)
2,428

Contract liabilities 12,842

As at 1 April 2020, contract assets amounted to approximately HK$431,000 (net of allowance for credit losses of approximately
HK$2,000) and contract liabilities amounted to approximately HK$13,060,000.

The contract assets primarily relate to the Group’s right to consideration for work completed and not billed because the rights
are conditioned on factors other than passage of time. The contract assets are transferred to trade receivables when the rights
become unconditional.

The Group classifies these contract assets as current because the Group expects to realise them in its normal operating cycle.

The significant increase (2021: increase) in contract assets in the current year is the result of the increase in ongoing design and
fit-out services at the end of the year.

Details of the impairment assessment of contract assets are set out in Note 28(b).
The Group’s service contracts include payment schedules which require stage payments over the service period once certain
specified milestones are reached. The Group typically requires certain customers to provide non-refundable upfront deposits

range from 60% to 70% of total contract sum as part of its credit risk management policies.

Contract liabilities, that are not expected to be settled within the Group’s normal operating cycle, are classified as current liabilities
based on the Group’s earliest obligation to transfer goods or services to the customers.

The following table shows how much of the revenue recognised relates to carried-forward contract liabilities and how much
relates to performance obligations that were satisfied in prior periods.

2022 2021
HK$’000 HK$’000

Provision of interior design and fit-out services 13,060
L
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

18. TRADE AND OTHER RECEIVABLES

2022 2021

HK$°000 HK$'000

Trade receivables 219
Less: Allowance for credit losses (79)
140

Other receivables, deposits and prepayments 2,488
Less: Allowance for credit losses -
2,488

Total trade and other receivables 2,628

As at 1 April 2020, trade receivables from contracts with customers amounted to approximately HK$430,000 (net of allowance

for credit losses of approximately HK$118,000).

The following is an aged analysis of trade receivables presented based on the invoice dates.

2022 2021

HK$’000 HK$'000

0-30 days 110
31-60 days -
61-90 days -
Over 90 days 30
140

Details of impairment assessment of trade and other receivables are set out in Note 28(b).
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0'[E§T0 THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

19. AMOUNTS DUE FROM RELATED COMPANIES

2022 2021
HK$°000 HK$'000

Amounts due from related companies:

Happy Field Corporation Limited (“Happy Field”) 5
Rising Wing Enterprises Limited (“Rising Wing”) 19
24
2022 2021
HK$°000 HK$'000

Maximum balance outstanding during the year:
Happy Field (5)
Rising Wing 19

Dr. Chan is the common director of Happy Field, Rising Wing and the Company. The amounts due from related companies are
non-trade in nature, unsecured, interest-free and repayable on demand.

Details of impairment assessment of amounts due from related companies are set out in Note 28(b).

20. BANK BALANCES AND CASH

2022 2021

HK$’000 HK$'000

Cash at banks 58,482
Cash on hand 427
Cash and cash equivalents 58,909

Cash at banks earns interest at floating rates based on daily bank deposit rates.

Details of impairment assessment of bank balances are set out in Note 28(b).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

TRADE AND OTHER PAYABLES

2022 2021
HK$’000 HK$'000
Trade payables 10,254
Other payables and accruals 2,836
13,090

The following is an aged analysis of trade payables presented based on the invoice date.
2022 2021
HK$’000 HK$'000
0-30 days 2,188
31-60 days 1,040
61-90 days 1,739
Over 90 days 5,287
10,254

Payment terms granted by suppliers and subcontractors are generally 30 days (2021: 30 days) from the invoice date of the
relevant purchases and services provided.

AMOUNT DUE TO A DIRECTOR

2022 2021
Name of director HK$’000 HK$’000

Dr. Chan -!I 80

Dr. Chan is an executive director and the chairman of the Company. The balance is denominated in HK$. The amount due to a
director is non-trade in nature, unsecured, interest-free and repayable on demand.
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For the year ended 31 March 2022

23. PROVISION FOR WARRANTIES

2022 2021

HK$’000 HK$’000

At 1 April 611
Provision for the year 1,212
Utilisation during the year (853)
Derecognition of unutilised amounts expired during the year (108)
At 31 March 1,362

The Company provides warranties to its customers typically run for initial periods to its customers ranging from 1 year to 3
years on the services provided. The amount of the provision for the warranties is estimated based on sales amounts and

past experience of the level of warranty utilisation. The estimation basis is reviewed on an ongoing basis and revised where
appropriate.

24, BANK BORROWING

2022 2021

HK$’000 HK$'000

Unsecured bank loan 4,000
The carrying amount of the above bank loan that contain a repayment on demand clause

(shown under current liabilities) but repayable:

Within one year 1,144

Within a period of more than one year but not exceeding two years 2,004

Within a period of more than two years but not exceeding five years 852

4,000

During the year ended 31 March 2021, the Group was given a banking facility under the SME Financing Guarantee Scheme by a
bank for a 36-month instalment loan with principal amount of HK$4,000,000. The unsecured bank loan is denominated in HKS$,
interest-bearing at Hong Kong Dollars Best Lending Rate quoted by the bank (“Prime Rate”) minus 2.25% per annum and the
drawdown of the loan was made in August 2020. The bank loan is secured by personal guarantee given by Dr. Chan, being the
chairman, an executive director and substantial shareholder of the Company.

As at 31 March 2022 and 2021, the Group has no unutilised credit facilities.
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26.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

LEASE LIABILITIES

2022 2021
HK$°000 HK$'000

Lease liabilities payable:
Within one year 1,850 731
Within a period of more than one year but not exceeding two years 226 286
Within a period of more than two years but not exceeding five years 208 312

2,284 1,329
Less: Amount due for settlement with 12 months shown under current liabilities (1,850) (731)

Amount due for settlement after 12 months shown under non-current liabilities 434 598

The incremental borrowing rates applied to lease liabilities range from 2.41% to 8.72% (2021: 4.95% to 9.00%).
SHARE CAPITAL

Details of the Company’s authorised and issued ordinary share capital are as follows:

Number of
ordinary shares Share capital
’000 HK$’000

Ordinary shares of HK$0.01 each

Authorised:
At 1 April 2020, 31 March 2021 and 31 March 2022 1,000,000

Issued and fully paid:
At 1 April 2020, 31 March 2021 and 31 March 2022 800,000
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»}NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

27. CAPITAL RISK MANAGEMENT

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to continue as a going concern, so that it
can continue to provide returns for shareholders, to support the Group’s stability and growth; to earn a margin commensurate
with the level of business and market risks in the Group’s operations and to maintain an optimal capital structure to reduce the
cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends to shareholders, return capital
to shareholders, issue new shares, obtain new borrowings or sell assets to reduce debt.

The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as the total of interest-bearing bank borrowing
(Note 24) and lease liabilities (Note 25) divided by the total equity as at the end of each reporting period.

The gearing ratios of the Group are as follows:

2022 2021
HK$’000 HK$’000
Total interest-bearing bank borrowing and lease liabilities 5,329
Total equity 42,868
Gearing ratio 12.4%
28. FINANCIAL INSTRUMENTS
Financial instruments by category
2022 2021
HK$’000 HK$’000
Financial assets
Amortised cost 61,331
Financial liabilities
Amortised cost 18,499
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28.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

FINANCIAL INSTRUMENTS (CONTINUED)
Financial risk management objective and policies

The Group’s major financial instruments include trade and other receivables, amounts due from related companies, bank
balances and cash, trade and other payables, amount due to a director, bank borrowing and lease liabilities. Details of the
financial instruments are disclosed in respective notes. The risks associated with these financial instruments include interest rate
risk, credit risk and liquidity risk. The policies on how to mitigate these risks are set out below. The management of the Group
manages and monitors these exposures to ensure appropriate measures are implemented in a timely and effective manner.

(a) Interest rate risk

The Group is exposed to fair value interest rate risk in relation to lease liabilities (see Note 25 for details). The Group is also
exposed to cash flow interest rate risk in relation to variable-rate bank balances (see Note 20 for details) and variable-
rate bank borrowing (see Note 24 for details). The Group’s cash flow interest rate risk is mainly concentrated on the
fluctuation of interest rates on bank balances and Prime Rate arising from the Group’s borrowing. The Group aims at
keeping borrowings at variable rates. The Group currently does not hedge its exposure to interest rate risks. However, the
management monitors the interest rate risk exposure closely and will consider hedging significant interest rate risk exposure
should the need arise.

Sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to interest rates for interest-bearing bank
borrowing at the end of the reporting period. The analysis is prepared assuming the financial instrument outstanding at the
end of the reporting period were outstanding for the whole year. A 100 basis points increase or decrease in variable-rate
bank borrowing are used and represents management’s assessment of the reasonably possible change in interest rates.
Bank balances are excluded from sensitivity analysis as the management considers that the exposure of cash flow interest
rate risk arising from variable-rate bank balances is insignificant.

If the interest rate on bank borrowing had been 100 basis points higher/lower and all other variables were held constant,

the Group’s post-tax loss for the year ended 31 March 2022 would increase/decrease by approximately HK$29,000 (2021:
approximately HK$40,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

28. FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objective and policies (continued)

(b)

Credit risk and impairment assessment

Credit risk arises mainly from contract assets, trade and other receivables, amounts due from related companies and
bank balances. The Group’s maximum exposure to credit risk in the event of the counterparties’ failure to perform their
obligations as at the reporting dates in relation to each class of recognised financial assets is the carrying amount of those
assets as stated in the consolidated statement of financial position.

Trade receivables and contract assets arising from contracts with customers

In respect of trade receivables and contract assets, collective credit evaluations are performed on all customers. These
evaluations focus on the customer’s financial position, past history of making payments and take into account information
specific to the customer as well as pertaining to the economic environment in which the counterparty operates. Monitoring
procedures have been implemented to ensure that follow-up action is taken to recover overdue debts. In addition, the
Group performs impairment assessment under the ECL model on its financial assets and contract assets. In this regard,
management considers that the Group’s credit risk is significantly reduced.

The Group has concentration of credit risk. As at 31 March 2022, 3 customers (2021: 1 customer) which individually
contributed over 10% of the Group’s aggregate trade receivables and contract assets. The aggregate amounts of trade
receivables and contract assets from these customers amounted to approximately 74% (2021: approximately 57%) of the
Group’s total trade receivables and contract assets as at 31 March 2022.

Other receivables and amounts due from related companies

The management makes periodic individual assessment on the recoverability of other receivables and amounts due from
related companies based on historical settlement records, past experience, and also quantitative and qualitative information
that is reasonable and supportive forward-looking information. The management believes that there are no significant
increase in credit risk since initial recognition and the Group provided impairment based on 12-month ECL.

For the year ended 31 March 2022, ECL on other receivables amounting to approximately HK$3,000 (2021: reversal of
impairment loss of approximately HK$127,000) is recognised in the profit or loss.

For the year ended 31 March 2022 and 2021, the Group assessed the ECL for amounts due from related companies is
insignificant and thus no loss allowance is recognised.

Bank balances

Credit risk on bank balances is limited because the counterparties are reputable banks with high credit ratings assigned by
international credit agencies. The Group assessed 12-month ECL for bank balances by reference to information relating
to probability of default and loss given default of the respective credit rating grades published by external credit rating
agencies. Based on the average loss rates, the 12-month ECL on bank balances is considered to be insignificant and
therefore no loss allowance was recognised/to specify the amount of impairment made.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

28. FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objective and policies (continued)

(b)

Credit risk and impairment assessment (continued)

The Group’s current credit risk grading framework comprises the following categories:

Basis for recognising ECL

Category Description General approach Simplified approach
Performing The counterparty has a low risk of default and does  12-month ECL Lifetime ECL — not credit-
not have any past-due amounts or frequently impaired

repays after due dates but usually settle in full

Doubtful There has been a significant increase in credit risk  Lifetime ECL — not credit- Lifetime ECL — not credit-
since initial recognition impaired impaired

In default There is evidence indicating the asset is credit Lifetime ECL - credit- Lifetime ECL - credit-
Impaired impaired impaired

Write-off There is evidence indicating that the debtor is in Amount is written-off Amount is written-off

severe financial difficulty and the Group has no
realistic prospect of recovery

The tables below detail the credit risk exposures of the Group’s financial assets and contract assets, which are subject to
ECL assessment:

2022 2021

External credit Internal credit 12-month or Gross carrying Gross carrying

Notes rating rating lifetime ECL amount amount
HK$’000 HK$'000

Financial assets at amortised cost

Trade receivables 18 N/A Performing Lifetime ECL - 219
not credit-
impaired
Other receivables 18 N/A Performing 12-month ECL 2,258
Amounts due from 19 N/A Performing 12-month ECL 24
related companies
Bank balances 20 A3 - Aa2 N/A 12-month ECL 58,482
Other item
Contract assets 17 N/A Performing Lifetime ECL - 2,465
not credit-
impaired
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For the year ended 31 March 2022

28. FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objective and policies (continued)

(b) Credit risk and impairment assessment (continued)

O'IZEhO THE CONSOLIDATED FINANCIAL STATEMENTS

The loss allowance for trade and other receivables and contract assets were determined as follows:

Weighted
average
expected credit
loss rate

As at 31 March 2022

Trade receivables 30.82%
Other receivables 0.22%
Contract assets 0.59%

As at 31 March 2021

Gross carrying
amount
HK$’000

Expected
credit loss
HK$’000

Net carrying
amount
HK$’000

Trade receivables 36.07% 219 79 140

Other receivables - 2,258 - 2,258

Contract assets 1.50% 2,465 37 2,428
The movements in the loss allowance for trade and other receivables and contract assets are as follows:

Trade Trade Other Contract

receivables receivables receivables assets

Life-time ECL Life-time ECL 12 months ECL Life-time ECL

(not credit- (credit- (not credit- (not credit-

impaired) impaired) impaired) impaired)

HK$’000 HK$’000 HK$’000 HK$’000

At 1 April 2020 35 83 127 2

(Decrease) increase in loss allowance
recognised in profit or loss during the year (83) 6) (127) 65

At 31 March 2021 and 1 April 2021
Increase (decrease) in loss allowance
recognised in profit or loss during the year

At 31 March 2022

For trade receivables and contract assets, the Group has applied the simplified approach in HKFRS 9 to measure the loss
allowance at lifetime ECL. The ECL on these assets are assessed collectively using a provision matrix with appropriate
groupings based on internal risk characteristics. The expected loss rates are estimated based on historical observed default
rates over the expected life of the debtors and are adjusted for forward-looking information that is available without undue

cost or effort.

Lai Group Holding Company Limited e Annual Report 2022



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

28. FINANCIAL INSTRUMENTS (CONTINUED)

Financial risk management objective and policies (continued)

(c)

Liquidity risk

The Group’s policy is to regularly monitor current and expected liquidity requirements to ensure that it maintains sufficient
reserves of cash to meet their liquidity requirements in the short and long term. Management believes there is no significant
liquidity risk as the Group has sufficient financial resources to fund their operations.

The following table details the remaining contractual maturities at the end of each reporting period of the Group’s financial
liabilities, which are based on contractual undiscounted cash flows (including interest payments computed using contractual
rates) and the earliest date the Group may be required to pay:

On demand Between Between
or within one and two and Carrying
one year two years five years Total amount

HK$°000 HK$’000 HK$’000 HK$’000 HK$°000

As at 31 March 2022
Trade and other payables
Amount due to a director
Bank borrowing

Lease liabilities

As at 31 March 2021

Trade and other payables 13,090 - - 13,090 18,090
Amount due to a director 80 = = 80 80
Bank borrowing 4,000 - - 4,000 4,000
Lease liabilities 780 312 340 1,432 1,329

17,950 312 340 18,602 18,499
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For the year ended 31 March 2022

28.

29.

FINANCIAL INSTRUMENTS (CONTINUED)
Financial risk management objective and policies (continued)
(c) Liquidity risk (continued)

Bank borrowing with a repayment on demand clause are included in the “on demand or within one month” time band in
the above maturity analysis. As at 31 March 2022, the aggregate carrying amount of the bank borrowing amounted to
approximately HK$2,856,000 (2021: HK$4,000,000). Taking into account the Group’s financial position, the management
does not believe that it is probable that the banks will exercise their discretionary rights to demand immediate repayment.
The management believes that such bank borrowing will be repaid within two years after the end of the reporting period in
accordance with the scheduled repayment dates set out in the loan agreements, details of which are set out in the table
below:

Maturity Analysis - Bank borrowing with a repayment on demand clause
based on scheduled repayments

Total
Less than one Between one Between two undiscounted Carrying
year and two years and five years cash outflows amount
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
At 31 March 2022
At 31 March 2021 1,246 2,058 857 4,161 4,000

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted pursuant to a resolution passed on 24 March 2017. The
Scheme is to attract and retain the best available personnel, to provide additional incentive to the eligible participants under the
Scheme.

Under the Scheme, the Directors may at their absolute discretion and subject to the terms of the Scheme, grant options to
any employees (full-time or part-time), directors, consultants, advisors, distributors, contractors, suppliers, agents, customers,
business partners or service providers of the Group, to subscribe for shares of the Company. The eligibility of any participants to
the grant of any options shall be determined by the Directors (or as the case maybe, the independent non-executive directors of
the Company) from time to time on the basis of the directors’ opinion as to their contribution or potential to the development and
growth of the Group.

The aggregate number of the Company’s shares which may be issued upon exercise of all outstanding options granted and
yet to be exercised under the Scheme and any other share options schemes of the Company must not exceed 30% of the
Company’s shares in issue from time to time. No options may be granted under the Scheme or any other share options schemes
of the Company if this will result in the limit being exceeded. The maximum number of shares issuable upon exercise of all options
to be granted under the Scheme and any other share option schemes of the Company as from the adoption date must not in
aggregate exceed 10% of all the shares in issue upon the date on which the shares are listed and permitted to be dealt in the
Stock Exchange. The 10% limit may be refreshed at any time by approval of the Company’s shareholders in general meeting
provided that the total number of the Company’s shares which may be issued upon exercise of all options to be granted under
the Scheme and any other share options schemes of the Company must not exceed 10% of the Company’s shares in issue as at
the date of approval of the refreshed limit.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

SHARE OPTION SCHEME (CONTINUED)

The total number of shares issued and to be issued upon exercise of the options granted to each participant (including both
exercised and outstanding options) under the Scheme or any other share option schemes of the Company in any 12-month
period up to date of grant shall not exceed 1% of the shares of the Company in issue. Where any further grant of options to a
participant under the Scheme would result in the shares issued and to be issued upon exercise of all options granted and to be
granted to such participant (including exercised, cancelled and outstanding options) in the 12-month period up to and including
the date of such further grant representing in aggregate over 1% of the shares in issue, such further grant must be separately
approved by shareholders of the Company in general meeting with such participant and his/her close associates abstaining from
voting.

Share options granted to a director, chief executive or substantial shareholder of the Company, or any of their respective associates
must be approved by the independent non-executive directors of the Company (excluding any independent non-executive
director who is the grantee). Where any share options granted to a substantial shareholder or an independent non-executive director
of the Company, or any of their respective close associates would result in the total number of shares issued and to be issued
upon exercise of all options already granted and to be granted (including options exercised, cancelled and outstanding) under the
Scheme and any other share option schemes of the Company to such person in any 12-month period up to and including the
date of such grant representing in aggregate over 0.1% of the shares of the Company in issue and having an aggregate value in
excess of HK$5 million must be approved by the Company’s shareholders at the general meeting of the Company, with voting to
be taken by way of poll.

The offer of a grant of share options might be accepted in writing within 7 days from the date of the offer. An option may be
exercised in accordance with the terms of the Scheme at any time during a period as the Directors may determine which shall not
exceed ten years from the date of grant subject to the provisions of early termination thereof. A nominal consideration of HK$1 is
payable on acceptance of the grant of an option with a remittance in favour of the Company within such time as may be specified
in the offer (which shall not be later than 7 days from the date of the offer).

The subscription price shall be a price solely determined by the board of directors of the Company and notified to a participant
and shall be at least the highest of: (i) the closing price of the Company’s shares as stated in the Stock Exchange’s daily
quotations sheet on the offer date; (i) the average closing prices of the Company’s shares as stated in the Stock Exchange’s daily
quotations sheets for the 5 business days immediately preceding the offer date; and (i) the nominal value of the Company’s share
on the offer date.

The Scheme shall be valid and effective for a period of ten years commencing on 24 March 2017, subject to early termination
provisions contained in the Scheme.

No share option was granted, exercised, cancelled or lapsed during the years ended 31 March 2022 and 2021 and there was no
share option outstanding as at 31 March 2022 (2021: Nil).

RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund (“MPF”) scheme established under the Mandatory Provident Fund Scheme
Ordinance for all qualifying employees in Hong Kong. The assets of the MPF scheme are held separately from those of the Group,
in funds under the control of trustees. The Group contributes monthly to MPF scheme at the lower of HK$1,500 per month or 5%
of relevant payroll costs for each employee, which the contribution is matched by employees.

At 31 March 2022 and 2021, the Group had no forfeited contribution available to reduce its contributions to the retirement benefit
schemes in future years.

The total expense recognised in profit or loss of approximately HK$482,000 (2021: approximately HK$522,000) represents
contributions payable to the MPF scheme by the Group at rates specified in the rules of the scheme.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

31.

32.

CHANGES IN OWNERSHIP INTEREST IN A SUBSIDIARY

Acquisition of interest in a subsidiary without change of control

For the year ended 31 March 2022

On 31 March 2022, the Group acquired 25% of shareholding of New Base Enterprises Limited (“New Base”) from Lui Tun Yun,
the non-controlling shareholder of New Base, at a consideration of HK$25. This resulted in an increase in the Group’s equity

interest in New Base from 75% to 100%.

A schedule of the effect of acquisition of interest is in a subsidiary without change of control is as follow:

HK$'000
Carrying amount of non-controlling interests acquired 70
Less: Consideration paid =
Difference recognised in other reserve 70

* Amount less than HK$1,000
RELATED PARTY TRANSACTIONS

(@) Save as disclosed in elsewhere in the consolidated financial statements, the Group has entered into the following significant
transactions with related parties during the years ended 31 March 2022 and 2021 are as follows:

Nature of transaction 2022 2021
HK$’000 HK$'000
Mr. Kwan (Note) Revenue 496

Notes:

(i) For the year ended 31 March 2021, Mr. Kwan, an independent non-executive director of the Company, has been a customer of the
Group.

(ii) The revenue is based on the agreement entered into between the parties involved.
(b) Compensation of key management personnel
Key management of the Group includes the Directors and senior executives. Details of their remuneration are disclosed

in Note 10. The remuneration of the Directors and senior executives is determined by the remuneration committee of the
Company having regard to the performance of individuals and market trends.
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33. STATEMENT OF FINANCIAL POSITION AND RESERVES OF THE COMPANY

2022 2021
HK$°000 HK$'000

Non-current asset

Investment in a subsidiary 1,245
Current assets
Prepayments 113
Amount due from a subsidiary 176
Bank balances and cash 32,671
32,960
Current liabilities
Accruals 251
Amount due to a subsidiary -
251
Net current assets 32,709
Net assets 33,954
Capital and reserves
Share capital 8,000
Reserves (Note a) 25,954
Total equity 33,954

The statement of financial position of the Company was approved and authorised for issue by the Board of Directors on 22 June
2022 and are signed on its behalf by:

Dr. Chan Lai Sin Ms. Wan Pui Chi
Director Director
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For the year ended 31 March 2022

TE HE CONSOLIDATED FINANCIAL STATEMENTS

33. STATEMENT OF FINANCIAL POSITION AND RESERVES OF THE COMPANY (CONTINUED)

(a) Reserves movement of the Company

Share Other Accumulated
premium reserve losses Total
HK$’000 HK$°000 HK$’000 HK$’000
At 1 April 2020 44,419 (4,755) (11,469) 28,195
Loss and total comprehensive expense
for the year - - (2,241) (2,241)

At 31 March 2021 and 1 April 2021
Loss and total comprehensive expense

for the year

(4,755)

= (2,112)

At 31 March 2022

(4,755)

34. PARTICULARS OF SUBSIDIARIES

The following is a list of the principal subsidiaries as at 31 March 2022:

(13,710)

(15,822)

25,954

(2,112)
23,842

Principal
activities

Place of Paid up issued/
incorporation/ registered Proportion of ownership interest and
Name of subsidiary operations capital voting power held by the Company
Directly Directly Indirectly Indirectly
2022 2021 2022 2021
Kingsky Group Limited  Seychelles Ordinary share -
(“Kingsky”) of United
States dollars
(“US$”)100
Fame Protector Limited  Seychelles Ordinary share of 100%
US$100
Globe Sense Limited Hong Kong Ordinary share of 100%
HK$1,000
Smart Will Engineering  Hong Kong Ordinary share of 100%
Limited HK$100,000
Best Famous Hong Kong Ordinary share of 100%
Engineering Limited HK$100
New Base (Note a) Hong Kong Ordinary share of 75%
HK$100
BMETRALEMSRET  The PRC Registered capital 100%

(R BRAF)

* Wholly foreign owned enterprise

of HK$5,000,000
(Note b)
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35.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2022

PARTICULARS OF SUBSIDIARIES (CONTINUED)

Notes:

(a) On 31 March 2022, Kingsky, a wholly-owned subsidiary of the Group, acquired an additional 25% of equity interests of New Base and
therefore New Base becomes an indirect wholly-owned subsidiary of the Company. Details are disclosed in Note 31.

(b) The registered capital has not been paid up at 31 March 2022 and 2021.

() The Directors consider that the non-controlling interests of the Group during the reporting period were insignificant to the Group and thus no
summarised financial information of the non-wholly owned subsidiary is required to be presented in the consolidated financial statements.

RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities arising from financing activities, including both cash and non-cash
changes. Liabilities arising from financing activities are those for which cash flows were, or future cash flows will be, classified in
the Group’s consolidated statement of cash flows as cash flows from financing activities.

Bank Lease
borrowing liabilities Total
HK$’000 HK$’000 HK$’000
At 1 April 2020 - 2,032 2,032
Financing cash flows
— Bank loan raised 4,000 — 4,000
— Repayment of lease liabilities - (1,783) (1,783)
— Interest paid on bank borrowing (63) - (63)
3,937 (1,783) 2,154
Non-cash changes
— New leases entered/lease modified/lease reassessed - 1,641 1,641
— Early termination of leases - (652) (652)
— Interest expenses (Note 8) 63 91 154
63 1,080 1,143
At 31 March 2021 and 1 April 2021 1,329 5,329
Financing cash flows
— Repayment of lease liabilities - (2,248) (2,248)
— Repayment of bank borrowing (1,144) - (1,144)
— Interest paid on bank borrowing (102) - (102)
(1,246) (2,248) (3,494)
Non-cash changes
— New leases entered/lease modified 3,101 3,101
— Interest expenses (Note 8) 102 204

3,203 3,305

At 31 March 2022 2,284 5,140
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36. CAPITAL COMMITMENT

2022 2021
HK$’000 HK$'000

Contracted for but not provided in the consolidated financial statements:
Unpaid registered capital of a subsidiary (Note 34(b)) 5,000

37. MAJOR NON-CASH TRANSACTIONS

During the year ended 31 March 2022, the Group entered into one new lease agreement and renewed three lease agreements for
the use of leased properties for lease term ranging from one year to two years. Upon the lease commencement/modification, the
Group recognised right-of-use assets and lease liabilities of approximately HK$3,101,000 and approximately HK$3,101,000 (2021:
approximately HK$1,641,000 and approximately HK$1,641,000) respectively.

38. COMPARATIVE FIGURES

During the year ended 31 March 2022, for enhancing the relevance of the presentation of the consolidated financial statements,
reclassifications have been made to certain comparative figures presented in the consolidated financial statements in respect
of the prior year to achieve comparability with the current year’s presentation. As a result, the following line items regarding
comparative figures have been amended and adjusted, together with the related notes to conform to the current year’s

presentations:
Previous
reported Reclassification As restated
HK$’000 HK$’000 HK$’000
Consolidated statement of financial position
— Bank borrowing — current liabilities 852 3,148 4,000
— Bank borrowing — non-current liabilities 3,148 (8,148) -
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