


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 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 KNK Holdings Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing of
Securities on the GEM (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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DNEIER
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EXECUTIVE DIRECTOR STATEMENT
HITESRE

Dear Shareholders,

On behalf of the board of Directors (the “Board” or “Directors”) of
the Company, | am delighted to present to you the annual report of
the Company and its subsidiaries (collectively the “Group”) for the
year ended 31 March 2022 (“Year”).

REVIEW

The Group was successfully listed on GEM on 12 December 2016.
The proceeds raised have strengthened the cash position of the
Group with the aim of recruiting additional professional staff to
provide services to both existing and new customers.

For the year ended 31 March 2022, the Group recorded an
decrease in revenue of approximately HK$5.4 million or 13.1% to
approximately HK$35.8 million compared with the previous financial
year. Such decrease was mainly due to the revenue contribution
from projects with relatively small contract sum. At the same time,
the Group incurred a gross profit margin of approximately 28.8% in
the Year compared with a gross profit margin of approximately 7.9%
last year.

The Group recognised a profit of approximately HK$0.6 million
for the year ended 31 March 2022 compared with a loss of
approximately HK$13.1 million for the year ended 31 March 2021.
The turnaround from loss to profit was mainly attributed from (i)
increase of gross profit; (i) reduce of administrative expenses;
and (iii) absence of shared loss of associates incurred in the same
period last year.

The responsible Director and senior management are aware
of the regulatory reporting and compliance requirements in
the architectural industry, and will continue to keep abreast of
their development in additional to change of general business
environment.
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EXECUTIVE DIRECTOR STATEMENT
HITESHRE

OUTLOOK

Going forward, the Group will continue to focus on our existing
businesses and look for opportunities to expand the services in
the architectural industry based on the assumption that we can
recruit enough competent professional staff to join us and maintain
our reputation in the industry in order to maximise returns to our
shareholders in the long run.

On behalf of the Board, | would like to take this opportunity to
express my sincere gratitude to the Group’s shareholders, bankers,
customers and business partners for their continuous support,
and to our management and staff members for their diligence,
dedication and contribution to the growth of the Group.

Chung Yuk Lun
Director

Hong Kong, 19 August 2022
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MANAGEMENT DISCUSSION AND ANALYSIS

BERE WA

BUSINESS REVIEW AND OUTLOOK

The Group is principally engaged in the provision of comprehensive
architectural and structural engineering consultancy services in
Hong Kong. During the financial year ended 31 March 2022, the
Group continued to focus on developing business opportunities
with existing customers as well as working on those referrals from
them. At the same time, the Group plans to expand the types of
architectural-related services when opportunities arise.

Revenue of the Group decreased by approximately HK$5.4 million
or 13.1% from approximately HK$41.2 million for the year ended 31
March 2021 to approximately HK$35.8 for the year ended 31 March
2022. The Group recorded a profit for the year ended 31 March
2022 of approximately HK$0.6 million, representing approximately
HK$13.7 million increase as compared with a loss of approximately
HK$13.1 million incurred for the year ended 31 March 2021. The
reasons of such changes are set out in the section Financial Review
below.

Going forward, while actively exploring new businesses
opportunities, the Group also plans to extend its business reach
and expand service coverage to lay a foundation for our long-term
development. These strategic directions aim to capture new
business opportunities in the market and contribute satisfactory
long-term returns to our shareholders. Riding on the advantageous
geographical location and the recovery momentum in both Hong
Kong and mainland China economies, the Group will not limit
its development in Hong Kong but also explore new business
opportunities in mainland China to widen the Group’s revenue base.

Despite the fact that there is an improving sign on the development
of COVID-19 recently, the future development of the political
and economic environment still remain uncertain. The Group will
continue to seek a minimum risk exposure by bargaining better
terms from sub-contractors, minimising expenses, securing projects
and closely monitoring recoverability of the receivables to keep the
operations of the Group as usual.
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MANAGEMENT DISCUSSION AND ANALYSIS

ERETRE

AT

FINANCIAL REVIEW
Revenue

The Group’s revenue is generated from the contract revenue from
provision of comprehensive architectural and structural engineering
consultancy services in Hong Kong, including licensing consultancy,
alteration and addition works and minor works consultancy,
inspection and certification and other architectural related
consultancy.

The Group’s total revenue for the year ended 31 March 2022 was
approximately HK$35.8 million (2021: approximately HK$41.2
million), representing approximately HK$5.4 million or 13.1%
decrease compared to the financial year ended 31 March 2021.
Such decrease was mainly due to the revenue contribution from
projects with relatively small contract sum.

The gross profit margin of the Group for the year ended 31 March
2022 was approximately 28.8% (2021: gross profit margin was
approximately 7.9%). Such increase was mainly due to contribution
from relatively small contract sum projects with higher profit margin.

General and administrative expenses

The Group’s total general and administrative expenses for the
year ended 31 March 2022 was approximately HK$9.3 million
(2021: approximately HK$14.6 million), representing a decrease
of approximately HK$5.3 million or 36.3% when compared to the
corresponding period in 2021. Such decrease was mainly due
to decrease in (i) legal and professional fees on handling various
compliance and legal issues; and (ii) listing compliance fee.

Profit for the year

The Group recorded a net profit attributable to owners of the
Company of approximately HK$0.6 million for the year ended 31
March 2022 (2021: net loss attributable to owners of the Company
of approximately HK$13.1 million). The turnaround from loss to profit
was mainly attributed from (i) increase of gross profit; (i) reduce
of administrative expenses; and (iii) absence of shared loss of
associates incurred in the same period last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BERE WA

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

During the year ended 31 March 2022, the Group financed its
operations by cash flow from operating activities and equity
financing by placing. As at 31 March 2022, the Group had net
current assets of approximately HK$3.3 million (2021: net current
liabilities of approximately HK$7.2 million), including cash and cash
equivalents of approximately HK$3.1 million (2021: approximately
HK$2.6 million). The current ratio, being the ratio of current assets
to current liabilities, was approximately 1.4 times as at 31 March
2022 (2021: approximately 0.5 times). The increase in current
ratio mainly due to increase of trade and other receivables and
repayment of term loan. The gearing ratio, being total debts over
the equity, was approximately 0.6 times as at 31 March 2022 (2021:
N/A).

The capital of the Group comprises only ordinary shares.
Total equity attributable to owners of the Company amounted
to approximately HK$8.5 million as at 31 March 2022 (2021:
approximately HK$2.2 million deficit).

EMPLOYEE INFORMATION

Total staff and Directors’ remuneration for the year ended 31 March
2022 was approximately HK$18.2 million (2021: approximately
HK$18.9 million). Such decrease was mainly due to the decrease in
staffs’ salaries. The Group’s remuneration policies are formulated
on the basis of performance, qualifications and experience of
individual employee and make reference to the prevailing market
conditions. Our remuneration packages comprise monthly fixed
salaries and discretionary year-end bonuses based on individual
performance, which are paid to employees as recognition of, and
reward for, their contributions.

CHARGES ON THE GROUP’S ASSETS

The Group did not have any charge arranged with any financial
institution in Hong Kong as at 31 March 2022 (2021: Nil).

FOREIGN EXCHANGE EXPOSURE

The revenue and business costs of the Group were principally
denominated in Hong Kong dollars, and as such the exposure to
the risk of foreign exchange rate fluctuations for the Group was
minimal. Hence, no financial instrument for hedging was employed.
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MANAGEMENT DISCUSSION AND ANALYSIS

AT

ERETRE

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year ended 31 March 2022, neither the Company nor
any of its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities.

CONTINGENT LIABILITIES

No material contingent liability had come to the attention of the
Directors in the year ended 31 March 2022 and up to the date of
this report.

EVENT AFTER THE REPORTING PERIOD

Save as disclosed herein, up to the date of this report, there was no
significant event relevant to the business or financial performance
of the Group that comes to the attention of the Directors after the
year ended 31 March 2022.

EQUITY FUND RAISING ACTIVITIES AND USE
OF PROCEEDS

Placing of new shares under general mandate

On 2 August 2021, the Company raised net proceeds of
approximately HK$10.02 million from its placing (“Placing”) of
75,000,000 new Shares (“Placing Shares”) under the general
mandate granted to the Directors at the annual general meeting
of the Company held on 30 September 2021 to not less than six
independent placees at the placing price of HK$0.137 each per
Placing Share. The closing price per share of the Company on the
Stock Exchange on 2 August 2021 was HK$0.171. The net price
per Placing Share was approximately HK$0.134. Completion of the
Placing took place on 20 August 2021. For further details of the
Placing, please refer to the announcements of the Company dated
2 August 2021 and 20 August 2021.

As at 31 March 2022, the net proceeds from placing had been
utilized as follows:

Actual proceed
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CORPORATE GOVERNANCE REPORT

SRERRE

Pursuant to Rule 18.44 of the GEM Listing Rules, the Board is
pleased to present this corporate governance report for the year
ended 31 March 2022. This report highlights the key corporate
governance practices of the Company.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to achieving high standards of
corporate governance to safeguard the interests of the shareholders
and enhance its corporate value. The Company’s corporate
governance practices are based on the principles and code
provisions as set out in the Corporate Governance Code under
Appendix 15 of the GEM Listing Rules (the “CG Code”).

The Company had complied throughout the Year with all the code
provisions as set out in the CG Code except with the following
deviation:—

(1) Code provision A.2.1

Code provision A.2.1 requires that the roles of chairman
and chief executive should be separate and should not be
performed by the same individual. No chairman nor chief
executive are appointed by the Company.

All executive Directors, being Mr. Chung Yuk Lun, Mr. Cao
Dayong and Mr. Poon Kai Kit, Joe (who resigned on 25
August 2021) provide the Board with strong and consistent
leadership to ensure that the Board works effectively and
acts in the interest of the Company. At the same time, they
are responsible for formulation of corporate strategy and
business development. The daily operation and management
of the Company is monitored by the executive Directors as
well as the senior management. All Directors (including the
independent non-executive Directors), being experienced
individuals, are encouraged to make active contributions to
the Board’s affairs and promoting a culture of openness and
debate. Based on the above, the Board is of the view that
although no chairman nor chief executive are appointed,
the balance of power and authority of the Board is ensured
and believes the current structure (with proper delegation
authorities to the management and effective supervision by
the Board and its committees) functions effectively and that
no change to current structure is required.
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CORPORATE GOVERNANCE REPORT

i

(2)

3)

12

e ﬁﬁiséxiﬁd:

Code provision C.2.5

Code provision C.2.5 stipulates that a listed company should
have an internal audit function. Prior to the year ended 31
March 2021, the Company has outsourced the internal
audit function on analysis and independent appraisal of the
adequacy and effectiveness of its risk management and
internal control systems to independent professional firm(s).
For the Year, the Company has performed such function by
internal resources with reference to the policy and procedures
manuals of the Company.

Rules 5.05(1) and 5.28 of GEM Listing Rules

Following the retirement of Mr. Lee Pui Chung on 23 August
2021, the Company failed to meet the requirements of (i)
having at least three independent non-executive Directors on
the Board under rule 5.05(1) of the GEM Listing Rules and
(i) having a minimum of three non-executive directors in the
Audit Committee under rule 5.28 of the GEM Listing Rules.

Following the appointment of Ms. Mabel Lee as an
independent non-executive Director and a member of the
Audit Committee on 10 November 2021, the Company has
complied with the requirements of Rules 5.05(1) and 5.28 of
the GEM Listing Rules.
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(4) Rule 5.24 of GEM Listing Rules

According to Rule 5.24 of the GEM Listing Rules,
the Company must at all time retain two authorised
representatives. Following the resignation of Mr. Poon Kai Kit,
Joe as an authorised representative of the Company on 25
August 2021, the Company did not comply with Rule 5.24 of
the GEM Listing Rules.

Following the appointment of Mr. Cao Dayong as an
authorised representative of the Company on 20 January
2022, the Company has complied with the requirements of
Rules 5.24 of the GEM Listing Rules.

Model Code for Securities Transactions by
Directors

The Company has adopted the required standard of dealings as set
out in Rules 5.48 to 5.67 of the GEM Listing Rules as its code of
conduct for dealing in securities of the Company by the Directors
(“Model Code”). Having made specific enquiries to the Directors, all
of them confirmed they had complied with the required standard of
dealings as set out in the Model Code throughout the Year.
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BOARD OF DIRECTORS
Composition of the Board

Up to the date of this annual report, the Board comprises two
executive Directors and three independent non-executive Directors.
Details of their composition by category are as follows:

Executive Directors

Mr. Chung Yuk Lun
Mr. Cao Dayong

Independent non-executive Directors

Ms. Lai Pik Chi, Peggy
Ms. Chan Yuk Chun
Ms. Mabel Lee

The biographical details of the Directors are set out under the
section headed “Biographies of Directors and Senior Executives” in
this report.

The updated list of Directors and their role and function are
published at the HKEXnews website (www.hkexnews.hk) and the
Company’s website (www.knk.com.hk).

The Company has arranged appropriate insurance cover in respect
of legal action against the Directors.

BOARD DIVERSITY POLICY

The Company has adopted a Board Diversity Policy in order
to enhance the quality of Board’s performance and to achieve
sustainable and balanced development of the Group.

Policy Statement

The Company believes that a balanced and diversified board
composition can provide different and relevant perspectives and
insights that facilitates the Board to discharge its duties and
responsibilities effectively.

The Company sets out a range of factors and aspects in
considering, determining and assessing the Board diversity,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge
and length of service, and any other factors that the Board may
consider relevant and applicable from time to time.
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Measurable Objective

The ultimate decision will be based on merit and contribution
that the selected candidates will bring to the Board, having due
regard to the benefits of diversity on the Board, including the
consideration of increasing the proportion of female members over
time. The Board will also consider having an appropriate proportion
of directors with direct experience of the Group’s business, with
different ethnic, professional and industry backgrounds.

Review, Monitoring and Disclosure

The Nomination Committee is responsible for reviewing the Board
Diversity Policy and monitoring the related implementation and
progress made towards achieving the measurable objectives from
time to time.

Our Board Diversity Policy is also published on the Company’s
website.

As of 31 March 2022, our Board has achieved a female-to-male
gender ratio of 60:40 and our Directors have collaborated different
skills and experiences individually and collectively, including
but not limited to financial and accounting, legal and business
administration.

Independent Non-executive Directors

In compliance with Rules 5.05(1) and (2), and 5.05A of the GEM
Listing Rules, the Company has appointed three independent non-
executive Directors representing at least one-third of the Board, and
with at least one of them possessing the appropriate professional
qualifications or accounting or related financial management
expertise. The independent non-executive Directors, together with
the executive Directors, ensure that the Board prepares its financial
and other mandatory reports in strict compliance with the relevant
standards. The Company has received an annual confirmation
of independence from each of the independent non-executive
Directors and believes that their independence satisfies the criteria
set out in Rule 5.09 of the GEM Listing Rules.
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The Board

The Board has the responsibility for leadership and control of the
Group. The Directors are collectively responsible for promoting the
success of the Group by directing and supervising the Group’s
affairs. The Board is accountable to shareholders of the Company
(the “Shareholders”) for the strategic development of the Group
with the goal of maximizing long-term Shareholders’ interest, while
balancing broader stakeholder interests. The Board has delegated
the day-to-day responsibility to the executive Directors and senior
management of the Company who meet on a regular basis to
review the financial results and performance of the Group and
make financial and operational decisions for the implementation
of strategies and plans approved by the Board. The Board also
communicates with the Shareholders and regulatory bodies and
makes recommendations to the Shareholders on issues relating to
interim and final dividends.

Board Meetings and Attendance

The Board meets in person or through electronic means of
communication to determine overall strategic direction and
objectives and approve quarterly, interim and annual results, and
other significant matters. The Board held 9 meetings during the
year ended 31 March 2022.

The Board meets regularly on a quarterly basis. Notice of at least
14 days is given to all Directors for a regular Board meeting. Apart
from the regular Board meetings, the Board also meets on other
occasions when a Board-level decision on a particular matter is
required. For such, reasonable notice is given. All Directors have full
and timely access to all relevant information as well as the advice
and services of the company secretary of the Company (“Company
Secretary”), senior management and compliance officer of the
Company who are responsible for ensuring the compliance of the
Company with the GEM Listing Rules and advising the Board on
compliance matters. Directors are also provided with access to
independent professional advice, where necessary, in carrying out
their obligations as Directors of the Company. Any Directors and
their associates who are considered to have conflict of interests
or material interests in the proposed transactions or issues to be
discussed in the Board meetings shall abstain from voting on the
relevant resolutions and are not to be counted in the quorum at
meetings.
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At least 3 days (or such other period as agreed in advance)
before each Board meeting, draft agenda is sent to all Directors
in order to allow the Directors to include any other matters in the
agenda for discussion and approval at the meeting. To enable the
Directors to make informed decisions, Board papers together with
all appropriate and relevant information in relation to the matters of
the meeting are sent to all Directors 3 days or such other period
as agreed before each Board meeting such that the Directors have
sufficient time to review the related documents and be adequately
prepared for the meeting.

The Company Secretary is responsible to keep minutes of all Board
meetings and committees meetings. Draft minutes are normally
circulated to all Directors for comments within a reasonable time
after each meeting and the final versions are open for Directors’
inspection.

Relationships between the Board

There are no financial, business, family or other material
relationship among the Directors. The biographical details of each
of the Directors are set out in the section headed “Biographies of
Directors and Senior Executives” of this annual report.

Directors’ Continuing Professional
Development Programme

Each Director receives comprehensive and formal induction and
orientation to ensure he/she adequately understand the operations
and business of the Group. The Company also provided detailed
director’s responsibilities and obligations statement pursuant
to the GEM Listing Rules for the Director to review and study.
In addition, materials in relation to regularly update on latest
development in relation to the GEM Listing Rules, other applicable
regulatory requirements and the Group’s business and governance
policies (the “Reading Materials”) were circulated to the Directors.
Continuing briefings and seminars for the directors will be arranged
as necessary. The Directors are encouraged to participate in
continuous professional developments to develop and refresh their
knowledge and skills periodically.
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During the year ended 31 March 2022, the Directors participated in
the continuous professional developments in the following manner:

BE-_E-_—_F=A=1+—HIEE BFN
THFRZEFEEEERTE

Attending
seminars/
Reading courses/
Name Materials conferences
HEEHE
& B B AR RE g8
Executive Directors BITES
Mr. Chung Yuk Lun BRI AE v v
Mr. Cao Dayong BKRE 5‘!’:%
(appointed on 20 January 2022) (R=ZFE=Z—F—HA=1HEZF) v v
Mr. Poon Kai Kit, Joe 5%%51%5‘&&
(resigned on 25 August 2021) (R=ZFZ—FNNA=ZF+AHHFF) v v
Independent non-executive Directors E VEBTES
Ms. Lai Pik Chi, Peggy B2+ v v/
Ms. Chan Yuk Chun W EFyx+t v v
Ms. Mabel Lee TRE L
(appointed on 10 November 2021) (R=ZF=Z—F+—A+HEZF) v v
Mr. Lee Pui Chung éfﬁfﬂ@?ﬁﬂi
(resigned on 23 August 2021) (R=ZF=Z—FNNA=Z+=HE) v v
APPOINTMENT AND RE-ELECTION OF EENEEREE

DIRECTORS

In accordance with the Articles of Association of the Company
(“Articles”), at each general meeting, one third of the Directors for
the time being and any Directors appointed to fill a casual vacancy
on the Board or appointed as an addition to the Board should be
subject to election by shareholders at the following general meeting
after his appointment (or if their number is not a multiple of three,
then the number nearest to but not less than one third) shall retire
from office by rotation provided that every Director shall be subject
to retirement at an annual general meeting at least once every three
years. The Directors to retire by rotation shall include any Director
who wishes to retire and not offer himself for re-election. Any
further Directors so to retire shall be those who have been longest
in office since their last re-election or appointment but as between
persons who became or were last re-elected Directors on the
same day, those to retire will (unless they otherwise agree among
themselves) be determined by lot.
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BOARD COMMITTEES

The Board has established the Audit Committee, the Nomination
Committee and the Remuneration Committee in order to maintain
high standard of corporate governance within the Company.

Audit Committee

The Audit Committee has been established with written terms of
reference in compliance with Rules 5.28 of the GEM Listing Rules
and code provision C.3.3 and C.3.7 of the CG Code. The Audit
Committee currently comprises three independent non-executive
Directors and is chaired by Ms. Lai Pik Chi, Peggy. The other
members are Ms. Mabel Lee and Ms. Chan Yuk Chun.

The primary duties of the audit committee are to make
recommendations to the Board on the appointment, reappointment
and removal of external auditors; review the financial statements of
the Company and areas involving judgements in respect of financial
reporting; and oversee financial reporting system, internal control
procedures, risk management system and continuing connected
transactions of the Company. All members of the Audit Committee
are appointed by the Board.

The Audit Committee has met its responsibilities to review the
Group’s quarterly reports, interim report and audited annual
results for the year ended 31 March 2022 and provided advice and
comments thereon.
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A summary of work performed by the Audit Committee during the
Year is set out as follows:

(i) recommended to the Board on the re-appointment of auditor;

oversight of risk management and internal control systems,
assessment on any potential special risks to be encountered
by the Company and review on the effectiveness of the risk
management and internal control system;

reviewed with the external auditor on the effectiveness of
audit process and the accounting principles and practices,
the accuracy and fairness of the annual consolidated financial
statements for the year ended 31 March 2022; and

(i)

(iv)

reviewed the first quarterly, interim and third quarterly results
of the Company for the year ended 31 March 2022.

The Audit Committee held 4 meetings during the year ended 31
March 2022.

Nomination Committee

The Nomination Committee has been established with written
terms of reference in compliance with code provision A.5.2 of the
CG Code. The Nomination Committee currently comprises three
independent non-executive Directors and is chaired by Ms. Chan
Yuk Chun. The other members are Ms. Mabel Lee and Ms. Lai Pik
Chi, Peggy.

The primary duties of the nomination committee are to review the
structure, size and composition of the Board on regular basis;
identify individuals suitably qualified to become Board members;
assess the independence of independent non-executive Directors;
and make recommendations to the Board on relevant matters
relating to the appointment or re-appointment of Directors. All
members of the Nomination Committee are appointed by the Board.

During the year ended 31 March 2022, the Nomination Committee
reviewed and discussed the structure, size and composition of
the Board; made recommendation on the appointment of new
Directors and re-election of the retiring Directors; and confirmed
the independence of the independent non-executive Directors. The
Nomination Committee held 3 meetings during the year ended 31
March 2022.
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NOMINATION POLICY AND PROCEDURES

The Board has adopted a Nomination Policy that sets out the
principles, criteria and procedures for selecting, assessing, and/
or recommending Board candidates. The Nomination Committee
is responsible for evaluating a series of key factors, including but
not limited to the following criteria, in the process of selecting,
assessing, and/or recommending Board candidates.

(i) Skill, experience, qualifications and achievements that are
relevant and appropriate for the business operations of the
Group;

(i) Commitments and independence;
(i) Reputation and integrity;
(iv)  The Board Diversity Policy (as mentioned above); and

(v)  any other relevant and material factors as may be considered
by the Nomination Committee.

The Board has also established nomination procedures summarized
as follows:

(@) Appointment of New Director

The Nomination Committee must evaluate the proposed
candidate based on the selection criteria mentioned
above and make recommendations to the Board regarding
whether the proposed candidates are fit and proper for the
directorship appointment.

(b) Re-election of Director at General Meeting

Retiring Directors are eligible for nomination by the Board to
stand for re-election at the general meeting according to the
Articles of the Company.

The Nomination Committee and/or the Board should review
the overall contribution, participation and performance
of the retiring Director and the Board should then make
recommendation to the Shareholders in respect of the
proposed re-election of Director at the general meeting.
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The Company will send out a circular to shareholders
providing information of the candidates nominated by
the Board to stand for election at a general meeting. The
information provided includes but not limited to the names,
brief biographies, independence, proposed remuneration and
any other material information of the proposed candidates.
(c) Proposal by Shareholders
For candidates proposed by shareholders who serve a notice
to the Company Secretary, the Nomination Committee should
also evaluate such candidates in accordance to the same
selection criteria and make recommendation to the Board. The
Company will send a supplementary circular to shareholders
providing the particulars of the proposed candidates.

Remuneration Committee

The Remuneration Committee has been established with written
terms of reference in compliance with code provision B.1.2 of the
CG Code. The Remuneration Committee currently comprises three
independent non-executive Directors and is chaired by Ms. Mabel
Lee. The other members are Ms. Lai Pik Chi, Peggy and Ms. Chan
Yuk Chun.

The primary duties of the Remuneration Committee are to make
recommendation to the Board on the overall remuneration policy
and structure relating to all Directors and senior management of our
Group; review performance-based remuneration; and ensure none
of the Directors determine their own remuneration.

During the year ended 31 March 2022, the Remuneration
Committee reviewed and made recommendation on the
remuneration package of Directors and senior management of the
Group and assessed the performance of executive Directors. The
Remuneration Committee held 3 meetings during the year ended 31
March 2022.
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Directors’ Attendance Record at Meetings

Details of the attendance of the Directors at the meetings of the
Board and its respective committees during the year ended 31
March 2022 are as follows:

EEgSLETE
BE-T-—4=A=t+—BUFE EER
EFGRAZEREGHIHFHENT

Audit Nomination Remuneration
Board Committee Committee Committee General
Name of Director Meeting Meeting Meeting Meeting Meeting
ENZEE R#ZEE®  FHZEE
Bspg Ezgen g3 EE - REAE
Executive Directors BiES
Mr. Chung Yuk Lun EEBEE 9/9 N/AT i F3 212 NATE 111
Mr. Cao Dayong BABRE
(appointed on 20 January 2022) (R-FZ—F—H-1+HEZH) - N/ATE A NAT A N/AT i FA -
Mr. Poon Kai Kit, Joe ARG M
(resigned on 25 August 2021) (R-E-—%/|\f=TEHEE) 4/5 NATE R NAT A N/AT i FA 01
Independent non-executive Directors BIXHTEE
Ms. Lai Pik Chi, Peggy RES 4+ 8/9 506 33 3/3 17
Ms. Chan Yuk Chun BEgat 6/9 6/6 313 33 01
Ms. Mabel Lee ‘}?féﬂti
(appointed on 10 November 2021) (R-F-—F+—-HTHEZ) 2/2 2/2 11 11 =
Mr. Lee Pui Chung ?Fﬂ'ﬁé
(resigned on 23 August 2021) (R-F-—F/|\f=+=AFH) 3/5 3/3 17 1 01
CORPORATE GOVERNANCE FUNCTION EERBAE

The Board is responsible for performing the corporate governance
duties in accordance with code provision D.3.1 to the CG Code
which included to develop and review the Company’s policies
and practices on corporate governance, to review and monitor
the training and continuous professional development of Directors
and senior management of the Company, the issuer’s policies and
practices on compliance with legal and regulatory requirements and
to review the issuer’s compliance with the CG Code and disclosure
in the Corporate Governance Report.
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NON-COMPETITION UNDERTAKING

Pursuant to the Deed of Non-competition entered into among
Mr. Poon Kai Kit, Joe (“Mr. Poon”) who resigned as an executive
Director on 25 August 2021, Ms. Chan Ka Yee (“Ms. Chan”) and
Energetic Way Limited (the “Energetic Way”). Mr. Poon, Ms. Chan
and Energetic Way have agreed to and undertaken with the
Company (for itself and on behalf of its subsidiaries) that for so
long as the Deed of Non-competition remains in effect, other than
through the Group and subject as provided below, he/it will not
and will procure that none of his/its associates will, engage or be
interested, directly or indirectly, in any business which may be in
any aspect in competition with or similar to the businesses as may
from time to time be carried on by the Group in Hong Kong (other
than, in respect of Mr. Poon, Ms. Chan and Energetic Way, as a
holder of not more than 5% of the issued shares or stock of any
class or debentures of any company listed on any recognised stock
exchange). Mr. Poon, Ms. Chan and Energetic Way have further
agreed to and undertaken with the Company (for itself and on
behalf of its subsidiaries) that Mr. Poon, Ms. Chan and Energetic
Way will, jointly and severally, indemnify and keep indemnified the
Group against any damage, loss or liability suffered by the Group
arising out of or in connection with any breach of covenants and
undertakings and/or any of the obligations of Mr. Poon, Ms. Chan
and Energetic Way under the Deed of Non-competition, including
any costs and expenses incurred as a result of such breach.

The Company has received an annual confirmation from Mr. Poon,
Ms. Chan and Energetic Way that each of Mr. Poon, Ms. Chan and
Energetic Way confirmed that other than their respective interests
in our Group, none of them is engaged in, or interested in any
business which, directly or indirectly, competes or may compete
with the business of our Group during the year ended 31 March
2022.

The Independent Non-Executive Directors reviewed annually the
compliance with the non-competition undertaking of Mr. Poon, Ms.
Chan and Energetic Way under the Deed of Non-competition during
the year ended 31 March 2022. No incident of non-compliance
was noted by the Company and the Independent Non-Executive
Directors for the year ended 31 March 2022.
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AUDITOR AND THEIR REMUNERATION

For the year ended 31 March 2022, remuneration paid and payable
to the auditor of the Group (the “Auditor”) are approximately
HK$520,000 (2020: HK$500,000) for audit services. There was no
significant non-audit service provided by the auditor of the Group
for the year.

Director’s Acknowledgement

The Directors acknowledge their responsibility for the preparation of
the consolidated financial statements which give a true and fair view
of the financial position of the Group. The Directors are not aware
of any material uncertainties relating to events or conditions which
may cast significant doubt upon the Company’s ability to continue
as a going concern.

Auditor’s Statement

The statement of the Auditor about their reporting responsibilities
on the Company’s financial statements for the year ended 31 March
2022 is set out in the section “Independent Auditor’s Report” of this
report.

Financial Reporting

The Management has provided to all Directors quarterly updates
with quarterly consolidated financial statement of the Company’s
performance, position and prospects in sufficient details during the
regular Board meetings. In addition, the Management has provided
all members of the Board, in a timely manner, updates on any
material changes to the performance, position and prospects of the
Company and sufficient information for matters brought before the
Board. The Management will spare no effort to provide all members
of the Board with more detailed and promptly monthly updates
giving a balanced and understandable assessment of the issuer’s
performance, position and prospects in sufficient detail in coming
future.
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INTERNAL AUDIT FUNCTION

The Audit Committee has reviewed the internal control system
(“Control System”) for the year ended 31 March 2022. The review
identified the findings in internal control system of the Company,
the risks associated with operating units of the Company and the
recommendations to rectify the findings in internal control systems
and to lower the risks identified.

During the year ended 31 March 2022, the Board has reviewed
the effectiveness of the Control Systems in respect of financial,
operational and compliance aspect annually and considers that the
Control Systems are adequate and effective.

The Board has also reviewed the adequacy of resources, staff
qualifications and experience and training programmes of the
Group’s accounting and financial reporting functions, and consider
that they are adequate.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board has overall responsibilities for the establishment
and maintenance of an adequate and effective Control System
to safeguard the Group’s assets against unauthorized use or
disposition, and to protect the interests of the shareholders of
the Company. The Board believes that the risk management and
internal control system of the Group is adequate and effective and
will continue to assess, monitor and revise our risk management
and internal control system.

Based on the risk identification and risk evaluation, the Company
will manage the risks as follows:

Strategic Risks

Competitor landscape, risk of failure to meet customers’
expectation, risk of over concentration of customer bases and
risk of failure to maintain a competitive edge in terms of industry
innovation and process improvement

The Group will continue to diversify its customer bases and maintain
its competitiveness by providing training on latest development in
industry innovation and operation.
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Operational Risks

Insufficient trainings to employees, loss of business opportunity,
risk of information leakage, concentration of decision maker, decline
in experienced staff, risk of failure to complete work before deadline
and increase in operating costs.

The Group continues to provide competitive remuneration package
to maintain its professional team and looks for opportunity to
recruit suitable calibre to join the Group to capture more business
opportunities.

Financial Risks

Liquidity risk, credit risk, foreign exchange rate risk and interest rate
risk

The management will closely monitor the credit risk and liquidity
risk attributable to the Group’s major financial instruments should
there be any significant exposure arose in the future.

The Group conducts its business mainly in Hong Kong dollar and
thus does not have exposure to foreign currency risk.

The Group’s interest rate risk relates primarily to its interest-bearing
other borrowings subject to review on expiry/renewal date. The
Group does not use any derivative contracts to hedge its exposure
to interest rate risk. However, the management will consider
hedging significant interest rate risk should the need arise.

Compliance Risks

Risk of non-compliance of ordinances related to safety, health and
environment and risk of legal disputes.

The Group has a code of conduct in place for compliance with
relevant ordinances by its staff.

The Board acknowledged that it had received a confirmation from
the management on the effectiveness of the risk management
and internal control systems of the Group for the Year. The Audit
Committee and the Board, upon reviewing the said systems,
were not aware of any significant issues that would have an
adverse impact on the effectiveness and adequacy of the Group’s
operational, financial and compliance areas of the systems.
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COMPANY SECRETARY

Mr. Chung Yuk Lun joined the Group as the Executive Director and
the Company Secretary since 28 December 2020. The biographical
details of the Company Secretary are set out under the section
headed “Biographies of Directors and Senior Executives” of this
annual report. In accordance with the Rule 5.15 of the GEM Listing
Rule, the Company Secretary has taken no less than 15 hours of
relevant professional training during the year ended 31 March 2022.

SHAREHOLDERS’ RIGHT

Procedures for the Shareholders to convene an
extraordinary general meeting

Pursuant to the Articles, any one or more members holding at the
date of deposit of the requisition not less than one-tenth of the paid
up capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by written
requisition to the Board or the Company Secretary, to require an
extraordinary general meeting (the “EGM”) to be called by the Board
for the transaction of any business specified in such requisition.

Such meeting shall be held within two (2) months after the
deposit of such requisition. If within twenty-one (21) days of such
deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as
a result of the failure of the Board shall be reimbursed to the
requisitionist(s) by the Company.

Procedures for the Shareholders to put their
enquiries to the board

The Company endeavors to maintain two way communications
with the Shareholders through various channels. The Shareholders
are encouraged to send their enquiries about the Group by mail to
the principle address of the Company. All the enquiries are dealt
with in a timely manner. The Shareholders are also encouraged
to attend annual general meeting (the “AGM”) and EGM of the
Company and to put their enquiries to the Board directly. Notices
are duly being circulated to the Shareholders in order to ensure
each Shareholder is informed to attend the AGM and the EGM.
The Chairman of the Board, chairmen of each of the Remuneration
Committee, Nomination Committee and Audit Committee and the
senior management attend the aforesaid meetings and respond
proactively to the Shareholders’ enquiries. The detailed procedures
for conducting a poll are set out in the notices of such meetings.
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INSIDE INFORMATION

The Company has established and its Directors are aware of the
procedures and internal controls for the defining, safeguarding,
handling and dissemination of inside information under the
obligations and requirement of Securities and Futures Ordinance
(Cap. 571) (the “SFO”) Part XIVA. The key provisions include, but
not limited to:

1. All Directors, senior management and relevant employees are
required to report potential inside information, upon identified,
to the executive Directors and/or Company Secretary as an
official channel for informing all members of the Board;

2. The executive Directors are required to assess whether the
attributes of the potential inside information and relevant
impact on the price of the Company’s securities;

38 All Directors, senior management and relevant employees
are required take reasonable due care for safeguard the
confidentiality of unpublished inside information;

4, All Directors, senior management and relevant employees
are constantly reminded not to deal in the Company’s
securities when they are in possession of unpublished inside
information.

5 All Directors are empowered and required to ensure timely,
fair and comprehensive dissemination of inside information,
including issuing announcements and/or requesting trading
halt in situation of unexpected and significant event.

INVESTOR RELATIONS

The Company believes that maintaining a high level of transparency
is a key to enhance investor relations. It is committed to a policy
of open and timely disclosure of corporate information to its
shareholders and investment public.

The Company strengthens its communications with shareholders
and investors through various channels including publication of
interim and annual reports, press releases and announcements
regarding the latest developments of the Company in its corporate
website at www.knk.com.hk in a timely manner.
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CONSTITUTIONAL DOCUMENTS

Pursuant to Rule 17.102 of the GEM Listing Rules, the Company has
published on the respective websites of the Stock Exchange and
the Company its Articles. During the year ended 31 March 2022,
there had not been any changes in the Company’s constitutional
documents.

DIVIDEND POLICY

The Company has adopted a dividend policy pursuant to the
Company’s Articles and relevant rules and regulations, including the
relevant GEM Listing Rules.

Our dividend policy (the “Dividend Policy”) is intended to set
forth the principles and guidelines in relation to the declaration,
payment or distribution of the Company’s profits as dividend to the
Shareholders.

In determining a proposed dividend and dividend amount, the
Board shall take into account, inter alia, the following factors:

1. the general market conditions;
2. the financial performance of the Group;
3" the liquidity position of the Group;

4, the working capital requirements and future development
plans of the Group;

B the retained earnings and distributable reserves of the
Company;

6. any commercial and/or contractual restrictions imposed on
the Group by relevant stakeholders;

7. the statutory and regulatory restrictions which the Group is
subject to; and

8. any other relevant factors that the Board may deem
appropriate.

Subject to the Company’s Articles, the Board may decide dividends
are to be paid in cash, or wholly or partly in the form of allotment of
shares, or by issuance of bonus shares on a basis permitted by the
applicable laws and regulations.
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The payment of dividend by the Company is subject to any
restrictions under the Companies Law of the Cayman Islands and
the Articles.

Final dividends declared by the Company must be approved by
an ordinary resolution of the Shareholders at AGM and must not
exceed the amount recommended by the Board. The Board may
not declare dividend in consideration of various factors, such as
reserving sufficient capital for future development.

The Board may from time to time pay the Shareholders such
interim and/or special dividends as it considers to be justified by
the profits and/or assets level of the Group. There is no assurance
that dividends will be paid in any particular amount for any specific
period.

The Board will from time to time review the Dividend Policy and may
exercise at its absolute and sole discretion to update, amend and/
or modify the Dividend Policy at any time as the Board deems fit
and necessary.

This Dividend Policy is published on the Company’s website for
investors’ information.
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EXECUTIVE DIRECTORS

Mr. Chung Yuk Lun, aged 61, was appointed as an executive
director on 28 December 2020. He is also company secretary and
authorised representative of the Company as well as a director
of certain subsidiaries of the Company. He has over 30 years’
management experience at board level in a number of listed
companies in Hong Kong.

Mr. Chung is currently (i) an executive director, company secretary,
authorized representative and consultant of Elegance Optical
International Holdings Limited (Stock Code: 907); (i) the company
secretary and authorized representative of Life Healthcare Group
Limited (Stock Code: 928); and (iii) the company secretary of QPL
International Holdings Limited (Stock Code: 243).

Mr. Chung is a fellow member of the Association of Chartered
Certified Accountants, an associate member of The Hong Kong
Institute of Certified Public Accountants, a fellow member of The
Institute of Chartered Accountants in England and Wales and an
ICAEW Business and Finance Professional.

During the past 3 years, Mr. Chung was (i) independent
non-executive director from 8 March 2021 to 19 April 2021; and
(i) executive director from 19 April 2021 to 9 August 2021 of CT
Environmental Group Limited (previous Stock Code: 1363, prior to
delisting from the Main Board of the Stock Exchange).

Mr. Cao Dayong, aged 41, was appointed as an executive
director, compliance officer and authorised representative of the
Company on 20 January 2022. Mr. Cao graduated from University
of Electronic Science and Technology of China in 2009 with a
Master Degree of Engineering in Software Engineering. Mr. Cao has
more than 10 years software engineering and electronic technology
experience.

Mr. Cao founded Sichuan Alphatheta Technology Co., Ltd in 2020
as a director and legal representative. Mr. Cao was a hardware
engineer of Sichuan Zhongdian Kunchen Technology Co., Ltd from
2016 to 2017, a R&D engineer of Huawei digital technologies (Cheng
du) Co., Ltd. from 2012 to 2014, and a R&D engineer of Chengdu
Huawei Symantec Technology Co., Ltd. from 2009 to 2012.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Lai Pik Chi Peggy, aged 57, was appointed as an
independent non-executive Director on 29 August 2019. She is
also the Chairman of the Audit Committee as well as a member of
the Remuneration Committee, Nomination Committee and Special
Investigation Committee of the Company. Ms. Lai, has over 20
years of auditing, accounting and financial management experience.

Ms. Lai is currently (i) an independent non-executive director of
KPa-BM Holdings Ltd (Stock Code: 2663); (i) an executive director
of Zhejiang United Investment Holdings Group Limited (Stock
Code: 8366); (iii) she was independent non-executive director of CT
Environmental Group Limited (previous Stock Code: 1363, prior to
delisting from the Main Board of the Stock Exchange) from 3 August
2020 to 9 August 2021; and (iv) she was a non-executive director of
Larry Jewelry International Company Limited (previous Stock Code:
8351, prior to delisting from GEM of the Stock Exchange) from 26
February 2020 to 30 November 2021.

Ms. Lai obtained a master degree of business administration from
the University of Manchester in the United Kingdom in June 2010.
She is a fellow member of the Association of Chartered Certified
Accountants and an associate member of the Hong Kong Institute
of Certified Public Accountants.

Ms. Chan Yuk Chun, aged 60, was appointed as independent
non-executive Director on 2 November 2020. She is also the
chairman of the Nomination Committee as well as a member of
the Audit Committee and the Remuneration Committee of the
Company. Ms. Chan has experience in business consultation and
over 20 years’ experience in serving a number of listed companies
in Hong Kong as company secretary.

Ms. Chan holds a Master Degree in Corporate Finance from Hong
Kong Polytechnic University and an external Bachelor Degree
in Laws from University of London. She is an associate member
of both The Chartered Governance Institute (formerly known as
The Institute of Chartered Secretaries and Administrators) in the
United Kingdom and The Hong Kong Chartered Governance
Institute (formerly known as The Hong Kong Institute of Chartered
Secretaries).
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Ms. Mabel Lee, aged 49, was appointed as independent
non-executive Director on 10 November 2021. She is also the
chairman of Remuneration Committee as well as a member of the
Audit Committee and the Nomination Committee of the Company.

Ms. Lee has over 17 years of experience in the legal profession.
She holds a Bachelor of Commerce degree from the University of
Toronto, Canada. Ms. Lee later studied law at The University of
Hong Kong and was admitted as a solicitor in Hong Kong and the
United Kingdom. She also holds a Bachelor of Laws degree from
The Manchester Metropolitan University, United Kingdom.
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The Directors are pleased to present their report and the audited
consolidated financial statements of the Company and its
subsidiaries (collectively, the “Group”) for the year ended 31 March
2022.

PRINCIPAL ACTIVITIES AND REORGANISATION

The Company was incorporated and registered as an exempted
company with limited liability on 29 July 2015 under the Companies
Law of the Cayman Islands and acts as an investment holding
company. Under a group reorganisation to rationalise the structure
of the Group in preparation for the listing of the Company’s shares
on the GEM of the Stock Exchange, the Company has become the
ultimate holding company of the Group on 21 September 2015. The
address of its registered office is Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman, KY1-1111, Cayman Islands and its
principal place of business is Unit E, 33rd Floor, Legend Tower, 7
Shing Yip Street, Kwun Tong, Kowloon, Hong Kong.

The Group is principally engaged in the provision of comprehensive
architectural and structural engineering consultancy services.

The Company’s shares have been listed on the GEM of the Stock
Exchange since 12 December 2016.

BUSINESS REVIEW AND PERFORMANCE

Review of the Group’s Business and
Performance

Details of the review of the Group’s business (including an analysis
using key financial performance indicators) and the possible
future development of the Group’s business are set out in the
sections headed “Executive Director Statement” and “Management
Discussion and Analysis” of this annual report.

Compliance with Laws and Regulations

During the year ended 31 March 2022, the Group has complied
with the relevant laws and regulations that have a significant impact
on it.

Environmental Policies and Performance

While the direct impact of the Group’s business to the environment
is minimal due to the nature of our business, we are committed
to providing architectural consultancy services in a manner that
minimises potential adverse impact on the environment. To achieve
this aim, we have adopted a set of environmental protection policies
including but not limited to shutting down lights and various office
electronic equipment when not in use and reducing the paper
consumption.
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Relationship with Key Stakeholders

As developing and retaining talents are vital to the Group’s success,
the Group not only provides competitive remuneration packages
and opportunities for career advancement, but also gives support
in different areas to its employees. During the Year, there were no
significant disputes between the Group and its employees.

In addition, the Group also kept maintaining a long-term healthy
relationships with its major customers and subcontractors by
keeping engaging new projects from them and engaging them on
projects that need their participations.

RESULTS

The Group’s results for the year ended 31 March 2022 and the state
of affairs of the Group at that date are set out in the consolidated
financial statements from pages 50 to 131 of this annual report.

The Directors do not recommend payment of any final dividend for
the Year (2021: Nil).

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the past five years is set out in the section headed
“Financial Summary” on page 132 of this annual report. The
summary does not form part of the audited consolidated financial
statements.

SHARE CAPITAL

Details of movements in the Company’s share capital during the
Year are set out in note 22 to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

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

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles or the laws of the Cayman Islands, the jurisdiction in which
the Company was incorporated, which would oblige the Company
to offer new shares on a pro rata basis to existing shareholders.
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RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 27 to the consolidated
financial statements and in the consolidated statement of changes
in equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 March 2022, there is no reserve available for distribution to
the shareholders of the Company (2021: Nil).

SUBSIDIARIES

A list of subsidiaries together with their places of operations and
incorporation and particulars of their issued share capital are out in
note 28 to the consolidated financial statements.

DIRECTORS

The Directors of the Company during the year ended 31 March
2022 and up to the date of the report were:

Executive Directors

Mr. Chung Yuk Lun
Mr. Cao Dayong (appointed on 20 January 2022)
Mr. Poon Kai Kit, Joe (resigned on 25 August 2021)

Independent Non-executive Directors

Ms. Chan Yuk Chun

Ms. Lai Pik Chi, Peggy

Ms. Mabel Lee (appointed on 10 November 2021)
Mr. Lee Pui Chung (resigned on 23 August 2021)
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In accordance with the Articles of the Company, Mr. Cao Dayong,
Ms. Mabel Lee and Mr. Chung Yuk Lun will retire as Directors by
rotation and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting (the “AGM”).

BOARD OF DIRECTORS AND SENIOR
MANAGEMENT

Biographical information of Directors are set out from pages 32 to
34 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

The Independent Non-executive Directors were appointed for a
fixed term of three years under a letter of appointment issued by
our Company. Their appointment is renewable at each general
meeting in which she is standing for re-election and is subject to
(i) the rotation, removal, vacation or termination of her office as a
Director or disqualification to act as a Director as set out in the
applicable laws, the Articles of the Company and the GEM Listing
Rules; and (ii) the terms of the letter of appointment.

There have been no service contracts entered into by the Company
with any of the Directors which contain an unexpired period which
is not determinable by the Company within one year without
payment of compensation (other than statutory compensation).

DIRECTORS’ INTERESTS IN TRANSACTION,
ARRANGEMENT AND CONTRACTS

Save as disclosed in the Company’s Prospectus and the related
party transactions as set out in note 24 to the consolidated financial
statements, none of the Directors or entities connected with any of
them has or had any material interest, either directly or indirectly,
in any transaction, arrangement or contract of significance to
the business of the Group to which the Company or any of its
subsidiaries was a party during, or at the end of, the year ended 31
March 2022.

Save as disclosed in the Prospectus, there were no arrangements
subsisting during, or at the end of, the year ended 31 March
2022 to which the Company, its subsidiary(ies), its controlling
shareholder(s), or the subsidiary(ies) of its controlling shareholder(s)
is a party and whose objects were, or one of whose objects was,
to enable Directors to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate.
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CONTRACT OF SIGNIFICANCE WITH
CONTROLLING SHAREHOLDERS

Save as disclosed in the Prospectus, there were no contracts of
significance between the Company or any of its subsidiaries and
the controlling Shareholders of the Company subsisting during the
year ended 31 March 2022.

DONATION

During the year ended 31 March 2022, the Group did not make any
donation (2021: HK$10,000).

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance covering
Director’s and officers’ liabilities in respect of legal actions against
its Directors and senior management arising out of corporate
activities. The permitted indemnity provision is in force for the
benefit of the Directors as required by section 470 of Hong Kong
Companies Ordinance when the Directors’ Report prepared by the
Directors is approved in accordance with section 391 of Hong Kong
Companies Ordinance.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.

EMOLUMENT POLICY

The remuneration committee was established for reviewing and
determining the remuneration and compensation packages of the
Directors with reference to their responsibilities, workload, the
time devoted to the Group and the performance of the Group. The
Directors may also receive options to be granted under a share
option scheme. The Company has conditionally adopted a share
option scheme. The details of the share option scheme are set out
in the paragraph headed “Share Option Scheme” below.
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INTERESTS AND SHORT POSITIONS OF THE
DIRECTORS AND CHIEF EXECUTIVES IN
SECURITIES

As at 31 March 2022, the interests and short positions of the
Directors and chief executives of the Company (the “Chief
Executives”) in the ordinary shares with a par value of HK$0.01
each in the Company (“Shares”), underlying Shares and debentures
of the Company or any associated corporation (within the meaning
of Part XV of the Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong) (the “SFQ”)) as recorded in the register
required to be kept under section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
required standard of dealings by directors of listed issuer set out in
rules 5.48 to 5.67 of the GEM Listing Rules (the “Model Code”) were
as follows:
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Approximate
percentage of
Number of issued share
Name of Directors Capacity/Nature of interests share held capital
HERITRAEAZ
Esgs B ERmtE RS EE BABD
(Note 3) (Note 2)
(K1 7%3) (K1 7#2)
Mr. Poon Kai Kit, Joe (“Mr. Poon”) Interest of a controlled corporation 194,800,000 39.51%

AR EE(ELEE]D XEFEEES

Note:

These Shares were registered in the name of Energetic Way Limited
(“Energetic Way”), which were owned as to 50% by Mr. Poon and 50% by
Ms. Chan Ka Yee (“Ms. Chan”), spouse of Mr. Poon. Under the SFO, Mr.
Poon was deemed to have interest in all of these Shares by virtue of having
controlling interest in Energetic Way.

Save as disclosed above, as at 31 March 2022, none of the
Directors or the Chief Executives had any interests or short
positions in the Shares, underlying Shares or debentures of the
Company or any associated corporation (within the meaning of Part
XV of the SFO) as recorded in the register required to be kept under
section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS OF THE
COMPANY IN SECURITIES

So far as is known to the Directors and the Chief Executives, as at
31 March 2022, the interests and short positions of the persons or
corporations (other than the Directors and the Chief Executives) in
the Shares or underlying Shares as recorded in the register required
to be kept under section 336 of the SFO were as follows:
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Approximate
percentage of

Number of issued share

Name Capacity/Nature of interests share capital held

HREAE

ERITROZ

HE LB B EmtE BB BABED

(Note 2) (Note 3)

(K1 7%2) (K1 7#3)

Energetic Way (Note) Beneficial owner 194,800,000 39.51%
Energetic Way (#/ i) Em#EAA 194,800,000%

Ms. Chan (Note) Interest of a controlled corporation 194,800,000 39.51%
R 22+ (B at) REHEE E S 194,800,000 %

Mr. Ke Yuexian Beneficial owner 69,168,000 14.03%
& E k& BEmBEBA 69,168,000%

Note: /‘WE -

These Shares were the same Shares of which Mr. Poon were interested as
set out under the section of “Interests and Short Positions of the Directors
and Chief Executives in Securities” above. Under the SFO, Ms. Chan was
deemed to have interest in all of these Shares by virtue of having controlling
interest in Energetic Way.

Save as disclosed above, as at 31 March 2022, there was no
person or corporation (other than the Directors and the Chief
Executives) who had any interest or short position in the Shares or
underlying Shares as recorded in the register of interests required
to be kept by the Company under section 336 of the SFO.
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OTHER INTERESTS DISCLOSEABLE UNDER
THE SFO

Save as disclosed above, so far as is known to the Directors, there
was no other person who had interest or short position in the
Shares and underlying Shares that is discloseable under Chapter
18 of the GEM Listing Rules.

RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the paragraphs headed “interests and
short positions of the directors and chief executives in securities”
and “share option scheme” in this report, at no time during year
ended 31 March 2022 was the Company or any of its subsidiaries
a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisition of Shares in, or debentures of,
the Company or any other body corporate.

Save as disclosed above, at no time during the year ended 31
March 2022 had the Directors and the Chief Executives (including
their spouses and children under 18 years of age) held any interest
in, or been granted, or exercised any rights to subscribe for the
Shares (or warrants or debentures, if applicable) and its associated
corporations (within the meaning of the SFO).

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

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

CONVERTIBLE SECURITIES, OPTIONS,
WARRANTS AND SIMILAR RIGHTS

No convertible securities, options, warrants and similar rights were
issued or granted by the Group during the year ended 31 March
2022.
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SHARE OPTION SCHEME

The purpose of the share option scheme is to enable the Company
to grant options to any employee, adviser, consultant, agent,
contractors, client, supplier, customer and/or such other person,
who in the sole discretion of the Board has contributed or may
contribute to our Group (the “Eligible Participant”). The Company
conditionally adopted a share option scheme (the “Scheme”) on 21
November 2016 which has become effective since 12 December
2016 (the “Effective Date”) whereby the Board are authorised, at
their absolute discretion and subject to the terms of the Scheme,
to grant options to subscribe for the shares of the Company to
the Eligible Participant. The Scheme will be valid and effective
for a period of ten years commencing from the Effective Date.
Terms used below shall have the same meaning as those defined
in the section “D. Share Option Scheme” in Appendix IV to the
Prospectus.

An offer of the grant of option(s) shall be made to an Eligible
Participant by letter in such form as the Board may from time to
time determine requiring the Eligible Participant to undertake to
hold the Option on the terms on which it is to be granted and to be
bound by the provisions of the Scheme and shall remain open for
acceptance by the Eligible Participant concerned until 5:00 p.m. on
the 20th business days following the Offer Date provided that no
such offer shall be open for acceptance after the Scheme Period or
after the Scheme has been terminated.

An Option shall be deemed to have been granted and accepted
when the duplicate of the offer letter as referred to above
comprising acceptance of the Option duly signed by the Grantee
together with a remittance in favour of the Company of HK$1.00
or any other amount as determined by the Board by way of
consideration for the grant thereof is received by the Company
within the period open for acceptance referred to above. Such
remittance shall in no circumstances be refundable.

The subscription price for the shares subject to Options will be a
price determined by the Board and notified to each participant and
shall be the highest of: (i) the closing price of the shares as stated in
the Stock Exchange’s daily quotations sheet on the date of offer of
the grant of option, which must be a business day; (ii) the average
closing price of the shares as stated in the Stock Exchange’s daily
quotations sheets for the 5 business days immediately preceding
the date of offer of the grant of option; and (iii) the nominal value of
a share.
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As at the date of this report, the maximum number of shares
available for issue under the Scheme is 41,800,000 shares,
representing approximately 10% of the issued share capital of the
Company as at the date of adoption of the Scheme.

The Company may at any time refresh such limit, subject to the
shareholders’ approval and issue of a circular in compliance with
the GEM Listing Rules, provided that the total number of shares
which may be issued upon exercise of all outstanding options
granted and yet to be exercised under all the share option schemes
of the Company does not exceed 30% of the shares in issue at the
time of refreshment. An option may be exercised in accordance with
the terms of the 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 total number of shares issued and to be issued upon exercise
of the options granted and to be granted to each Eligible Participant
(including exercised, cancelled and outstanding options) under the
Share Option Scheme and any other share option scheme of the
Company in any 12-month period up to and including the date of
offer of the grant of option shall not exceed 1% of the total number
of shares in issue for the time being. Any further grant of options in
excess of this limit is subject to shareholder’s approval in general
meeting.

As at the date of this report and since the adoption of the Scheme,
no share option has been granted by the Company.

REMUNERATION OF DIRECTORS, SENIOR
MANAGEMENT AND FIVE INDIVIDUALS WITH
HIGHEST EMOLUMENTS

Details of the emoluments of the Directors, senior management and
five individuals of the Group with highest emoluments are set out in
note 9 to the consolidated financial statements respectively.

COMPETING INTERESTS

As at 31 March 2022, none of the Directors, the controlling
Shareholders and their respective associates (as defined in the
GEM Listing Rules) had any interest in a business which competes
or may compete, either directly or indirectly, with the business of
the Group and none of them had or may have any other conflicts of
interest with the Group.

44 KNK Holdings Limited Annual Report 2021/2022

MABREAH  BREZAEATEBEITZRG
& = B 58 A41,800,0000% © 16 AR & R
ZETEBEEEITRAL10% -

T & P SR HE A I AR 35 GEM =T 4R Bl 3 1 3E iR
& ARAABERENARLR  ERREXR
RRAEHBREABCREZMBEARETRE
mEFTEBRBETER  ARHT2RN
BYTFBABER 2D ETRMN Z30% -
BREAIZZTEZGER REFSMET
ZHEABEETE ETHEEHREARE
ATFEEASRERRLGXAARR)

1R 4% B8 A 5T 8 R AN 2 B AE M) KA 2 B A
it EBRERERREEREBREAS L
EFA+_EARE RTEEKRTREE
BTRAERSAEZBEE(BREDTE
AHEEHARTEZEREMEETEET &
TZENES THEAERBCSETRMNA
B21% ERE—FREBBURE ZBR
- ARBRRASMERRME  TARD -

RABEAHREZFEAERAUR AR
AL AR R AR o

BEE  SAREEERIBERSHFALZ
#r B

ERASEESE SREEERAERSH
AL 2 HMFBE DRI ER G E BB MRHTE -

BE RS
RZEZ—F=A=+—0B HEEF BERK
BRREREEBZBEACER RGEMETHR
ADRERAARERAEEXREERAIRED
FEBTHREAMCMES  BRSEHEXT
RREAREEAEMEMMAER -



REPORT OF DIRECTORS
EEEWE

CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

During the year ended 31 March 2022, the Company did not enter
into any connected transactions which required reporting, annual
review, announcements and/or independent shareholders’ approval
under the GEM Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 March 2022, there was no customer with
revenue contribution over 10% of the total revenue of the Group.

As far as the Directors aware, neither the Director nor their
associates nor any shareholder (which to the knowledge of Directors
own more than 5% of the Company’s issued share capital) had any
interest in that customer of the Group.

For the year ended 31 March 2022, the aggregate revenue to the
top five customers of the Group accounted for approximately 33%
(2021: 50%) of the Group’s total revenue.

Due to the nature of the Group’s business activities, the Group has
no supplier.

RELATED PARTY TRANSACTIONS

Details of the related party transactions entered into by the Group
are set out in note 24 to the consolidated financial statements.

During the year ended 31 March 2022, the Group monitored
services provided to and subcontracting services provided from
related parties with an executive Director of the Company. Since
the applicable ratios of the respective annual caps of services
provided to and subcontracting services provided from that
executive Director is less than 5% and less than HK$3,000,000,
these transactions fall within the exemption under Rule 20.74(1)
of the GEM Listing Rules and no reporting, announcement and
independent shareholders’ approval are required.

BORROWINGS

Save as disclosed in note 20 to the consolidated financial
statements, as at 31 March 2022, the Group had no bank
borrowing and no borrowings from independent third parties which
is repayable within one year.
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CHARGES ON THE GROUP’S ASSETS

The Group did not have any charge arranged with any financial
institution in Hong Kong as at 31 March 2022 (2021: Nil).

FOREIGN EXCHANGE EXPOSURE

The revenue and business costs of the Group were principally
denominated in Hong Kong dollars, and thus the exposure to the
risk of foreign exchange rate fluctuations for the Group was minimal.
Hence, no financial instrument for hedging was employed.

CONTINGENT LIABILITIES

No material contingent liability had come to the attention of the
Directors for the year ended 31 March 2022 and up to the date
hereof.

LITIGATIONS

References are made to the announcements of the Company dated
13 July 2020, 21 July 2020, 31 August 2020 and 8 October 2020 in
relation to, amongst others, the Alleged Bond and the Alleged Debt.
The Company received the statement of claim in relation to the
Writ on 8 December 2020 in which the Plaintiff claimed against the
Company, inter alia, HK$5,830,000 being the principal and interest
of the Alleged Debt. The Company is contesting the claim in the
legal proceedings. The Plaintiff and the Company have exchanged
their respective witness statements and may attempt mediation in
due course.

Reference is also made to the announcement of the Company dated
31 August 2020 in relation to the claim against three ex-directors,
namely Mr. Sun Xiao Li, Mr. Gu Jintai and Ms. Shi Lijie for breach
of fiduciary duties. The writ was lodged at the Hong Kong Judiciary
on 9 November 2020 for service out of jurisdiction through the PRC
Judiciary on them at their last known PRC addresses. As advised
by the legal advisers of the Company in respect of this litigation in
June 2021, service of the writ to them through the PRC Judiciary
was unsuccessful. The Company is considering the legal adviser’s
advice on application for substituted service of the writ to them and
has to locate their address first. However, there is no progress in
locating the whereabout of them as at the date of this report.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-
executive Directors an annual confirmation of independence
pursuant to Rule 5.09 of the GEM Listing Rules and considers all of
them are independent.
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EVENT AFTER THE REPORTING PERIOD

Save as disclosed herein, up to the date of this report, there was no
significant event relevant to the business or financial performance
of the Group that come to the attention of the Directors after the
year ended 31 March 2022.

CORPORATE GOVERNANCE

The Group is committed to promoting high standards of corporate
governance. The Directors believe that sound and reasonable
corporate governance practices are essential for the growth of the
Group and for safeguarding the shareholders’ interests and the
Group’s assets.

The Company’s corporate governance practices are based on
the principles and code provisions as set out in the Corporate
Governance Code (the “CG Code”) in Appendix 15 of the GEM
Listing Rules. Throughout the year ended 31 March 2022 and up
to the date of this report, to the best knowledge of the Board, the
Company has complied with all the code provisions set out in the
CG Code save for the deviations set out in the section headed
“Corporate Governance Practices” in this report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the best knowledge of the Directors, at least 25% of the
Company’s total issued share capital was held by the public as at
the date of this report.

AUDITORS

Mazars CPA Limited resigned as auditor of the Company on 7 May
2021, and ZHONGHUI ANDA CPA Limited (“ZHONGHUI ANDA”),
Certified Public Accountants, was appointed as auditor of the
Company to fill the vacancy with effect from 7 May 2021.

ZHONGHUI ANDA was re-appointed as auditor of the Company by
a resolution passed on the 2021 AGM.

A resolution will be submitted to the 2022 AGM to re-appoint
ZHONGHUI ANDA CPA Limited as auditor of the Company.
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THE MANAGEMENT’S POSITION, VIEW AND
ASSESSMENT ON THE QUALIFIED OPINION

1.

48

Loan receivables

The Company has discussed with the auditors that the
qualification on reversal of write-off of loan receivables
would cease for the year ending 31 March 2023 because
full impairment has been made on the loan receivables and
sufficient disclosures on qualified opinion on loan receivables
have been made to inform shareholders of the Company for
three consecutive years.

Other Borrowings

The management of the Company (the “Management”) has
considered the auditors’ rationale and understood their
consideration in arriving at the qualified opinion on other
borrowings. The Company has discussed with the auditors
that the qualification on other borrowings will only be
removed when the Company is able to provide all the relevant
documents related to other borrowings that can satisfy
the existence, rights, obligation and completeness of other
borrowings or pertaining to the court judgement related to the
present litigation on other borrowings to be provided to them
or reach a settlement with the purported creditor on other
borrowings.

The Management will continue to take all possible steps and
efforts in order to retrieve all necessary information especially
the receipt record in relation to other borrowings. At the
same time, the Company is contesting the litigation on other
borrowings by engaging lawyers and counsel on behalf of the
Company.

Loss on deemed disposal of an associate

The Company will continue to negotiate with the controlling
shareholder of the associate, Kin On, to obtain its financial
information at 31 March 2022 for the auditors to assess
the recoverability of the loan to it in order to remove this
qualification.

Investment at fair value through other
comprehensive income

The Company will continue to negotiate with the controlling
shareholder of the associate, Kin On, to obtain its financial
information at 31 March 2022 for the auditors to assess
the recoverability of the loan to it in order to remove this
qualification.
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AUDIT COMMITTEE’S VIEW ON THE QUALIFIED
OPINIONS

Members of the Audit Committee have critically reviewed the basis
for qualified opinions, the Management’s position and actions taken
by the Management for addressing the basis for qualified opinions.
The Audit Committee agreed with the Management’s position and
requested the Management to use its best endeavors to resolve the
qualified opinions.

PLAN TO ADDRESS QUALIFIED OPINIONS

In order to address the qualified opinions, the Company will discuss
proactively with the auditors the measures to be taken by the
Company to resolve the qualified opinions on other borrowings,
loss on deemed disposal of an associate and investment at fair
value through other comprehensive income. The qualified opinions
may become unnecessary when other borrowings, loss on deemed
disposal of an associate and investment at fair value through other
comprehensive income no longer have any effect on the profit and
loss account of the Company in the coming year(s).

On behalf of the board

Chung Yuk Lun
Director

Hong Kong, 19 August 2022
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ZHONGHUI
INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF KNK HOLDINGS LIMITED
PESRERERERAA

(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of KNK
Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 56 to 131, which
comprise the consolidated statement of financial position as at
31 March 2022, and consolidated statement of profit or loss and
other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matters
described in the Basis for Qualified Opinion section of our report,
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 QUALIFIED OPINION
1. Loan receivables

We were unable to obtain sufficient appropriate audit evidence
and reasonable explanation to substantiate the recoverability
of the loan receivables of HK$1.25 million as the Company is
unable to get in contact with the former directors that made
such loans to several individual and companies. Therefore, we
were unable to ascertain the appropriateness of the reversal
of the write-off loan receivables in the amount of HK$1.25
million included in the consolidated statement of profit or
loss and other comprehensive income for the year ended 31
March 2021.
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BASIS FOR QUALIFIED OPINION (Continued)

2.

Other borrowings

As set out in note 19 to the consolidated financial statements,
there were other borrowings of HK5.5 million as at 31
March 2021 and 31 March 2022. We are unable to obtain
the loan agreements and representation of the borrowings
from the former directors of the subsidiary making such
borrowings. Therefore, we have not been able to obtain
sufficient appropriate audit evidence to satisfy ourselves as
to the existence, rights, obligation and completeness of other
borrowings of HK$5.5 million as at 31 March 2021 and 31
March 2022. There are no other satisfactory audit procedures
that we could adopt to satisfy ourselves whether the other
borrowings are fairly stated as at 31 March 2021 and 31
March 2022.

Loss on Deemed disposal of an Associate

On the 14 July 2021, the shareholding of an associate name
Kin On Engineering (International) Limited (“Kin On”) has been
diluted from 49% to 9.68% by means of allotment of new
shares to the major shareholder of the associate.

At the date of deemed disposal, a valuation has been done
on the remaining 9.68% equity interest (“Remaining Interests”)
in the associate by an independent third-party valuer,
Royson Valuation Advisory Limited, using the adjusted net
assets value (“Adjusted NAV”) approach to measure the fair
value of the Remaining Interests. The fair value measured
was HK$4,187,000 and thus, the Company has recorded
a loss on deemed disposal of HK$549,000 in profit or loss
in the consolidated statement of profit or loss and other
comprehensive income for the year ended 31 March 2022.

The measurement of fair value of the Remaining Interests is
mainly based on the financial statements of the associate as
at date of deemed disposal. In the absence of appropriate
audit evidence to assess the recoverability of the loan to a
shareholder as shown on the statement of financial position
of Kin On at the late of deemed disposal, we are unable
to satisfy ourselves as to the fair value of the Remaining
Interests as at date of deemed disposal is correctly measured.
Consequently, we are unable to ascertain the accuracy of
the loss on deemed disposal of HK$549,000. There were no
other satisfactory audit procedures to determine whether any
adjustments to the loss on deemed disposal were necessary.
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BASIS FOR QUALIFIED OPINION (Continued)

4. Equity investment at fair value through
other comprehensive income

As set out in note 16 to the consolidated financial statements,
there was investment in 9.68% equity interest in an investee
company, Kin On (the “Investment”).

At 31 March 2022, the fair value of the Investment was
measured by an independent third-party valuer, Royson
Valuation Advisory Limited, using the Adjusted NAV approach
to measure the fair value of the Investment. The fair value
measured was HK$4,424,000 and thus, a fair value gain of
HK$237,000 was recorded as other comprehensive income
in the consolidated statement of profit or loss and other
comprehensive income for the year ended 31 March 2022.

The measurement of fair value of the Investments is mainly
based on the financial statements of Kin On as at 31 March
2022. In the absence of appropriate audit evidence to assess
the recoverability of the loan to a shareholder as shown on the
statement of financial position of Kin On at 31 March 2022,
we are unable to satisfy ourselves as to the fair value of the
Investment of HK$4,424,000 as at 31 March 2022 and the fair
value gain of HK$237,000. There were no other satisfactory
audit procedures to determine whether any adjustments to the
fair value of the Investment and corresponding fair value gain
were necessary.

Any adjustments to the above figures might have a consequential
effect on the consolidated financial performance for the years
ended 31 March 2021 and 2022 and the consolidated financial
position as at 31 March 2021 and 2022 and related disclosures in
the consolidated financial statements.
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INDEPENDENT AUDITOR'’S REPORT
R GTE e

BASIS FOR QUALIFIED OPINION (Continued)

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 Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group
in accordance with the HKICPA’'s Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our qualified opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. In addition to
the matters described in the Basis for Qualified Opinion section, we
have determined the matters described below to be the key audit
matters to be communicated in our report.

Trade receivables

Refer to note 17 to the consolidated financial statements

The Group tested the amount of trade receivables for impairment.
This impairment test is significant to our audit because the balance
of trade receivables of HK$7,051,000 as at 31 March 2022 is
material to the consolidated financial statements. In addition, the
Group’s impairment test involves application of judgement and is
based on estimates.

Our audit procedures included, among others:

- Assessing the Group’s relationship and transaction history
with the customers;

- Evaluating the Group’s impairment assessment;

- Assessing ageing of the debts;

- Assessing creditworthiness of the customers;

- Checking subsequent settlements from the customers; and

- Assessing the disclosure of the Group’s exposure to credit
risk in the consolidated financial statements.

We consider that the Group’s impairment test for trade receivables
is supported by the available evidence.
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INDEPENDENT AUDITOR'’S REPORT
R GTE e

OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the Company’s 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. As described in the Basis for Qualified Opinion
section above, we were unable to obtain sufficient appropriate
evidence from points 1 to 4. Accordingly, we are unable to conclude
whether or not the other information is materially misstated with
respect to this matter.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

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

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

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA’s
website at: http://www.hkicpa.org.hk/en/standards-and-regulations/
standards/auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Li Chi Hoi

Audit Engagement Director

Practising Certificate Number P07268
Hong Kong, 19 August 2022
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GeBRaRkEtEEEKER

Year ended 31 March 2022

B E - —FE= = —HIFFE

2022 2021
—_Eg-= —E-—F
Note HK$°000 HK$’000
B 3 FER FAET
Revenue g 6 35,816 41,246
Cost of services AR 75 kA (25,511) (37,977)
Gross profit EXl 10,305 3,269
Other income H g A 7A 352 1,647
Other gains and losses Hith U 25 & E5 48 7B (549) 963
Administrative expenses THAX (9,290) (14,663)
Finance costs B & A 8 (430) (967)
Share of results of associates JEL G AR A 15 - (2,943)
Reversal of loan receivables R ERER 17 - 1,250
Loss allowance on contract assets BHNEEBERMB - (1,714)
Profit/(loss) before tax BRBAIRA(EE) 8 388 (13,158)
Income tax (expenses)/credit FER(FEx)HEe 10 - 17
Profit/(loss) for the year contributed to ARREBEAEEFE
owners of the Company B (EER) 388 (13,141)
Other comprehensive income FREMZEK R
for the year
ltems that will not be reclassified HETeEfsBEER
subsequently to profit or loss: HIEH :
Fair value change on equity investment & A F{E 5t A E 4th 2 U
at fair value through other w2 REREATE
comprehensive income o) 237 =
Total comprehensive income/(loss) ZARQTREEAEBEEE
for the year attributable to owners 2 EU 3 (&8 B HE
of the Company 625 (13,141)
Earnings/(loss) per share BREFN (FHE)
Basic E- VN 11 HK0.08 cents HK(3.14) cents
Al A
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

SEPBIRR R

At 31 March 2022 R=F - —F=H=+—H

2022 2021
—_Eg- —E-—F
Note HK$’000 HK$’000
B 5% FHET FET
Non-current assets kRBEE
Property, plant and equipment E Yy 13 78 198
Right-of-use assets TRAEEE 14 864 122
Interests in an associate N RN - 15 - 4,736
Equity investment at fair value through EATEGFAEMEZE 16
other comprehensive income Was 2 s & 4,424 -
5,366 5,056
Current assets REBEE
Trade and other receivables B 5 & E e W GRIE 17 8,236 4,314
Loan receivables JiE W B 3 - 1,250
Tax recoverable G R 31 =
Bank balances and cash RITHEBR R 3,085 2577
11,352 8,141
Current liabilities REBEE
Trade and other payables B 5 K& H b FE T 3R 18 1,830 1,296
Other borrowings H b {8 3% 19 5,500 5,500
Term loan TEHER 20 - 8,234
Lease liabilities HEBE 21 700 208
Tax payable JE T 18 = 122
8,030 15,360
Net current assets/(liabilities) TEEE/ (AfE)FEAE 3,322 (7,219)
Total asset less current liabilities EEHERABAE 8,688 (2,163)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
SePBRR R

At 31 March 2022 R=F = —#F=H=+—H

2022 2021
—_Eg-= —E-—F
Note HK$’000 HK$’000
B 5 FET FET
Non-current liabilities kREBAE
Lease liabilities HEBE 21 180 =
180 -
NET ASSETS/(LIABILITIES) BE/(AB)ZFE 8,508 (2,163)
Capital and reserves EXR#E
Share capital % AR 22(a) 4,930 4,180
Reserves 7 1 3,578 (6,343)
TOTAL EQUITY ERAE 8,508 (2,163)

These consolidated financial statements on pages 61 to 131 were FOIZEBIENZEHREVBEREREN T

approved and authorised for issue by the Board of Directors on 19 —Z—FNA TN BEEF G ERE T -
August 2022 and signed on its behalf by: WHNUATEEREEE:
Director Director
EE e
Chung Yuk Lun Cao Dayong
EE B EPE]
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
SLERBEBERR

At 31 March 2022 R=F - —F=H=+—H

Attributable to owners of the Company

FRRAERAESE

Fair value Accumulated

Issued Share Other reserve (non- profits/
capital premium reserves recycling) (losses)  Total equity
DYERE
(FABA  RHFE/
BRITRA BB EE Hitt k4 B#) (B#8) R4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER TER
Note 22(b)() ~ Note 22(b)(ii) ~ Note 22(b)(iv)
P 2 22(0) ) firsE22(0)i) P EE22(b)v)
At 1 April 2020 RZZEZTFMA—H 4,180 33,785 5,000 - (31,987) 10,978
Loss and total comprehensive FEEER2HEGEAR
loss for the year - - - - (13,141) (13,141)
At 31 March 2021 RZEZ-F=HA=1—H 4,180 33,785 5,000 - (45,128) (2,163)
At 1 April 2021 R-ZE--EWA-H 4,180 33,785 5,000 - (45,128) (2,163)
Loss and total FEFERZ2EWE
comprehensive income ay
for the year - - - 237 388 625
Issue of share by placing  ZEBEERTRA 750 9,525 - - - 10,275
Share issue expenses ROBTHX - (229) - - - (229)
At 31 March 2022 R-ZB--%#=ZA=1-H 4,930 43,081 5,000 237 (44,740) 8,508
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CONSOLIDATED STATEMENT OF CASH FLOWS

SERTRER

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

2022 2021
—_Eg-= —E-—F
Note HK$°000 HK$’000
B 3 FET FAET
OPERATING ACTIVITIES BRETEH
Cash generated from/(used in) operations #& 4 F718,/(Fr )R & 23(a) 57 (7,858)
Income taxes (paid)/refund (B BREER (153) 2,050
Net cash used in operating activities EZEFBHFFAR S FHE (96) (5,808)
INVESTING ACTIVITIES REES
Payment for purchase of property, BEME WEK
plant and equipment BN (67) —
Proceeds from disposal of an associate  H & B ‘& A &) 2 118 K8 - 500
Proceeds from disposal of property, plant HE¥ % « lE M KEZ
and equipment Fr 5 38 - 320
Net cash (used in)/generated from in wEEE (TR, &
investing activities REFE (67) 820
FINANCING ACTIVITIES m &R E
Issue of shares BT D 10,046 =
Repayment of bond EEES - (5,000)
Proceeds from term loan EHERZBREA - 2,884
Repayment of term loan BEETEHER (8,234) =
Payment of lease liabilities and interests T & & & & | B 5% (757) (769)
Interest paid EEEESS (384) (699)
Net cash generated from/(use in) BEEEAE(FTA)
financing activities REFE 23(b) 671 (3,584)
Net increase/(decrease)incashand BRERREZEEBEYWHE M
cash equivalents (R F8E 508 (8,572)
Cash and cash equivalents FUHRERESEEY
at beginning of year 2,577 11,149
Cash and cash equivalents atend of EXRBEERBLZEEY
year, represented by bank balances (B TE&#REERE)
and cash 3,085 2,577
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

1.

GENERAL INFORMATION

KNK Holdings Limited (the “Company”) is a limited liability
company incorporated in the Cayman Islands and its shares
are listed on GEM of The Stock Exchange of Hong Kong
Limited. The addresses of its registered office and principal
place of business are Cricket Square Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111, Cayman Islands and
Unit E, 33/F., Legend Tower, 7 Shing Yip Street, Kwun Tong,
Kowloon, Hong Kong respectively.

The Company is an investment holding company. The
Company and its subsidiaries (collectively, the “Group”)
are principally engaged in provision of comprehensive
architectural and structural engineering consultancy services.
The principal activities of its subsidiaries are set out in note
28 to the consolidated financial statements.

In the opinion of the directors, the ultimate holding company
of the Company is Energetic Way Limited, a company
incorporated in the British Virgin Islands.

BASIS OF PREPARATION

These consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”), which collective term includes all applicable Hong
Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”),
accounting principles generally accepted in Hong Kong
and the applicable disclosure requirements of the Hong
Kong Companies Ordinance. These consolidated financial
statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on
GEM of The Stock Exchange of Hong Kong Limited (the “GEM
Listing Rules”).

All amounts have been rounded to the nearest thousand,
unless otherwise indicated.

These consolidated financial statements have been prepared
on a basis consistent with the accounting policies adopted
in the 2021 consolidated financial statements except for the
adoption of the new/revised HKFRSs that are relevant to the
Group and effective from the current year as detailed in note
4 to the consolidated financial statements. A summary of the
principal accounting policies adopted by the Group is set out
in note 3 to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BmRME

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

3.

62

PRINCIPAL ACCOUNTING POLICIES

(a)

(b)

(c)

Basis of measurement

The measurement basis used in the preparation of these
consolidated financial statements is historical cost,
except for equity investment at fair value through other
comprehensive income which have been measured at
fair value.

Basis of consolidation

The consolidated financial statements comprise the
financial statements of the Company and all of its
subsidiaries. The financial statements of the subsidiaries
are prepared for the same reporting year as that of the
Company using consistent accounting policies.

All intra-group balances, transactions, income and
expenses and profits and losses resulting from intra-
group transactions are eliminated in full. The results of
subsidiaries are consolidated from the date on which the
Group obtains control and continue to be consolidated
until the date that such control ceases.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.
The cost of an item of property, plant and equipment
comprises its purchase price and any directly
attributable costs of bringing the asset to its working
condition and location for its intended use. Repairs and
maintenance are charged to profit or loss during the
year in which they are incurred.

Depreciation is provided to write off the cost less
accumulated impairment losses of property, plant
and equipment over their estimated useful lives from
the date on which they are available for use and after
taking into account their estimated residual values,
using the straight-line method, at the following rates per
annum. Where parts of an item of property, plant and
equipment have different useful lives, the cost of the
item is allocated on a reasonable basis and depreciated
separately:

Office equipment 20%
Furniture and fixtures 20%
Motor vehicle 33-1/3%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(d) Subsidiaries

(e)

A subsidiary is an entity that is controlled by the Group.
The Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through
its power over the entity. The Group reassesses whether
it controls an investee if facts and circumstances
indicate that there are changes to one or more of the
elements of control.

In the Company’s statement of financial position,
which is presented within these notes, an interest in a
subsidiary is stated at cost less impairment loss. The
carrying amount of the interest in a subsidiary is reduced
to its recoverable amount on an individual basis, if it
is higher than the recoverable amount. The results of
subsidiaries are accounted for by the Company on the
basis of dividends received and receivable.

Associate

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over
those policies.

The Group’s interest in associate is accounted for
under the equity method of accounting, except when
the investment or a portion thereof is classified as held
for sale. Under the equity method, the investment is
initially recorded at cost and adjusted thereafter for
the post-acquisition changes in the Group’s share
of the investee’s net assets and any impairment loss
relating to the investment. Except to the extent that the
Group has incurred legal or constructive obligations or
made payments on behalf of the investee, the Group
discontinues recognising its share of further losses
when the Group’s share of losses of the investee equals
or exceeds the carrying amount of its interest in the
investee, which includes any long term interests that, in
substance, form part of the Group’s net investment in
the investee.

Unrealised profits and losses resulting from transactions
between the Group and its associates are eliminated
to the extent of the Group’s interest in the investees,
except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they
are recognised immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BmRME

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

3.

64

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(f)

Financial instruments
Financial assets
Recognition and derecognition

Financial assets are recognised when and only when the
Group becomes a party to the contractual provisions of
the instruments and on a trade date basis.

A financial asset is derecognised when and only when
(i) the Group’s contractual rights to future cash flows
from the financial asset expire or (i) the Group transfers
the financial asset and either (a) it transfers substantially
all the risks and rewards of ownership of the financial
asset, or (b) it neither transfers nor retains substantially
all the risks and rewards of ownership of the financial
asset but it does not retain control of the financial asset.

Classification and measurement

Financial assets (except for trade receivables and
contract assets) are initially recognised at their fair value
plus, in the case of financial assets not carried at fair
value through profit and loss (“FVPL’), transaction costs
that are directly attributable to the acquisition of the
financial assets. Such trade receivables and contract
assets are initially measured at their transaction price.

On initial recognition, a financial asset is classified as
(i) measured at amortised cost; (ii) debt investment
measured at fair value through other comprehensive
income; (iii) equity investment measured at fair value
through other comprehensive income; or (iv) measured
at FVPL.

The classification of financial assets at initial recognition
depends on the Group’s business model for managing
the financial assets and the financial asset’s contractual
cash flow characteristics. Financial assets are not
reclassified subsequent to their initial recognition unless
the Group changes its business model for managing
them, in which case all affected financial assets are
reclassified on the first day of the first annual reporting
period following the change in the business model.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3.

PRINCIPAL ACCOUNTING POLICIES 3. FEEFHEERM
(Continued)
(f) Financial instruments (Continued) f €WMIAE@

Financial assets (Continued) cRMEE (&)

Financial assets measured at amortised cost BBHEELGTENETHEE

A financial asset is measured at amortised cost if ESREERKFEESUTIESE A

it meets both of the following conditions and is not WEEEZAFEEFAEZ 8

designated as at FVPL: PRMEEREHAANGE

(i) it is held within a business model whose objective i) ZeREERETEBESR
is to hold financial assets in order to collect TREEWNDNEANRERE
contractual cash flows; and MEBEXNFHE &

(i) its contractual terms give rise on specified dates (i) ZETMEENAOGRIRE
to cash flows that are solely payments of principal ERTEEENREREER
and interest on the principal amount outstanding. REFEAERAEBEELREH

FB e

Financial assets at amortised cost are subsequently REHENATENSMEERR

measured using the effective interest method and are KABERAMNEEFE T AJER

subject to impairment. Gains and losses arising from BWEFZE - HE- - BUERER I E

impairment, derecognition or through the amortisation HARPEENKREZ REBENE

process are recognised in profit or loss. SR e

The Group’s financial assets at amortised cost include AEBZBHEKATFTENSRE

trade and other receivables, loan receivables and bank EREESRAEMMBEKRRIE  E

balances and cash. WERARBITEBRRES -

Equity investments at fair value through other BAFEFAHEMZE KSR

comprehensive income ERE

On initial recognition, the Group can make an A 86 T R - AN & E AR (A

irrevocable election (on an instrument-by-instrument THEEEHTABERERE -

basis) to designate investments in equity instruments NETIFIEEENRELIAR
that are not held for trading as at fair value through BREBEATEFGTAEMEEKE -
other comprehensive income.

Equity investments at fair value through other BEAFEFAEME2ERZ MK

comprehensive income are subsequently measured at BEEHBERATEFE HAQ

fair value with gains and losses arising from changes in THEEHEENREREBEERE

fair values recognised in other comprehensive income fth 2 E U 2 B AR R A S E R (F

and accumulated in the fair value reserve (non-recycling). AEE)ANEG  RNRIEERRE

On derecognition of an investment, the cumulative B SRR AFEREE T ED)

gains or losses previously accumulated in the fair value AERFWERFREHEBEITEE

reserve (non-recycling) are not reclassified to profit or FIoEEER -

loss.
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Year ended 31 March 2022 ##% — & — —

F=A=1—HIFZE

3. PRINCIPAL ACCOUNTING POLICIES

(Continued)

(f) Financial instruments (Continued)

Equity investments at fair value through other

comprehensive income (Continued)

Dividends on these investments are recognised in
profit or loss, unless the dividends clearly represent a

recovery of part of the cost of the investment.

Financial liabilities

Recognition and derecognition

Financial liabilities are recognised when and only when
the Group becomes a party to the contractual provisions

of the instruments.

A financial liability is derecognised when and only when
the liability is extinguished, that is, when the obligation
specified in the relevant contract is discharged,

cancelled or expires.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(f)

Financial instruments (Continued)
Financial liabilities (Continued)
Classification and measurement

Financial liabilities are initially recognised at their fair
value plus, in the case of financial liabilities not carried
at FVPL, transaction costs that are directly attributable
to the issue of the financial liabilities.

The Group’s financial liabilities include trade and
other payables, other borrowings, term loan and bond
payable. All financial liabilities are recognised initially at
their fair value and subsequently measured at amortised
cost, using the effective interest method, unless the
effect of discounting would be insignificant, in which
case they are stated at cost.

Impairment of financial assets

The Group recognises loss allowances for expected
credit losses (“ECL”) on financial assets that are
measured at amortised cost. Except for the specific
treatments as detailed below, at each reporting date, the
Group measures a loss allowance for a financial asset
at an amount equal to the lifetime ECL if the credit risk
on that financial asset has increased significantly since
initial recognition. If the credit risk on a financial asset
has not increased significantly since initial recognition,
the Group measures the loss allowance for that financial
asset at an amount equal to 12-month ECL.

Other financial assets measured at fair value are not
subjected to ECL assessment.
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3.

68

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(f)

Financial instruments (Continued)
Impairment of financial assets (Continued)
Measurement of ECL

ECL is a probability-weighted estimate of credit losses
(i.e. the present value of all cash shortfalls) over the
expected life of the financial instrument.

For financial assets, a credit loss is the present value of
the difference between the contractual cash flows that
are due to an entity under the contract and the cash
flows that the entity expects to receive.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of a
financial instrument while 12-month ECL represents the
portion of lifetime ECL that is expected to result from
default events on a financial instrument that are possible
within 12 months after the reporting date.

Where ECL is measured on a collective basis, the
financial instruments are grouped together based on the
past due information.

Loss allowance is remeasured at each reporting date to
reflect changes in the financial instrument’s credit risk
and loss since initial recognition. The resulting changes
in the loss allowance are recognised as an impairment
gain or loss in profit or loss with a corresponding
adjustment to the carrying amount of the financial
instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(f)

Financial instruments (Continued)
Impairment of financial assets (Continued)
Definition of default

The Group considers the following as constituting an
event of default for internal credit risk management
purposes as historical experience indicates that the
Group may not receive the outstanding contractual
amounts in full if the financial asset that meets any of
the following criteria.

(i) 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); or

(i)  there is a breach of financial covenants by the
counterparty.

Irrespective of the above analysis, 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.

Assessment of significant increase in credit risk

In assessing whether the credit risk on a financial
instrument 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.
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3. PRINCIPAL ACCOUNTING POLICIES
(Continued)

(f) Financial instruments (Continued)

70

Impairment of financial assets (Continued)

Assessment of significant increase in credit risk
(Continued)

In particular, the following information is taken into
account in the assessment:

° the debtor’s failure to make payments of principal
or interest on the due dates;

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

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

o actual or expected changes in the technological,
market, economic or legal environment that have
or may have a significant adverse effect on the
debtor’s ability to meet its obligation to the Group.

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk on a financial
instrument has increased significantly since initial
recognition when contractual payments are more than
30 days past due.

Notwithstanding the foregoing, the Group assumes
that the credit risk on a financial instrument has not
increased significantly since initial recognition if the
financial instrument is determined to have low credit risk
at the reporting date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 #Z2 —F - —4#=H=+—HIFFE

3. PRINCIPAL ACCOUNTING POLICIES 3. FEEEREXW@
(Continued)
(f) Financial instruments (Continued) f €WMIAE@
Impairment of financial assets (Continued) SRMEERMEE)
Low credit risk BEERE
A financial instrument is determined to have low credit mETINER & Fﬂﬂ TEgRE

risk if:

(i) it has a low risk of default;

(i)  the borrower has a strong capacity to meet its
contractual cash flow obligations in the near term;
and

(i) adverse changes in economic and business
conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to
fulfil its contractual cash flow obligations.

The financial instruments are determined to have low
credit risks are set out in note 25 to the consolidated
financial statements.

Simplified approach of ECL

For trade receivables, the Group applies a simplified
approach in calculating ECL. The Group recognises a
loss allowance based on lifetime ECL at each reporting
date and has established a provision matrix that is
based on its historical credit loss experience, adjusted
for forward-looking factors specific to the debtors and
the economic environment.

Credit-impaired financial asset

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 include
observable data about the following events:

(@)  significant financial difficulty of the issuer or the
borrower.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3. PRINCIPAL ACCOUNTING POLICIES
(Continued)

(f) Financial instruments (Continued)

72

Impairment of financial assets (Continued)
Credit-impaired financial asset (Continued)

(b) a breach 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.

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

(f) the purchase or origination of a financial asset at
a deep discount that reflects the incurred credit
losses.

Write-off

The Group writes off a financial asset when the Group
has no reasonable expectations of recovering the
contractual cash flows on a financial asset in its entirety
or a portion thereof. The Group has a policy of writing
off the gross carrying amount when the financial asset
is 1 year past due based on historical experience
of recoveries of similar assets. The Group expects
no significant recovery from the amount written off.
However, financial assets that are written off could still
be subject to enforcement activities under the Group’s
procedures for recovery of amounts due, taking into
account legal advice if appropriate. Any subsequent
recovery is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(9)

(h)

Impairment of non-financial assets

At the end of each reporting period, the Group reviews
internal and external sources of information to assess
whether there is any indication that its property, plant
and equipment, right-of-use assets and interests
in associates may be impaired or impairment loss
previously recognised no longer exists or may be
reduced. If any such indication exists, the recoverable
amount of the asset is estimated, based on the higher
of its fair value less costs of disposal and value in use.
Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the smallest group of assets
that generates cash flows independently (i.e. a cash-
generating unit).

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 cash-
generating unit is reduced to its recoverable amount.
Impairment losses are recognised as an expense in
profit or loss immediately.

A reversal of impairment losses is limited to the carrying
amount of the asset or cash-generating unit that would
have been determined had no impairment loss been
recognised in prior years. Reversal of impairment losses
is recognised as income in profit or loss immediately.

Revenue recognition
Rental income

Rental income under operating leases is recognised
when the assets are let out and on the straight-line
basis over the lease term.
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3.

74

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(h) Revenue recognition (Continued)

Revenue from contracts with customers within
HKFRS 15

Nature of goods or services

The nature of the goods or services provided by the
Group is provision of comprehensive architectural and
structural engineering consultancy services.

Identification of performance obligations

At contract inception, the Group assesses the goods
or services promised in a contract with a customer and
identifies as a performance obligation each promise to
transfer to the customer either:

(@)

(o)

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 and that have the same
pattern of transfer to the customer.

A good or service that is promised to a customer is
distinct if both of the following criteria are met:

(@)

the customer can benefit from the good or service
either on its own or together with other resources
that are readily available to the customer (i.e. the
good or service is capable of being distinct); and

the Group’s promise to transfer the good or
service to the customer is separately identifiable
from other promises in the contract (i.e. the
promise to transfer the good or service is distinct
within the context of the contract).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IS ERAR MR

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3. PRINCIPAL ACCOUNTING POLICIES
(Continued)

(h) Revenue recognition (Continued)

3. FEEFNHR®@

(h)

Revenue from contracts with customers within
HKFRS 15 (Continued)

Timing of revenue recognition

Revenue is recognised when (or as) the Group satisfies
a performance obligation by transferring a promised
good or service (i.e. an asset) to a customer. An asset is
transferred when (or as) the customer obtains control of
that asset.

The Group transfers control of a good or service over
time and, therefore, satisfies a performance obligation
and recognises revenue over time, 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;

(b) the Group’s performance creates or enhances
an asset (for example, work in progress) that
the customer controls as the asset is created or
enhanced; or

(c) 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.

If a performance obligation is not satisfied over time, the
Group satisfies the performance obligation at a point in
time when the customer obtains control of the promised
asset. In determining when the transfer of control
occurs, the Group considers the concept of control and
such indicators as legal title, physical possession, right
to payment, significant risks and rewards of ownership
of the asset, and customer acceptance.

Service income from provision of comprehensive
architectural and structural engineering consultancy
services is recognised over time when the customer
simultaneously receives and consumes the benefits
provided by the Group’s performance as the Group
performs, or when the Group’s performance creates or
enhances an asset that the customer controls as the
asset is created or enhanced.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR MR

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

3. PRINCIPAL ACCOUNTING POLICIES
(Continued)

(h) Revenue recognition (Continued)

76

Revenue from contracts with customers within
HKFRS 15 (Continued)

Timing of revenue recognition (Continued)

For revenue recognised over time under HKFRS 15,
provided the outcome of the performance obligation
can be reasonably measured, the Group applies the
input method (i.e. based on the proportion of the actual
inputs deployed to date as compared to the estimated
total inputs) to measure the progress towards complete
satisfaction of the performance obligation because
there is a direct relationship between the Group’s inputs
and the transfer of control of goods or services to the
customers and reliable information is available to the
Group to apply the method. Otherwise, revenue is
recognised only to the extent of the costs incurred until
such time that it can reasonably measure the outcome
of the performance obligation. The principal input
applied in input methods is labour hours and/or third
party and related party costs incurred.

Variable consideration

If the consideration promised in a contract includes a
variable amount, the Group estimates the amount of
consideration to which it will be entitled in exchange
for transferring the promised goods or services to a
customer. The variable consideration is estimated by
using either the expected-value or the most-likely-
amount method whichever is better to predict the
entitled amount. The estimated variable consideration is
then included in the transaction price only to the extent
that it is highly probable that a significant reversal in
the amount of cumulative revenue recognised of the
contract will not occur when the uncertainty associated
with the variable consideration is subsequently resolved.

Interest income

Interest income from financial assets is recognised
using the effective interest method. For financial
assets measured at amortised cost that are not credit-
impaired, the effective interest rate is applied to the
gross carrying amount of the assets while it is applied
to the amortised cost (i.e. the gross carrying amount net
of loss allowance) in case of credit-impaired financial
assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(i)

Contract assets and contract liabilities

If the Group performs by transferring goods or services
to a customer before the customer pays consideration
or before payment is due, the contract is presented as
a contract asset, excluding any amounts presented as a
receivable. Conversely, if a customer pays consideration,
or the Group has a right to an amount of consideration
that is unconditional, before the Group transfers a good
or service to the customer, the contract is presented as
advance payments from customers when the payment
is made or the payment is due (whichever is earlier). A
receivable is the Group’s right to consideration that is
unconditional or only the passage of time is required
before payment of that consideration is due.

For a single contract or a single set of related contracts,
either a net contract asset or a net advance payment
from customers is presented. Contract assets and
contract liabilities of unrelated contracts are not
presented on a net basis.

It is common for the Group to receive from the customer
the whole or some of the contractual payments
before the goods are delivered (i.e. the timing of
revenue recognition for such transactions). The Group
recognises a contract liability until it is recognised as
revenue. During that period, any significant financing
components, if applicable, will be included in the
contract liability and will be expensed as accrued unless
the interest expense is eligible for capitalisation.

On the other hand, in accordance with the standard
payment schedules of the Group, payments are
normally not due or received from the customer until
the services are completed or when the goods are
delivered. However, for such transactions, revenue is
recognised over time and therefore, a contract asset is
recognised until it becomes a receivable or payments
are received. During that period, any significant
financing components, if applicable, will be included in
the contract asset and recognised as interest income.

3.

TESTHBE@®

(i)

BHREEREGHNARE
WAEERELXNREAMLAES
NEHENAMEERKREER
TEF AHOBRIRENEE "
TEEZ2I/ABURBZEME
Bk MRAKERTFEE
EmBIRBEE - TEPXMARE - =X
AEBEAREREDNSKESR
A & 48 R A AT KB
BNAREERSE)RZ2IRER
B BRRHRBASAEEE KN
FEXNIBREMETHRR
2 BGRERER -

E-ANR—AHEBAEHNNUEYH
BEFEATPBFFEEY -
BHAHZANEERANAREYL
TRFEEEZTD -

ARERENXAA(ERRS
B U 25 AR B ) B B P A 2 2B
KD EHNREBER - AKHE
MRANABEEEANAERER
AU NZBE - BRIEF SR
XAEBRERL  EAERFEK
sMMBREFAEGHNARBRYLH
REFFAXXH -

SN - AR BN 5 B Y AR BE A R B
- IR T AAT SR B AT
EPBEEANTTGMNR - AW
HRRERHME - W B R
RAHERANEEEEEREK
AW R IR S E WA 3R o &
HE - EAEAREKD (HER)
BRENEEARLERSHNE
WA e

2021/2022% % HESREBRERERAE 77



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BmRME

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

3.

78

PRINCIPAL ACCOUNTING POLICIES
(Continued)

)]

(k)

U]

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash equivalents represent short-term highly
liquid investments which are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of change in value.

Foreign currency translation

ltems included in the consolidated financial statements
are measured using the currency of the primary
economic environment in which the entity operates
(the “functional currency”). The Company’s functional
currency is Hong Kong dollars (“HK$”).

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in
profit or loss.

Lease

The Group assesses whether a contract is, or contains,
a lease at inception of the contract. 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.

KNK Holdings Limited Annual Report 2021/2022

FESTBOR (@)

(i

(k)

U]

ReRBESEEY
REARERERME R s
EMETEEERAE NS BR
SEEEEDRRTANESES
REILRE -

HEEBRE
RAMBRRMIERDRER
BERENEBEERENEY
(IhaeE D s 8 - ARER I
EBARBET(EL) -

SNERZ ZIR R P E AR IRATHE X
BERNEEE HARERHE
EREBEEREXBENUINIEFE
CEBREERBEMELEZER
WakBE HRBaTER -

HE
FEBRANHARKFGEAOR
TEREEXESHE - HALH
FE TR R R — BB ) PR I 2
MEEMNAEUABRDRRE  BIZ
AHREEXBREHEE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IS ERAR MR

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

U]

Lease (Continued)
As lessee

The Group applies the recognition exemption to short-
term leases and low-value asset leases. Lease payments
associated with these leases are recognised as an
expense on a straight-line basis over the lease term.

The Group accounts for each lease component within
a lease contract as a lease separately. 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.

Amounts payable by the Group that do not give rise to
a separate component are considered to be part of the
total consideration that is allocated to the separately
identified components of the contract.

The Group recognises a right-of-use asset and a lease
liability at the commencement date of the lease.

The right-of-use asset is initially measured at cost,
which comprises

(@)  the amount of the initial measurement of the lease
liability;

(o) any lease payments made at or before the
commencement date, less any lease incentives
received;

(¢) any initial direct costs incurred by the Group; and

(d) an estimate of costs to be incurred by the Group
in dismantling and removing the underlying asset,
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, unless
those costs are incurred to produce inventories.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR MR

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

3.

80

PRINCIPAL ACCOUNTING POLICIES
(Continued)

U]

Lease (Continued)
As lessee (Continued)

Subsequently, the right-of-use asset is measured
at cost less any accumulated depreciation and any
accumulated impairment losses and adjusted for any
remeasurement of the lease liability. Depreciation is
provided on a straight-line basis over the shorter of the
lease term and the estimated useful lives of the right-of-
use asset (unless the lease transfers ownership of the
underlying asset to the Group by the end of the lease
term or if the cost of the right-of-use asset reflects that
the Group will exercise a purchase option — in which
case depreciation is provided over the estimated useful
life of the underlying asset) as follows:

Office premises 2 years
The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date of the contract.

The lease payments included in the measurement of the
lease liability comprise the following payments for the
right to use the underlying asset during the lease term
that are not paid at the commencement date:

(@) fixed payments (including in-substance fixed
payments), less any lease incentives receivable;

(b)  variable lease payments that depend on an index
or a rate;

() amounts expected to be payable under residual
value guarantees;

(d)  exercise price of a purchase option if the Group is
reasonably certain to exercise that option; and

(e) payments of penalties for terminating the lease,

if the lease term reflects the Group exercising an
option to terminate the lease.

KNK Holdings Limited Annual Report 2021/2022

3.

FESTBOR (@)

(N

HE @

R AEHE AR

Hig ERREERKAREM
REFTERERMREFTRERSBG
E UYRMEERBENEMANENT
EFLAR -REAEHRERE
BEZBFAAERFHzIREE
BEBETRITE (GRIEEERHE
EMERAKEBEEMERY
BERSELHEREEENK
ARRAEEGTEBEERER
— EZBAT BREBEEEDN
Bt AERFE A RTE) T :

FNELYE S W F
HEREDRNRAHNRABBAHEHE
AXNWEENRREETNS

S

FAHERGEFENHENRE
BTN EAYAERRBEEE
A B R BRSO A

= .
TA -

(@ BEEMR(EEEREEMNR)
BALREW R EEE:

(b) BURR—BHEHH L ERNA
BHEMNT:

© REXNHKEEERBDEN
BRI

d) BERNTEEWEAREEAS
BHEETEZEN) X

(@) AR IS Y ST 3R (e 72 58
RIRANE B ITEEERERIL
HE) -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IS ERAR MR

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3. PRINCIPAL ACCOUNTING POLICIES
(Continued)

() Lease (Continued)
As lessee (Continued)

The lease payments are discounted using the interest
rate implicit in the lease, or where it is not readily
determinable, the incremental borrowing rate of the

lessee.

Subsequently, the lease liability is measured by
increasing the carrying amount to reflect interest on the
lease liability and by reducing the carrying amount to

reflect the lease payments made.

The lease liability is remeasured using a revised
discount rate when there are changes to the lease
payments arising from a change in the lease term or the
reassessment of whether the Group will be reasonably

certain to exercise a purchase option.

The Group recognises the amount of the remeasurement
of the lease liability as an adjustment to the right-of-use
asset. If the carrying amount of the right-of-use asset is
reduced to zero and there is a further reduction in the
measurement of the lease liability, the Group recognises
any remaining amount of the remeasurement in profit or

loss.

A lease modification is accounted for 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

(o)  the consideration for the lease 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BmRME

Year ended 31 March 2022 B2 —F - —4#=H=+—HIFFE

3.

82

PRINCIPAL ACCOUNTING POLICIES
(Continued)

U]

Lease (Continued)
As lessee (Continued)

When a lease modification is not accounted for as
a separate lease, at the effective date of the lease
modification,

(@ the Group allocates the consideration in the
modified contract on the basis of relative stand-
alone price as described above.

(b) the Group determines the lease term of the
modified contract.

(c) the Group remeasures the lease liability by
discounting the revised lease payments using a
revised discount rate over the revised lease term.

(d) for lease modifications that decrease the
scope of the lease, the Group accounts for the
remeasurement of the lease liability by decreasing
the carrying amount of the right-of-use asset to
reflect the partial or full termination of the lease
and recognising any gain or loss relating to the
partial or full termination of the lease in profit or
loss.

(e) for all other lease modifications, the Group
accounts for the remeasurement of the lease
liability by making a corresponding adjustment to
the right-of-use asset.

As lessor

The Group classifies each of its leases as either a
finance lease or an operating lease at the inception date
of the lease. A lease is classified as a finance lease
if it transfers substantially all the risks and rewards
incidental to ownership of the underlying asset. All other
leases are classified as operating leases.

When the Group is an intermediate lessor, it accounts
for the head lease and sublease as two separate
contracts. The sublease is classified as an operating
lease if the head lease is a short-term lease to which
the Group has applied the recognition exemption.
Otherwise, the sublease is classified as a finance or
operating lease by reference to the right-of-use asset
arising from the head lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3.

PRINCIPAL ACCOUNTING POLICIES 3. FEEEREXW@

(Continued)

() Lease (Continued) n HEm®@
As lessor — operating lease EREBEA — REHE
The Group applies the derecognition and impairment AEBHECEHERKZIBEER
requirements in HKFRS 9 to the operating lease & 7S B 5 3R 5 2E Bl O ) BXUH T
receivables. RIEBEHETE °
A modification to an operating lease is accounted for as HEEHEWETHETERR
a new lease from the effective date of the modification, B ARINE—EHHEHE  HR
considering any prepaid or accrued lease payments HEBBMEMNKEHERE
relating to the original lease as part of the lease RIEFHEENHHHEKIE -
payments for the new lease.

(m) Provisions (m) &
Provisions are recognised when the Group has a BEIAE BEEHEmMESR
present legal or constructive obligation as a result of EAMAEHEERD  RET
past events, when it is probable that an outflow of ZEBRAKEBEEZEFLEN =
resources embodying economic benefits will be required i ERBE S E A5G
to settle the obligation, and when a reliable estimate of ERER CHEIAFFEH LB
the amount of obligation can be made. Expenditures SHEAEFNHEBEREPNR -
for which a provision has been recognised are charged BERSBREARRS I IELH
against the related provision in the year in which the B URMEAEMGT - WE
expenditures are incurred. Provisions are reviewed at the BHNSHEBTEBE AN A
end of each reporting period and adjusted to reflect the HEHERRTEKEHEBEZTED
current best estimate. Where the effect of the time value XHERBEE WMASEER I8
of money is material, the amount provided is the present REKEBE AIEERHEER
value of the expenditures expected to be required BERN  BHEERRABIEE
to settle the obligation. Where the Group expects
a provision to be reimbursed, the reimbursement is
recognised as a separate asset but only when the
reimbursement is virtually certain.

(n) Employee benefits (n) EEEF
Short term employee benefits EHEEEF
Salaries, annual bonuses, paid annual leave and the He FERA BHEREIIEE
cost of non-monetary benefits are accrued in the KR T B AN B B 1R L A8 A AR 75
year in which the associated services are rendered by FENEET °
employees.
Defined contribution plans TE 8 it K5 &
The obligations for contributions to defined contribution EREERBRRTEZHREER
retirement scheme are recognised as an expense in EEREERTERAFAX - &
profit or loss as incurred. The assets of the scheme Bl EENBYERAES A M
are held separately from those of the Group in an REBCZEESDHRERE -
independently administered fund.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR MR

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

3. PRINCIPAL ACCOUNTING POLICIES
(Continued)

(o) Taxation

84

The charge for current income tax is based on the
results for the year as adjusted for items that are non-
assessable or disallowed. It is calculated using tax rates
that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is provided, using the liability method, on
all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities
and their carrying amounts in the consolidated financial
statements. However, any deferred tax arising from
initial recognition of an asset or liability in a transaction
other than a business combination that at the time of
the transaction affects neither the accounting profit nor
taxable profit or loss is not recognised.

The deferred tax liabilities and assets are measured
at the tax rates that are expected to apply to the year
when the asset is recovered or the liability is settled,
based on tax rates and tax laws that have been enacted
or substantively enacted at the end of the reporting
period.

Deferred tax assets are recognised to the extent that
it is probable that future taxable profit will be available
against which the deductible temporary differences, tax
losses and credits can be utilised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IS ERAR MR

Year ended 31 March 2022 #Z2 —F - —4#=H=+—HIFFE

3. PRINCIPAL ACCOUNTING POLICIES
(Continued)

(p) Related parties

A related party is a person or entity that is related to the
Group:

(@) A person or a close member of that person’s
family is related to the Group if that person:

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

(i) is a member of the key management
personnel of the Group.

(b)  An entity is related to the Group if any of the
following conditions applies:

(i) The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to
the others).

(i) One entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which the
other entity is a member).

(i) Both entities are joint ventures of the same
third party.

(iv)  One entity is a joint venture of a third entity
and the other entity is an associate of the
third entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BmRME

Year ended 31 March 2022 B2 —F - —4#=H=+—HIFFE

3.

86

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(p) Related parties (Continued)
(Continued)

(0)

(v)

(vi)

(vii)

(viii)

The entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group. If the
Group is itself such a plan, the sponsoring
employers are also related to the Group.

The entity is controlled or jointly controlled
by a person identified in (a).

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

The entity, or any member of a group of
which it is a part, provides key management
personnel services to the Group or to the
parent of the Group.

Close members of the family of a person are those
family members who may be expected to influence, or
be influenced by, that person in their dealings with the
Group and include:

(@)

(b)

(©

that person’s children and spouse or domestic
partner;

children of that person’s spouse or domestic
partner; and

dependants of that person or that person’s spouse
or domestic partner.

In the definition of a related party, an associate includes
subsidiaries of the associate and a joint venture includes
subsidiaries of the joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

3.

PRINCIPAL ACCOUNTING POLICIES
(Continued)

(g) Borrowing costs

Borrowing costs incurred, net of any investment
income on the temporary investment of the specific
borrowings, that are directly attributable to the
acquisition, construction or production of qualifying
assets, i.e. assets that necessarily take a substantial
period of time to get ready for their intended use or
sale, are capitalised as part of the cost of those assets.
Capitalisation of such borrowing costs ceases when
the assets are substantially ready for their intended use
or sale. All other borrowing costs are recognised as an
expense in the period in which they are incurred.

CHANGES IN ACCOUNTING POLICIES
Adoption of new/revised HKFRSs

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (the
“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”) that are relevant to its
operations and effective for its accounting year beginning on 1
April 2021. HKFRSs comprise Hong Kong Financial Reporting
Standards (the “HKFRS”); Hong Kong Accounting Standards
(the “HKAS”); and Interpretations. The adoption of these new
and revised HKFRSs did not result in significant changes to
the Group’s accounting policies, presentation of the Group’s
financial statements and amounts reported for the current
year and prior years.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The application of these
new HKFRSs will not have material impact on the financial
statements of the Group.

3.
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Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

5.

88

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and assumptions concerning the future and
judgements are made by the management in the preparation
of the consolidated financial statements. They affect the
application of the Group’s accounting policies, reported
amounts of assets, liabilities, income and expenses, and
disclosures made. They are assessed on an on-going
basis and are based on experience and relevant factors,
including expectations of future events that are believed to
be reasonable under the circumstances. Where appropriate,
revisions to accounting estimates are recognised in the period
of revision and future periods, in case the revision also affects
future periods.

Key sources of estimation uncertainty
Loss allowance for ECL

The Group’s management estimates the loss allowance for
trade receivables and contract assets measured at amortised
cost by using various inputs and assumptions including risk of
a default and expected loss rate. The estimation involves high
degree of uncertainty which is based on the Group’s historical
information, existing market conditions as well as forward-
looking estimates at the end of each reporting period. Where
the expectation is different from the original estimate, such
difference will impact the carrying amount of such financial
assets measured at amortised cost. Details of the key
assumption and inputs used in estimating ECL are set out in
note 25 to the consolidated financial statements.

Revenue from contracts with customers within HKFRS
15

As explained in principal accounting policy, revenue
recognition on an uncompleted project is dependent on
estimating the total outcome of the contract, as well as the
work done to date. Based on the Group’s recent experience
and the nature of the activity undertaken by the Group, the
Group makes estimates of the point at which it considers the
work is sufficiently advanced such that the costs to complete
and revenue can be reliably estimated. Actual outcomes in
terms of total cost or revenue may be higher or lower than
estimated at the end of the reporting period, which would
affect the revenue and profit recognised in future years as an
adjustment to the amounts recorded to date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

5.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Key sources of estimation uncertainty
(Continued)

Determination of discount rate for calculating lease
liabilities — as lessee

The Group uses the lessee’s incremental borrowing rate to
discount future lease payments since interest rate implicit
in the leases is not readily determinable. In determining the
discounts rate for its leases, the Group refers to a rate that
is readily observable as the starting point and then applies
judgement and adjusts such observable rate to determine the
incremental borrowing rate.

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful debts
based on assessments of the recoverability of the trade and
other receivables, including the current creditworthiness and
the past collection history of each debtor. Impairments arise
where events or changes in circumstances indicate that the
balances may not be collectible. The identification of bad and
doubtful debts requires the use of judgement and estimates.
Where the actual result is different from the original estimate,
such difference will impact the carrying value of the trade and
other receivables and doubtful debt expenses in the year in
which such estimate has been changed.

Useful lives and impairment of property, plant and
equipment and right-of-use assets

The directors review the residual value, useful lives and
depreciation/amortisation method of property, plant and
equipment and right-of-use assets at the end of each
reporting period, through careful consideration with regards
to expected usage, wear-and-tear and potential technical
obsolescence to usage of the assets.
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5.

90

CRITICAL ACCOUNTING ESTIMATES AND 5. BRI A (g
JUDGEMENTS (Continued)
Key sources of estimation uncertainty TR ERZEZEERF (&)
(Continued)
Useful lives and impairment of property, plant and ME - BERRBURERAEEENT
equipment and right-of-use assets (Continued) £ A 8 R E ()
In determining whether an asset is impaired, the directors REETEERDHER EFANGER
have to assess whether an event has occurred that may affect CRAENETEEEBENSIE - M
the asset value. If any such indication exists, the recoverable MERBTRTFE - ééﬁ@ﬁ”g@ & B #
amounts of the asset would be determined by reference to %%ﬁﬁﬁ{%ﬁ&@$ﬁﬁﬁ%ﬁk$?§i °
value in use and fair value less costs of disposal. Value in use @Eﬁﬁ{%@ﬁ@iﬁﬁﬁfﬁ Iﬁﬁﬁ%?ﬁ%i °
is determined using the discounted cash flow method. Owing %%Eﬁiﬁﬁ*%ﬁ@ﬁ%&@iﬁﬁﬂj
to inherent risk associated with estimations in the timing and ’%ﬁkﬁﬁ’]ﬁ% REkEEEENERRR
magnitude of the future cash flows and fair value less costs of BREMMGTAIREE ﬁgﬂﬁ?ﬁ{%”m% L1
disposal, the estimated recoverable amount of the asset may BRAT Mk ol & 8 R 1B s M) BE R A4 A O BT
be different from its actual recoverable amount and profit or HEE -
loss could be affected by accuracy of the estimations.
3L b A2
REVENUE AND SEGMENT INFORMATION 6. WmkaHEFR
. S oy o1 &
(a) Revenue and business segment (a) Wa@EKEHDE
2022 2021
—E-CF —E-—F
HK$’000 HK$’000
FHERT FET
Revenue from contracts with E15FAEERARERERS
customers within HKFRS 15 IRERNENRE
Contract revenue from provision for REREEZEHBEERSEE
comprehensive architectural and T2 B8 1 Pl 7% B 5 A
structural engineering consultancy BREE W=
services recognised over time 35,816 41,246
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e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

6.

REVENUE AND SEGMENT INFORMATION
(Continued)

(a) Revenue and business segment
(Continued)

6. WHERDIBER &)

(a)

The Group’s operation is mainly derived from provision
for comprehensive architectural and structural
engineering consultancy services. For the purpose of
resources allocation and performance assessment,
the chief operating decision marker (i.e. the directors
of the Company) reviews the overall results and
financial position of the Group as a whole prepared in
accordance with accounting policies which conform to
HKFRSs. Accordingly, the Group has only one single
operating segment and no further analysis of this single

segment is presented.

Revenue expected to be recognised in the future

arising from contracts with customers in existence

at the reporting date

The Group has applied the practical expedient in
paragraph 121 of HKFRS 15 to its contracts such that
the Group does not disclose information about revenue
that the Group will be entitled to when it satisfies the
remaining performance obligations under the contracts
as all contract works have an original expected duration

of one year or less.

(b)

Geographical information

(b)

All of the Group’s external revenue during the Year are
derived from services rendered in Hong Kong, the place

of domicile of the Group’s operating entities.

The geographical location of the non-current assets
is based on (i) the physical location of the asset in
the case of property, plant and equipment and right-
of-use assets; and (ii) the location of the operation to
which they are allocated in the case of deposits and
prepayments. In the case of interest in the associate,
it is based on the location of the operation of such

associate.

Since all of the property, plant and equipment and
right-of-use assets employed by the Group are located
in Hong Kong, the location of the operation to which
deposits and prepayments are allocated and the
operations of the associates are in Hong Kong, no

geographical information is presented accordingly.
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Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

6.

7A.

7B.

92

REVENUE AND SEGMENT INFORMATION 6.

(Continued)

(b) Geographical information (Continued)

Information about major customers

Revenue from customers contributing individually over
10% or more of the Group’s revenue is as follows:

Wz Kk o EHER (@m)

(b) 3th 120 & ¥ (40)
EREXEEFNEN

BEEMAEANEBEREI0%H A LD
REEPZHEEEFHINMT

2022 2021
—EgE-= —E-—F
HK$’000 HK$’000
FHET FAET
Customer A EFEA - 16,928

OTHER INCOME 7A. Hidr A
2022 2021
—E-CF —E-—F
HK$’000 HK$’000
FHET FAT

Rental income from subleases of FRAEEE BLHEmES

right-of-use assets/rented premises HBES KA 294 294
Government grants BT 5 B - 1,232
Sundry income HIEUA 58 121
352 1,647

The Group successfully applied for government grants
that relate to wage subsidy set up by the Hong Kong SAR
Government. Under the conditions of the wage subsidy,
the Group is required to retain its local employees even if
business is affected by the COVID-19 outbreak.

AREBXNEFEBRRBEBRTARILE
BIEMAMKRTMmE - BRIETE AL
B 5 14 - BN 275 2 B COVID-19% 15 &
Z AEBMPERBEAMES -

OTHER GAINS AND LOSSES 7B. Hfttl = R & B
2022 2021
—E-—F —E-—F
HK$’000 HK$’000
FET FAET
Gain on disposal of an associate HEBE AR A E - 332
Loss on deemed disposal of an associate R {EH E# & A F H & (549) =

Net gain on disposal of property, HEYE  BEARED

plant and equipment I = F K8 - 234
Net gain on lease modification HEET W wF 5 - 397
(549) 963
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8.

PROFIT/(LOSS) BEFORE TAX

This is stated after charging:

8. KRBANER,(EE)

It 3 ER 1R 5 R

2022 2021
—E-= —E—F
HK$’000 HK$’000
FET FHET
Finance costs =S =GN
Interest on bond payable FEHE ST B - 166
Interest on term loan EHE RF B 384 758
Interest expenses on lease liabilities HEAGZHNERX 46 43
430 967
Staff costs BT KA
(including directors’ remuneration) (BIEEEMS)
Salaries, wages and other benefits Fe  ITERHAMER 16,962 17,690
Contributions to defined contribution plans & %8 it Z &t 2| &9 it 7% 1,240 1,193
Total staff costs BIXABEHE 18,202 18,883
Less: Amount included in cost of services 3 : 5F A B 12 4 AR 76 BX 2 89
rendered k] (13,605) (13,802)
Total staff costs included in administrative 5+ AT B G2 89 & T A A&
expenses 4% 4,597 5,081
Other items Hhig g
Auditor’s remuneration % S AN B & 580 500
Depreciation of property, plant and ME BMELAZBETE
equipment 187 284
Depreciation of right-of-use assets CREEETE 641 392

The Group participates in the Mandatory Provident Fund
(“MPF”) Scheme under the Mandatory Provident Fund
Schemes Ordinance (Chapter 485 of the laws of Hong Kong)
for qualifying employees of the Group in Hong Kong. The
assets of the MPF Scheme are held separately from those
of the Group in funds under the control of independent
trustees. The Group contributes at the lower of HK$1,500
or 5% of relevant monthly payroll costs to the MPF Scheme,
which contribution is matched by employees. The Group’s
contributions to the MPF Scheme vest fully and immediately
with the employees. Accordingly, there were no forfeited
contributions available for the Group to reduce its existing
level of contributions to the MPF Scheme.

AEBRBEBEDF48ECRTIMER
BEAEGINDAETERENEER
EE2HEBGIMELES ((RESDFE -
BRELFENEERNBILZFEAEST
MESAEAEEEEIRFTA - A&
[#4%21,50078 TR A A R5% (A
REERE)HRESFEMHF ME
BMAFERSEHR AEBEHRES
AEMHFAEEmERTEE - it
A 62 (8 3 £ F 0] AT A O DR MR R AT R K
HRE R RTE S5 8 HFOKFE -
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9.

94

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

DIRECTORS’ AND SENIOR MANAGEMENT’S

EMOLUMENTS

The aggregate amounts of emoluments paid or payable to the
Company’s directors are as follows:

9. EERSREEEMS

ENRENAAREEZHMESERNOT

For the year ended 31 March 2022
HE-E-__F=-fA=t-HLEE

Salaries, Contributions
allowances to defined
Directors’  and benefits Discretionary  contribution
fees in kind bonuses plan Total
¥ BER EEMFHE
Ezge BENEA MR R @t
HK$’000 HK$'000 HK$°000 HK$000 HK$’000
TR TR TiER TR TER
Executive directors: HTES:
Chung Yuk Lun @ EEBo 360 - - - 360
Cao Dayong () EXRE0 - - - - -
Poon Kai Kit, Joe ©@ ERGO - 1,650 330 297 2,217
Independent non-executive directors: BIFHTES:
Lai Pik Chi, Peggy REZ 120 - - - 120
Chan Yuk Chun REY 120 - - - 120
Mabel Lee @ F2me 47 - - - 47
Lee Pui Chung ¥ T 47 - - - 47
694 1,650 330 297 2,97
For the year ended 31 March 2021
HE-T--5=-fA=+-BLEE
Salaries, Contributions
allowances to defined
Directors’ and benefits Discretionary contribution
fees in kind bonuses plan Total
=2 EHEE 2
EEXUE ENGEH BEEa iofeay @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TAL TAR TAR
Executive directors: HiTES:
Poon Kai Kit, Joe @ AR - 3,960 660 267 4,887
Chung Yuk Lun @ gl 94 - - - 94
Sin Pui Ying © bATEL 185 - - - 185
Independent non-executive directors: BIFHTEES:
Lee Pui Chung =l 150 - - - 150
Lai Pik Chi, Peggy REY 120 - - - 120
Chan Yuk Chun ™ BELO 49 - - - 49
Chan Chung Yin, Victor 0 BRif RO 71 - - - 7
669 3,960 660 267 5,556
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9. DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS (Continued)

()

@

Mr. Cao Dayong was appointed as an executive director of the
Company on 20 January 2022.

Ms. Mabel Lee was appointed as an independent non-executive
director of the Company on 10 November 2021.

Mr. Poon Kai Kit, Joe was resigned as an executive director of
the Company on 25 August 2021.

Mr. Lee Pui Chung was retired as an independent non-
executive director of the Company on 23 August 2021.

Mr. Chung Yuk Lun was appointed as an executive director of
the Company on 28 December 2020.

Ms. Sin Pui Ying resigned as an executive director of the
Company on 8 January 2021.

Mr. Chan Chung Yin, Victor resigned and Ms. Chan Yuk Chun
was appointed as an independent non-executive director of the
Company on 2 November 2020.

No directors and five highest paid individuals have waived
emoluments in respect of the years ended 31 March 2022
and 2021.

No emoluments have been paid by the Group to the directors
and five highest paid individuals as an inducement to join or
upon joining the Group or as compensation for loss of office.

EENEREEEME @

) EAREEAAER T __F—-HA-_+HE
ZAEABERRRRITES -

@ TEMULTN-_E_—F+—A+0%E
ZEBARBIEMITES -

® ERGBEER=ZZE=_—F/\A=+HA
BERQBHITES -

@ FHBEER-_FT_—FN\NA-+=R
REARBBILIERITES -

©® EEBMEAN_Z-_ZTF+_-_F-+N
HEZTAEARRINITES -

©) GMELXTR_E_—F—AN\BEHT
ARBATES -

@ RIZE_ZTF+—-AZH BRHEALEE
BHEMREDRLEZERARRE
UIEHITES -
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9. DIRECTORS’ AND SENIOR MANAGEMENT’'S 9. EEKEREEREMWNE &)
EMOLUMENTS (Continued)

The five individuals whose emoluments were the highest in AEEFAREZTMATEE—
the Group for the year include one resigned director (2021: —TEC—F:—f)REFEFTEMNEH
one whose emoluments are reflected in the analysis presented R EXNREDHT) e A (ZE=—%F:
above). Details of the emoluments of the five individuals (2021: EHTEAOATZHMESFBHT

the remaining four) are as follows:

2022 2021
—E-C - —F
HK$’000 HK$’000
FHET FAT
Salaries and other emoluments FeRkEMME 6,894 3,120
Contributions to defined contribution plan 7 %8 it Z &t 2| &9 it 7% 966 240
Discretionary bonuses B IEIE AL 2,572 1,160
10,432 4,520
The emoluments were paid to the five (2021: the remaining XA ZCEZ—F: - HAOU) &®
four) highest paid individuals as follows: FMATZMESWT
Emoluments band [ R Number of individuals
AE
2022 2021
—Z==-= —E=-—
HK$’000 HK$’000
FE T FAET
Nil to HK$1,000,000 £ %1,000,0007% 7T - 1
HK$1,000,001 to HK$1,500,000 1,000,001 7T
%1,500,000% 7T 4 3
HK$1,500,001 to HK$2,000,000 1,500,001/ 7T
Z£2,000,0007% T - =
Over HK$2,000,000 2,000,000/ 7t WA £ 1 —
5 4
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10. TAXATION

The provision for Hong Kong Profits Tax is calculated at 16.5%
(2021: 16.5%) of the estimated assessable profits for the Year,
except for one subsidiary of the Group which is a qualifying
corporation under the two-tiered Profits Tax rate regime.

For this subsidiary, the first HK$2 million of assessable profits
are taxed at 8.25% and the remaining assessable profits are
taxed at 16.5%. The provision of the Hong Kong Profits Tax
for this subsidiary was calculated on the same basis in 2021.

The Cayman Islands levies no tax on the income of the
Company and the Group.

10.

BiE
BEREFESHBEBENIEAFTEHAERM
AE16.5% (ZE-—4% : 16.5%) 5t & -
HRFEHMAH THEERARNAR
EE—EHBRATKRI

Z Mt B A A 2 82,000,000 JT ¥ FE 2R B
i Al £8.25% B M #& T 2P 0 1R B AR B
S A B16.5% B - B AR E B
MERBEBERN - _—FRMEREEST
%ﬁ o

MERBSYTHARRARAEE ZHKA
BUAERHIA -

2022 2021
—Eg=-= —E-—F
HK$’000 HK$’000
FET FAT
Current tax BiTHE

Hong Kong Profits Tax: BEENFH
Current year NEE - 70
Over-provision for prior year BAFEBERE - (87)
Total tax charge/(credit) for the year AFEEBRHEBEBER, (KE) — (17)
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Year ended 31 March 2022 B2 —F - —4#=H=+—HIFFE

10. TAXATION (Continued)

0. BiE (@)

Reconciliation of tax expense HEMAX ZHER 2022 2021
—E-= T —F
HK$’000 HK$’000
FER FH& T
Profit/(loss) before taxation BREBAEA(FE) 388 (13,158)
Income tax at applicable tax rate of 16.5%  #% i@ F i £16.5%
(2021: 16.5%) (:;:—¢ 116.5%) 2
IESE 64 @2,171)
Results of associates B %.A NGIE$ - 486
Non-deductible expenses RS 30 163
Tax exempt revenue EERB WS = (94)
Unrecognised tax losses RERMIEE B 136 1,668
Tax effect of the two-tiered profits tax MRS 2% E
rates regime (230) (69)
Tax expense/(credit) for the year AEEHERS (KE) - (17)

The provision for Hong Kong Profits Tax is calculated at 16.5%
(2021: 16.5%) of the estimate profits for the year, except for

the subsidiary of the Group which quality under the two-tiered \E ﬁ/m\ﬂ

Profits Tax rate regime.

Under the two-tiered Profits Tax rate regime, the first HK$2
million of assessable profits are taxed at 8.25% and the
remain assessable profits are taxed at 16.5%. The provision
of the Hong Kong Profit tax of the subsidiary was calculated

at the same basis in 2021.

B S
B

BHE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IS ERAR MR

Year ended 31 March 2022 #% —ZF— —F=H=+—HIFFZE

11. EARNINGS/(LOSS) PER SHARE

The calculation of the basic and diluted earnings/(loss) per
share is as follows:

(a) Basic loss per share

1.

ZFRAER (BR)
SREARBEEF,/ (BR)HEDT -

(a) BRELXEE

2022 2021
—E-—F —TE-—F
HK$’000 HK$’000
FET FAT
Earnings/(loss) attributable to owners RATHEEABLBF,
of the Company (HK$’000) (E#8)(FET) 388 (13,141)
Weighted average number L 38 AR hn S B (T AR)
of ordinary shares ('000) 463,822 418,000
Basic earnings/(loss) BRELRRBF(EE)
per share (HK cents) (A1) 0.08 (3.14)

(b) Diluted earnings/(loss) per share
Diluted earnings/(loss) per share equals to basic loss
per share as there was no potential dilutive ordinary
shares in issue during the years ended 31 March 2022
and 2021.

12. DIVIDENDS

The directors do not recommend the payment of any dividend
for the year ended 31 March 2022 (2021: HK$Nil).

12.

(b) SRBEERF (FE)
REBEZZ-_FRZZE=—F=
A=1+—RALLEE  SREERF
(BR)EREBBRELRERE - A
NI EBETABEBREYE2NY
N

R B
EEfESERNEBEEZ-_ZE-_-_F=A
=+ HLEFEENTEARE(ZTE_—F:
THT) -
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e P BRRME

Year ended 31 March 2022 #% —ZF - —F=H=+—HIFFZE

13. PROPERTY, PLANT AND EQUIPMENT 13. ¥ - BHERZRE

Office Furniture Motor
equipment  and fixtures vehicle Total
BER
BARE EEE RE @t
HK$'000 HK$'000 HK$'000 HK$'000
THT TER TAx TAR
Reconciliation of carrying amount REEZHE - BZ-8-_F%
— year ended 31 March 2022 SAZT-HLEE
At the beginning of the year £ - 198 - 198
Additions NE - 67 - 67
Depreciation & - (187) - (187)
At end of the reporting period BEHR - 78 - 78
Cost A - 1,059 - 1,059
Accumulated depreciation and 2IMERFEEER
impairment losses - (981) - (981)
- 78 - 78
Reconciliation of carrying amount FRB HE -#E-F--F%
— year ended 31 March 2021 =A=t-RLt%E
At the beginning of the year E1) 1 397 170 568
Additions RE - - - -
Depreciation & (1) (199) (84) (284)
Disposal irf = - - (86) (86)
At end of the reporting period BEBR - 198 - 198
At 31 March 2021 RZBZ-¥=ZA=+-H
Cost KA 9 992 - 1,001
Accumulated depreciation and ZHMERRERE
impairment losses ) (794) - (803)
. 198 - 198
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 #Z —F - —F=H=+—HIFFZ

14.

RIGHT-OF-USE ASSETS 14. EREEE
The Group as lessee AEBEEREABEA
Disclosures of lease-related items: HEHBEEZRE:
2022 2021
=== T
HK$’000 HK$’000
FHET F& T
At 31 March: R=BA=+—H:
Right-of-use assets CRAEEE
- Office premises - MR E 864 122
Lease commitments of leases not yet WAFRBEE 2 HERIE
commenced (other than short-term leases) (% EfFE &% 4h) - 839
The maturity analysis, based on AEEHEAEER KR
undiscounted cash flows, of the Group’s ReEREZEBIHUT
lease liabilities is as follows:
- Less than 1 year - LR —F 728 210
- Between 1 and 2 years -—EMF 182 =
910 210
Year ended 31 March: BE=A=+t—HLFE:
Depreciation charge of right-of-use assets (FREEEZIFEER
— Office premises NS 641 392
Lease interests HERE 46 43
Expenses related to short-term leases HEEERBERX - 450
Income from subleasing right-of-use assets & {# A # & E 2 Ik A 294 294
Total cash outflow for leases HMEZHESRHATE 757 769
Addition to right-of-use assets NEFREEE 1,383 =

2021/2022F ;) HEFREFERER D
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BmRME

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

14.

102

RIGHT-OF-USE ASSETS (Continued)
The Group as lessee (Continued)

The Group leases an office premises for its daily operations.
Lease term is 2 years with an option to extend 1.5 years.

Restrictions or covenants

The lease imposes a restriction that, unless the approval is
obtained from the lessor, the right-of-use asset can only be
used by the Group and the Group is prohibited from selling or
pledging the underlying assets.

Extension options

The lease contract of office premises contains an extension
option. The extension option aims to provide flexibility to the
Group in managing the leased assets. The extension option
of the leases of office premises is normally exercised because
there are significant leasehold improvements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IS ERAR MR

Year ended 31 March 2022 #% —ZF— —F=H=+—HIFFZE

15. INTERESTS IN AN ASSOCIATE

15. REBERNTzE &

2022 2021

. - Sl —E-—F

HK$’000 HK$’000

FET FETT

Unlisted investments: share of net assets REMEE  DIEEEFE - 4,736

Details of the associate at 31 March 2021 are as follows:

Principal place of
business and

Proportion of
effective
ownership

K-E——F=A=+-ABEAFZ
HEWT

place of Registered interest held
Name of associate incorporation capital by the Group Principal activities
rEEEFE
TEEEBER WA RS
BEATEB a8 B 3L it B - ZESE FEEK
Kin On Engineering Hong Kong HK$16,000,000 49% Interior design, renovation and building work and

(International) Limited

BRIZER)BERAR &’

7
i3

16,000,000 7T

such other work related to implementation
of architecture and structural engineering
consultancy services

ZERAR BT REFIBUARBEEERERT
RHARG 2 EwE BN EMIE

The above associate was accounted for using the equity

method in the consolidated financial statements.

A LB E AR ARREERGES VR
RINER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BmRME

Year ended 31 March 2022 B2 —F - —4#=H=+—HIFFE

15.

104

INTERESTS IN ASSOCIATE (Continued)

On the 14 July 2021, the associate Kin On Engineering
(International) Limited has been deemed disposed by the
Group by means of alloted of 65,000,000 new shares in Kin
On to the major shareholder. Thus, the shareholding has
reduced from 49% to 9.89%. A loss on demand disposed
of HK$548,755 has been recorded in the profit or loss
in the consolidated statement of profit or loss and other
comprehensive income.

Relationship with associates

Kin On Engineering (International) Limited, a subcontractor for
interior design, renovation and building work, is expected to
provide the Group the architecture and structural engineering
consultancy services in the future.

Financial information of individually
material associate

Summarised financial information of the material associate of
the Group is set out below, which represents amounts shown
in the associate’s financial statements prepared in accordance
with HKFRSs and adjusted by the Group for equity accounting
purposes including any differences in accounting policies and
fair value adjustments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 #% —ZF— —F=H=+—HIFFZE

15. INTERESTS IN ASSOCIATE (Continued) 15. REFE QR = (3)

Financial information of individually & B & KBt & AT 2 B 7% & R (@)
material associate (Continued)

Kin On
Engineering
(International)

Limited
BRIREBER)
BRAR
HK$’000
FAT
At 31 March 2021 R=-B=-_—-F=H=+—H
Gross amount PR
Non-current assets SEMEEE 9,700
Current assets mENEE 134
Current liabilities mE G (170)
Equity T 7 9,664
Reconciliation HER
Gross amount of equity e AR 9,664
Group’s ownership interests AEB s HEBEEER 49%
Group’s share of equity and carrying amount of AEBD(hEEEEREERE
interest 4,736
Kin On
Engineering
(International)
Limited
BEZIR(ER)
BRATF
HK$’000
FET
Year ended 31 March 2021 BE-Z-_—H=ZA=1+—HLEE
Gross amount 5
Revenue & -
Loss from operations REBE (4,001)
Other comprehensive income Hizmkes -
Total comprehensive loss FHEEBE (4,001)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR MR

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

16. EQUITY INVESTMENTS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME

16. RAFEFAHM2EKEHR
BRE

2022 2021
—E-Z_H —E-—4F
Note HK$’000 HK$’000
Bt 5 FHET FAET
Equity securities EERKBEAFEGFAEMS
designated at FVOCI ARz (A EAER)Z
(non-recycling) BN
- Unlisted securities —FEmFES (i) (ii) 4,424 —
Notes: B it -

(i) Financial assets at fair value through other comprehensive
income (FVOCI) comprise equity securities which the Group
intends to hold for strategic purposes, and which the Group
has irrevocably elected at initial recognition to recognise in this
category.

(ii) The Group held shares in Kin On Engineering (International)
Limited, a company incorporated in Hong Kong SAR.

As at 31 March 2022, the fair value of these Shares was
HK$4,424,000 (2021: Nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 #% —ZF— —F=H=+—HIFFZE

17. TRADE AND OTHER RECEIVABLES 17. EZRHMWERKIE

2022 2021
—E-CF —E-—F
Note HK$’000 HK$’000
B 5 FET FET

Trade receivables E S EWRRIE
Trade receivables from third parties =75 2 & 5 fE W K18 17(a) 7,051 3,756
Contract assets BHEE 626 1,714
Less: Loss allowance B R - (1,714)
626 -
7,677 3,756

Other receivables H fth & W K18
Deposits and prepayments e RIEMK 387 386
Due from an investee company JFE U 45 1% & A 7] 17(b) 160 =
Due from an associate il g/ 17(b) - 160
Due from ultimate holding company & J & #& 2 j& A &) 17(b) 12 12
559 558
8,236 4,314

2021/2022% % HESREBRERERAE 107



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR MR

Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

17. TRADE AND OTHER RECEIVABLES
(Continued)
(@) Trade receivables and contract assets
Trade receivables

As of the end of the reporting period, the ageing
analysis of trade receivables based on invoice date and
net of loss allowance, is as follows:

17. BZRH b FEUWR R IE ()
(a) ESEURERGNEE

5 EWRE
HERESHKR RBEEHAER
NMBEEERGFENEZEZERFER
BT :

2022 2021
—E-CF T —F

HK$’000 HK$'000

FHET FAT

1-30 days 1E30K 2,538 1,132
31-60 days 31E60K 1,509 380
61-90 days 61Z290K 828 315
91-180 days 91E180k 607 731
Over 180 days B B180K 1,569 1,198
7,051 3,756

The Group does not allow any credit period to its
customers.

Information about the Group’s exposure to credit risks

and loss allowance for trade receivables is included in
note 25.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

U7 R My =

meE

Year ended 31 March 2022 #% —ZF— —F=H=+—HIFFZE

17. TRADE AND OTHER RECEIVABLES

(Continued)

(a)

(b)

17. B 5% H i FE WK TE (@)

Trade receivables and contract assets (a) ESEUREBERENEE @)
(Continued)
Trade receivables (Continued) g5 EWRE(E)
Contract assets BNEE
The movements (excluding those arising from increases FAREBBHH R % ZE:E“J £15
and decreases both occurred within the same vyear) of BONEFRONEGNEENES (T
contract assets from contracts with customers within /\il 18 [ 4R R 58 00 KR A
HKFRS 15 during the year are as follows: B WT:
2022 2021
—_E-= T
HK$’000 HK$’000
T FHET
At the beginning of the year " E 7] - 2,003
Increase due to operation in the year FAREEMmIG N 626 =
Loss allowance &5 B = (1,714)
Transferred to trade receivables HEZSEWHIA - (289)
At the end of the reporting period 45 H R 626 =
Due from an associate/ultimate holdin b) EWEEAR HEERD
g

company/investee company

Upon the deemed disposal of an associate, the amount
due from an associate was reclassified as due from an
investee company.

The amounts due are unsecured, interest-free and have
no fixed repayment term.

During the year, the greatest outstanding balance of
amount due from the ultimate holding company of which
directors, Poon Kai Kit Joe and Chan Ka Yee, own
equity interest was HK$12,000 (2021: HK$12,000).

2021/2022% % HESREBRERERAE
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Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

18. TRADE AND OTHER PAYABLES 18. BEZ R Hith B FRIE

2022 2021
—E-CF —E-—F
Note HK$’000 HK$’000
B 5 FERT FAT

Trade payables ESEMNRE
Trade payables — third parties BHORNREBE-F=5 18(a) 569 =
Contract liabilities EREE 18(b) - 276
569 276

Other payables H fth P& 3 R IR

Accrued charges and FEEH B A & H th FE T 5K IE

other creditors 1,261 795
Interest payables FE A FILB - 225
1,830 1,296

(@) Trade payables

As of the end of the reporting period, the ageing
analysis of trade payables based on invoice date, is as

(a) EZEMNKIEA
BEREHF  RERAHHEW
ESmREREHTWT -

follows:
2022 2021
—E-CF —E-—F
HK$’000 HK$’000
FE T FET
1-30 days 1£230K 447 -
31-60 days 31£60K - -
61-90 days B61Z290K 122 -
569 -
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Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

18. TRADE AND OTHER PAYABLES (Continued)
(b) Contract liabilities

18. ESK Hih FEFKIE (&)
(b) EHEE

The movements (excluding those arising from increases FRAFEEBVBRELERFE
and decreases both occurred within the same year) of HHOEFEANGHNEEMNEE (T
contract liabilities from contracts with customers within BERRFEANEMERDEERN
HKFRS 15 during the year are as follows: ZE)mT:
2022 2021
ol - Sl —E—F
HK$’000 HK$’000
FET FAT
At the beginning of the year ) 276 430
Recognition of revenue W a5 HE 7R (276) (430)
Receipt of advances & NEE DR - 276
At the end of the reporting period e RGN - 276
At 31 March 2022, the contract liabilities are expected RZE-_—_F=ZA=+—H"' 484
to be recognised as revenue within 1 year. BEEHR-—FAER/NE -
19. OTHER BORROWINGS 19. HtfE
During the year ended 31 March 2020, the Group received an REBEE_ZE-_FTF=-A=+—RHLEFE"
advance of HK$5.5 million (“Alleged Debt”). The proceeds of AL B B U ER £ 305,500,0007% 7T ([$5 78
the Group’s Alleged Debt was received through a subsidiary B AEEIEBEBMERIEADE
of the Company, namely Golden Legend Capital Limited. BARR—HWBARESEEABRA
The then management had been unable to reach certain A - EREEEREZERE TN AZ
former directors of the Company who were also the directors WBAREZESEMALRBES([AIEE])
(“Former Directors”) of the subsidiary, to obtain the loan BEHME RMESERG=EREBIE
agreements and representations in relation to the Alleged HEBRER -
Debt.
On 20 July 2020, a statutory demand served on the Company RZE-_ZF+LA-+H BEHEEEA
by a purported creditor to demand the Company to pay MARBBE—HEECEREFE B
for the Alleged Debt with accrued interest in an aggregate KAEARBREEERKEEEREER =@
amount of approximately HK$5.8 million within 3 weeks after ERAINERBESEREFBES
service of the statutory demand. If no payment was made by $5,800,0007% 7T © fiff 1 = & 2 A7 HA PR
the expiry of the 3-week period, the creditor might present a EIEARTRVELE 3R - ZEEANEH K
winding-up petition against the Company. On 23 September RRAIRRBEBEF R-_ZE-_ZTFNA
2020, the Company received a writ of summons issued in “t+=H AQEEER-BEEEA
the Court of First Instance of the High Court of Hong Kong BERMBEBSE LR RN AERENE
by the same purported creditor. Pursuant to the writ, the etk e BEBEEMSHK  REERKARQ
plaintiff claims against the Company for the Alleged Debt with AR BEBERERFE -

accrued interest.
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19.

20.

21.

112

OTHER BORROWINGS (Continued)

On the other hand, since the current management has been
unable to reach the Former Directors, on 31 July 2020 the
Company issued and filed the writ of summons, together with
the statement of claim dated 30 July 2020, against the Former
Directors for breach of the directors’ duties in the High Court
of Hong Kong. Application was made to the said court to
serve the writ out of jurisdiction on the Former Directors in
the People Republic of China. The process of serving writs
against certain former directors will take months as this
will involve the corresponding court(s) in China. There is no
update as at the date of this report.

For details, please refer to the announcements of the
Company dated 24 January 2020, 31 July 2020, 31 August
2020 and 8 October 2020.

TERM LOAN

The Company entered into unsecured loan agreements with
on-demand loan facility which are unsecured, interest-bearing
at 12% per annum and repayable within 12 months.

19.

Hth 18 7K (40)

S HEGr ARER EEEEEMHE
EETNAHBE WR_ZE-_TF+tA
=t—H ARRAREEREERME
REFBERANESELUYFHEEMS
e ERBEHAE-_ZET-_TFLA=1H
MEBERRIMLE - ARG E M Lt kb ®
BEAEEBEEIIMEZSHREEMNF
EAREZMBMOATES - HRSRFH
WAEEER  BSMREETHESH
BEEFEEEA RARESAHENEE
)E °

HEBEL2HMARRBYH A T _TF—
A-+MmMBE —ZE-_ZTF+/=+—H0"
—_ECEFNA=F+—"BRER-ZE-_ZTF
+TANBZALE -

20. EHER

DTS ET S M B R A ) R
R ABERABER  RERE
12%3t 8 R BR+= 10 AREE -

LEASE LIABILITIES 21. HEEE
2022 2021
—_==-= —E-—F
HK$’000 HK$’000
FER FAT

Lease liabilities HEEE

Current portion B B8R &6 19 700 208
Non-current portion FE B0 ER &F 1n 180 -
At end of the reporting period A EH R 880 208
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Year ended 31 March 2022 #% —ZF— —F=H=+—HIFFZE

22, SHARE CAPITAL AND RESERVE 22, BARFE
(a) Share capital (a) BZ&
2022 2021
= I == —E-—F
No. of No. of
shares shares
’000 HK$’000 ’000 HK$’000
&% &E fi& 15 21 B
TR FET T & FAT
Authorised: EE
Ordinary shares of FRMmEC.01E T
HK$0.01 each ZEBR 2,000,000 20,000 2,000,000 20,000
Issued and fully paid: ERITRAR:
At beginning of the reporting iNE e R
period 418,000 4,180 418,000 4,180
Issue of shares by placing BEREEETRG 75,000 750 - =
At end of the reporting period R ¥R & Hi K
(Note) (K1 i) 493,000 4,930 418,000 4,180
Note: On 20 August 2021, 75,000,000 ordinary shares were issued Ki: RZEZ—FNAZ+H AQAR

by the Company pursuant to a placing agreement dated 2
August 2021 at a placing price of HK$0.137 per share, giving

gross proceeds of HK$10,275,000.

(b) Reserves

i) Share premium

Under the Cayman Companies Law, the
share premium account is distributable to the
shareholders of the Company provided that
immediately following the date on which the
dividend is proposed to be distributed, the
Company will be in a position to pay off its debts
as they fall due in the ordinary course of business.

(b) f iR

i)

EHHA-_ZT-_—SFSNA_HBHHE
EmERESESTROITE TR
75,000,0000% % i@ B% - FT 5 ;X IE 42
%8 410,275,000/ 7T °

IR 42 % 1B

REMSRRE BDEE
FRASERETFTARRRRIR I
REBZERSESR 2B
® ARRIABEIR—K
XBBERTREFINHEE
BE -
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Year ended 31 March 2022 # % —F - —#=H=1—HIFFZE

22. SHARE CAPITAL AND RESERVE (Continued)
(b) Reserves (Continued)

114

ii)

iii)

iv)

Other reserve

Other reserve represented the sum of (i) the
difference between the issued share capital of
K&K Chartered Architect & Associates Limited
(which were transferred to Energetic Tree
Limited (“Energetic Tree”) pursuant to the group
reorganisation to rationalise the structure of
the Group in preparation for the listing of the
Company’s shares on GEM of The Stock Exchange
of Hong Kong Limited (“Group Reorganisation”))
and the newly issued share capital of Energetic
Tree to Energetic Way Limited (“Energetic Way”);
and (i) the difference between the issued share
capital and share premium of Energetic Tree and
the newly issued share capital of the Company to
Energetic Way and Alpha Advantage International
Limited as a result of the share swap pursuant to
the Group Reorganisation.

Distributable reserves

As at 31 March 2022, the Company’s reserves
available for distribution, calculated in accordance
with the Cayman Companies Law, amounted to
approximately Nil (2021: HK$nil).

Fair value reserve (non-recycling)

The fair value reserve (non-recycling) comprises
the cumulative net change in the fair value of
equity investments designated of FVOCI under
HKFRS 9 that are hold at the end of the reporting
period.
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Year ended 31 March 2022 #Z —F - —F=H=+—HIFFZ

23. OTHER CASH FLOW INFORMATION 23. HttREREER
(a) Cash used in operations (a) €EFARS
2022 2021
—E-CF T
HK$’000 HK$’000
FET FAT
Profit/(loss) before tax BRABATE R (E18) 388 (13,158)
Depreciation of property, plant and M- BMEREETE
equipment 187 284
Depreciation of right-of-use assets CHREEENE 641 392
Loss allowance on contract assets ERNEEBERSB - 1,714
Loss on deemed disposal of associates 1% #f H & Bt & A &) 89 &5 18 549 =
Gain on disposal of an associate HEH & AR 2 W= - (332)
Gain on disposal of property, plantand HEWY¥  BMERREZ
equipment W 2= - (234)
Provision for doubtful debts xR - 706
Lease modification HEEE] = (397)
Interest expenses MERX 430 967
Share of results of associates G E NREE - 2,943
Reversal of loan receivables FE UL E FHE O - (1,250)
Changes in working capital: BEEE
Trade and other receivables B 5 & E b fE W R IA (3,922) 3,211
Loan receivables B E R 1,250 =
Trade and other payables B 5 & E M OB 534 (2,704)
Cash generated from/(used in) BEME/(FMAES
operations 57 (7,858)
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B E - —FE= = —HIFFE

23. OTHER CASH FLOW INFORMATION

116

(Continued)
(b) Changes in liabilities arising from

financing activities

Details of the changes in the Group’s liabilities from

24, HBBREREEH (@)

(b) MEEBHELENEELSE

& 5 B B AR B i B R B

financing activities are as follows: FEMT
Lease Bond Term Other
2022 liabilities payable loan borrowings Total
“E-CF HESE ERES EHER HfpfER st
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
TET TR TER TR TER
At beginning of the year REA] 208 - 8,234 5,500 13,942
Interest expenses FER% 46 - 384 - 430
New lease entered during the FRITUHHEE
year 1,383 - - - 1,383
Net cash flows REREFE (757) - (8,618) - (9,375)
At end of the year RER 880 - - 5,500 6,380
Lease Bond Term Other
2021 liabilities payable loan borrowings Total
k- k= REERE ER&EF EHER EER @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TEL TAET TEL TEL
At beginning of the year REN 1,331 5,000 5,350 5,500 17,181
Interest expenses FE8F% 43 166 758 = 967
Accrued in interest payable  JEfTfE I 8 - = (225) = (225)
Lease modification REET (397) - = = (397)
Net cash flows REMEFE (769) (5,166) 2,351 - (3,584)
At end of the year REXR 208 - 8,234 5,500 13,042
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24. SIGNIFICANT RELATED PARTY

TRANSACTIONS

In addition to the transactions and balances disclosed
elsewhere in the consolidated financial statements, the Group
entered into the following material related party transactions
in the ordinary course of the Group’s business.

(b)

24, EXBAB SRS

BEAMBRREMBDY
Ko K #R O

R BEZRXS

CAEER -REBBIERET
SIATEREBSRS -

(a) Related party transactions (a) BBEEARS
Related party relationship Nature of transactio 2022 2021
8 B 75 B R REMHE === =
HK$’000 HK$’000
FET FAT
A company controlled by the family Subcontracting charges (883) (573)
member of the Company’s director SBEEH
HARREEHNRENEE Consultancy fee received 489 427
U BR A 5 &
Rental income 24 24
Ha WA
A company managed by the shareholder Consultancy fee received - 30
of the ultimate holding company U BY A A &
HERERARBREER 2 AT Rental income
el A 2 =
Key management personnel (b) TEEBEAEFHMH
remuneration
Remuneration for key management personnel of the AEEBFZEBAEBNTH &
Group, including amounts paid to the Company’s FREEV B RERMFOMEER
directors and certain of the highest paid employees RKAREEMINNEERASA
as disclosed in note 9 to the consolidated financial FEEFHEEIFOMESNOT
statements, is as follows:
2022 2021
=8== T —F
HK$’000 HK$’000
FET FAET
Short-term employee benefits MHEEERA 9,466 8,900
Post-employment benefits BEI 1248 7 966 507
10,432 9,407
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25. FINANCIAL RISK MANAGEMENT 25. AR EEEERBE

OBJECTIVES AND POLICIES

The main risks arising from the Group’s financial instruments
are liquidity risk and credit risk. The board of directors
generally adopts conservative strategies on its risk
management and limits the Group’s exposure to these risks
to a minimum. The Board of Directors reviews and agrees
policies for managing each of these risks and they are
summarised below:

Liquidity risk

The Group’s objective is to maintain a balance between
continuity of funding and flexibility. The Group’s policy is to
regularly monitor its liquidity requirements and its compliance
with lending covenants (if any), to ensure that it maintains
sufficient reserves of cash and adequate committed lines of
funding from major financial institutions to meet its liquidity
requirements in the short and longer term.

The remaining undiscounted contractual maturity profile of
the Group’s non-derivative financial liabilities and derivative
financial liabilities at the end of the reporting period, based on
the earliest date on which the Group is required to settle, is
summarised below:

AEESRMTAELANTIERRARY
BB REERR BEFE—REMN
RTITHRRERHEAR TBAEEME
BROZEERRGREREK EFTEEEYL
FAEEESZFRABAEEK - B

RBE S ER

FEENABAEAS KA REEN
BB TE - REE 2 BIRAEHE
BERDESTERRABKRHE (AW
AMER UBRAEEEEEIESH
HERBREIREBERRARNAHE
SHE UENEHRERENADES

Tk o
AEBEMTESRABERITESRARE

RBERARERAEB RGBT 2 HTER
HIMB T RBRENIBABERMA T -

Non-derivative financial liabilities kTESRER
Over 1 year
Within 1 year/ but within
On demand 2 years Total
-FR/ —FHE
REXR MEUR @ et
HK$’000 HK$’000 HK$’000
TET TERT TET
At 31 March 2022 R-ZBE-_-_&=HA=+—H
Trade payables excluding BHRNFENBES
contract liabilities na’) 569 - 569
Lease liabilities HEBRE 728 182 910
Accrued charges and other FE St B A K H it FE 15 3R I8
creditors 1,261 - 1,261
Term loan EHER - - =
Other borrowings HitER 5,500 - 5,500
Interest payables JE £ 718 - - -
8,058 182 8,240
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25. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

25, B B IEEE K BUR (&)

Liquidity risk (Continued) REE SRR (|
Non-derivative financial liabilities FTESBERE
Over 1 year
Within 1 year/ but within
On demand 2 years Total
—FR/ —FE
REX MEAA @at
HK$'000 HK$'000 HK$’000
FAT FAET FAT
At 31 March 2021 RZE—=A=+—H
Trade payables excluding BHRNFB(TNEES
contract liabilities nar) = 5 3
Lease liabilities HEBE 210 = 210
Accrued charges and other FE St B F K H i JE 15 3R 18
creditors 795 - 795
Term loan THER 8,234 - 8,234
Other borrowings H i & 5K 5,500 - 5,500
Interest payables JE A 718 225 - 225
14,964 - 14,964
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25.

120

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

Credit risk

The carrying amount of trade and other receivables and
bank balances recognised on the consolidated statement
of financial position, which is net of impairment losses,
represents the Group’s exposure to credit risk without taking
into account the value of any collateral held or other credit
enhancements.

Trade receivables and contract assets

The Group’s exposure to credit risk is influenced mainly by
the individual characteristics of each customer rather than
the industry or country in which the customers operate and
therefore significant concentrations of credit risk primarily
arise when the Group has significant exposure to individual
customers.

At the end of the reporting period, the Group had a
concentration of credit risk as 16% (2021: 14%) and 37%
(2021: 42%) of the total trade receivables were due from its
largest customer and the five largest customers respectively.

The Group applies a simplified approach in calculating ECL
for trade receivables and contract assets and recognises
a loss allowance based on lifetime ECL at each reporting
date and has established a provision matrix that is based
on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic
environment. The expected loss rate used in the provision
matrix is calculated for each category based on actual credit
loss experience over the past years and adjusted for current
and forward-looking factors to reflect differences between
economic conditions during the period over which the
historical data has been collected, current conditions and
the Group’s estimate on future economic conditions over the
expected lives of the receivables. There was no change in the
estimation techniques or significant assumptions made during
the year.
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25. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

Credit risk (Continued)
Trade receivables and contract assets (Continued)

Trade receivables

As at 31 March 2022

25, B B IEEE K BUR (&)

EER K@)
ESERRERANEE ()
ESEWSE

R-E-_—_§=H=+—H

Gross

Expected carrying Loss Credit-
loss rate amount allowance impaired
HHBBEX HIREE EBEEE FEERME

% HK$’000 HK$’000

THET THER
1-30 days past due BME1ZE30R - 2,538 - No &
31-60 days past due #BHEI31ZE60H - 1,509 - No &
61-90 days past due #HEI61Z90H - 828 - No &
91-180 days past due #HEI91Z=180H - 607 - No #&
Over 180 days past due #E80R A - 1,569 - No #&

7,051 -

As at 31 March 2021

R-_ZTE-_—F=A=+—H

Gross

Expected carrying Loss Credit-
loss rate amount allowance impaired
HHEEX BEREE BRERR FEERE

% HK$'000 HK$'000

FAT FAT
1-30 days past due #H1E30A - 1,132 - No &
31-60 days past due #H31E60H - 380 - No &
61-90 days past due #H61E90H - 315 - No &
91-180 days past due #H91E180H - 731 - No #&
Over 180 days past due #1808 LA £ - 1,198 = No &

3,756 -
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25. FINANCIAL RISK MANAGEMENT 25, Bt mE b EERE R BUR (@)
OBJECTIVES AND POLICIES (Continued)
Credit risk (Continued) - EE )
Trade receivables and contract assets (Continued) ESEWREREGHNEE(E)
Contract assets BHEE
As at 31 March 2022 R-ZB-_—_F=H=+-—H
Gross
Expected carrying Loss Credit-
loss rate amount allowance impaired
FHEEE BT E BEEE EERE
% HK$’000 HK$’000
THER THER
Outstanding over 180 days 180K A [ K B 312 - - - No &
As at 31 March 2021 RZZE=Z—F=H=+—H
Gross
Expected carrying Loss Credit-
loss rate amount allowance impaired
BHEEX BEREME BERE EERE
% HK$'000 HK$'000
FTAT FTAT
Outstanding over 180 days 180K A (4] K (B 12 100% 1,714 1,714 No &
Except as indicated above, the loss allowance for trade BAEFTEN AEAEHEES
receivables and contract assets as a result of applying BEEAMEENEZIRRFEREHE
the ECL model was insignificant and the Group has not ENEBERBELTEKR  MAEE®K
recognised any loss allowance for the years ended 31 March BRBEE-_E-__FR-_ZFT-_—F=A
2022 and 2021. ST —HIEFENTAEEEE -
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25. FINANCIAL RISK MANAGEMENT 25. I EREEEE R BX (@)

OBJECTIVES AND POLICIES (Continued)
Credit risk (Continued)

Amounts due from an associate and ultimate holding
company

The Group considers that the amounts due from an associate
and ultimate holding company have low credit risk based
on the borrowers’ strong capacity to meet its contractual
cash flow obligations in the near term and low risk of default.
Impairment on amounts due from these related companies is
measured on 12-month ECL and reflects the short maturities
of the exposures.

In estimating the ECL, the Group has taken into account
the historical actual credit loss experience and the financial
position of the counterparties by reference to, among
others, their management or audited accounts, adjusted for
forward-looking factors that are specific to the debtors and
general economic conditions of the industry in which the
counterparties operate, in estimating the probability of default
of these financial assets, as well as the loss upon default
in each case. The management of the Group considers the
ECL of these financial assets to be insignificant after taking
into account the financial position and credit quality of the
counterparties.

Bank balances

The credit risk on bank balances is low because the
counterparties are high credit rating.

There was no change in the estimation techniques or
significant assumptions made during the year.

Fair values

All financial instruments are carried at amounts not materially
different from their fair values as at 31 March 2022 and 2021.

EE R (&)
ERBEQATRRARERATZRE

AEERR  ERERAERHAET
BHREREEENEIRARAREHRE
BEUE - FELt - B E R E MR E
BARIZARENEERBRE - ZFH
Bt 7] U R TR RO R B A2 1 A TR HAME
EBEE RBRTESRR -

ERAEHEEBER  AEBECDEE
ErEREEBERLEREETFIHOMB
A 2EZ(HFEB)EEEERLE
ZRRE - AR R E 5 AR E &Y ATIE £ E
ERBFOIREMETENRELAEMN
MELRE  UAEFZFEREENE
HBMEUREBEBATHENER - &
EZEHFINPHEMRAREEEREK
AEEERERRRETREENTEY
FEEBRYFTEKN-

RAT A BR
HREFOINEEFRERS - FiltRTT
BENEERBRRE -

REENBFARMHAERNRRILEED -

ATE
EEHMITANEEER_T__FK
R -F-A=Zt HNAFELE
EXER-
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25. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (Continued)

Fair value measurement

(i) Financial assets and liabilities measured at fair

value

Fair value hierarchy

The following table presents the fair value of the Group’s
financial instruments measured at the end of the
reporting period on a recurring basis, categorised into
the three level fair value hierarchy as defined in HKFRS
13, Fair value measurement. The level into which a fair
value measurement is classified is determined with
reference to the observability and significance of the
inputs used in the valuation technique as follows:

—  Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at

the measurement date.

—  Level 2 valuations: Fair value measured using Level
2 inputs i.e. observable inputs which fail to meet
Level 1, and not using significant unobservable
inputs. Unobservable inputs are inputs for which

market data are not available.

—  Level 3 valuations: Fair value measured using

significant unobservable inputs.
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25. FINANCIAL RISK MANAGEMENT 25. B b B IEEAR R BUR (40)
OBJECTIVES AND POLICIES (Continued)
Fair value measurement (Continued) AR EFTE @)
(i) Financial assets and liabilities measured at fair () EBRAFEFEZSRMEERARE
value (Continued) (#%)
Fair value hierarchy (Continued) RFEEZERFEE(E)
Fair value measurement as at
31 March 2022 categorised into
R-ZB-ZZFE=ZA=+-HETISEZ
ATEHE
Fair value at
2022 Level 1 Level 2 Level 3
—EB-CF
AN | E—R EZR g
HK$’000 HK$’000 HK$’000 HK$’000
THER THER THER TER
The Group K&
Other investments (note 76): HmBR & (Ha16)
Unlisted securities FEMES 4,424 - = 4,424
Fair value measurement as at
31 March 2021 categorised into
R-Z-_—®#=ZA=+-BETIHE
ATERHE
Fair value at
2021 Level 1 Level 2 Level 3
—E-—F
AN -8 EF-H EF=/
HK$'000 HK$'000 HK$'000 HK$'000
TAEL TAET TET TET
The Group K&
Other investments (note 16): Hii% & (i it16) -
Equity Investments R & — — — =

During the year ended 31 March 2022, there was no
transfer between Level 1 and Level 2, or transfer into or
out of Level 3.

BE-_ZT-_—_#=A=+—H1It#F
B F-MREF_HKITAZEIL
EAEMER TEEE=HITH
A E L -
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25.
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FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (Continued)

B E - —FE= = —HIFFE

25, B B IEEE K BUR (&)

Fair value measurement (Continued) AR EFTE@E)

(i) Fair value of financial assets and liabilities carried (i) LFRAFHEIENESHEER
at other than fair value EBENATE
The carrying amounts of the Group’s financial RZEZZFR=_F=_—F=H

instruments carried at cost or amortised cost were not
materially different from their fair values as at 31 March

2022 and 2021.

(iii) Reconciliation of assets measured at fair value

=t — B FAEEIZK A HH
BRAAGRH SR T ANKEMERE
HRAVEZRITESRNER -

(i) REF="RELTEFENEE

based on level 3: ZHER:
2022
—EgE-_—F
HK$’000
FET
At 1 April REA—H -
Transfer from interest in an associate RBELEREFNEZ AT
upon deemed disposal ) 1 = 4,187
Total gains recognised O E A T U 5 T 5R A UK 2=
in other comprehensive income Rt 237
At 31 March W=A=+—8 4,424

The total gains recognised in other comprehensive
income are presented in fair value gain on equity
investment in the statement of profit or loss and other

comprehensive income.
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25. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (Continued)
Fair value measurement (Continued)

(iv) Disclosure of valuation process used by the Group
and valuation techniques and inputs used in fair

value measurements at 31 March 2022:

The Group’s directors are responsible for the fair value
measurements of assets and liabilities required for
financial reporting purposes, including level 3 fair value
measurements. Discussions of valuation processes and
results are held between the financial controller and the
board of directors at least twice a year.

Level 3 fair value measurements

25.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 March 2022 #Z2 —F - —4#=H=+—HIFFE

B 75 LB R EAR I BOR ()

AR EFTE @)

(ivy BEAEEMAGERFRRR=
E-__F=A=1+—HA¥EFE
FrANGEERMTRBAER:
AEEBESHEEVBRRAARTE
CEERBEATEE B

=RAFEFE - HEEFR
HERZN BV BRENESS
ELEBFHETMR -

Effect on
fair value for
Valuation Unobservable increase of Fair value
Description technique inputs Range inputs 2022
A B B AT B 15 0 # AFE
i ut & {8 B i B AEE #E AFENFE —T-Z
HK$’000
TER
Unlisted securities Adjusted Net Discount of Lack 5% Decrease 4,424

Assets Value

of Marketability

¥EMES RAREE  REITSREM A
3 M8 il
26. CAPITAL MANAGEMENT 26. EXEE

The objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern
and to provide returns for shareholders. The Group manages
its capital structure and makes adjustments according to
changes in economic conditions, including payment of
dividend to shareholders, return of capital to shareholders
or issue of new shares or sale of assets to reduce debts. No
changes were made in the objectives, policies and procedures
during the years ended 31 March 2022 and 2021.
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27. STATEMENT OF FINANCIAL POSITION OF 27. ARATEIEAR R &K
THE COMPANY

Pursuant to the disclosure requirements of the Hong Kong BEEBARGINEENRTE AR
Companies Ordinance, the statement of financial position of HMBMRARRAREEZSHOT :
the Company and the movements in its reserves are set out
below:
2022 2021
—E-CF —E—F
Note HK$’000 HK$’000
Bt 5 FERT FA&T
Non-current assets IERBEE
Investment in associate REEE RE 218 & - 4,736
Equity investment at fair value BEAFEFAHEMZ2EK
through other comprehensive M) AR IR &
income 4,424 -
4,424 4,736
Current assets REEE
Deposits and prepayments e RIEM K 63 1,313
Amount due from subsidiaries I NGIE @ 6,097 6,097
Bank balances and cash RITHEHRRIE S 301 11
6,461 7,421
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27. STATEMENT OF FINANCIAL POSITION OF 27. AAT AR R T (&)
THE COMPANY (Continued)

2022 2021
—E-CF —E—F
Note HK$’000 HK$’000
Bt 5 FHET FAT
Current liabilities nEAE
Other payables H {th FE {5 5B 1,181 900
Term loan TFHE R - 8,234
Other borrowings Hfth & 3k 5,500 5,500
6,681 14,634
Net liabilities EEFE (220) (7,213)
Total assets less current HEERRBAEG
liabilities 4,204 (2,477)
Net assets/(liabilities) BE(AE)FE 4,204 (2,477)
Capital and reserves EXRfHE
Issued capital BEITRA 4,930 4,180
Reserves e (726) (6,657)
Total equity T 7 48 58 4,204 (2,477)
The statement of financial position was approved and MHERARRER=ZE-__F<A=+H
authorised for issue by the Board of Directors on 30 June KEEFSH AERENE  YHUTES
2022 and signed on its behalf by REREE
Director Director
EF EZE
Chung Yuk Lun Cao Dayong
EE B EXB
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27. STATEMENT OF FINANCIAL POSITION OF

130

THE COMPANY (Continued)

27. AT B AR R 3R (40)

(@) Movements of the reserves (a) EEEH
Fair value
Share  reserve (non-  Accumulated Total
premium recycling) (losses) reserve
ALERE
RORE (FIBAESR) it (F#8) REAR
HK$'000 HK$'000 HK$'000 HK$'000
TEL THEL THEL THL
At 1 April 2020 R-E-ZEMA-H 33,785 . (33,071) 714
Loss and total comprehensive ~ AEEFERZHEE R
loss for the year Fak - - (7,371) (7,371)
At 31 March 2021 RZBZ—%
—A=+-A 33,785 - (40,442) (6,657)
At 1 April 2021 WoE-—EmA-A 33,785 - (40,442) (6,657)
Issue of share by placing EREERTRR 9,525 - - 9,525
Share issue expenses RHBIRX (229) - - (229)
Loss and total comprehensive ~ KNEFEE R 2ANE,/
income/(loss) for the year (B8 - 237 (3,602) (3,365)
At 31 March 2022 R-B--f=A=+-H 43,081 237 (44,044) (726)

KNK Holdings Limited Annual Report 2021/2022



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RME

Year ended 31 March 2022 # % —ZF - —#=H=1—HIFF/ZE

28. SUBSIDIARIES

Details of the Company’s subsidiaries at 31 March 2022 are

as follows:

28. HIELF]
KARR=
BARFFBENT

Proportion of ownership interest

T _F=FA=+—HWH

RERAAEHEADNL
Particular of
issued and
paid-up
capital/ Group’s
Place and date Place of registered effective Held by Held by
Name of the company of incorporation operation capital interest the Company asubsidiary  Principal activities
BRARARE
EX/AMEL REEH KRF WEAR
GRS EMAIBHNAE EEBY WEEER ERES KAEZEZ BEzER  TTEER
Energetic Tree Limited British Virgin Islands  note (i) US$100 100% 100% - Investment holding
ERERREE M3 () 100Xt REZR
Lucky Unicorn Holdings Limited British Virgin Islands  note (i) HKS$1 100% 100% - Investment holding
REEBRES HIZE() 18T REER
Golden Legend Consortium Limited  British Virgin Islands  note (i) US$1,000 100% 100% - Investment holding
ERERREE M3 () 1,000% 7T RERR
K &K Chartered Architect & Associates Hong Kong Hong Kong HK$2 100% = 100%  Provision of comprehensive
Limited architectural and structural
engineering consultancy
services
BHRLERARAR N BE 2T REZAMBENGERETE
AR
Global Crown Limited Hong Kong Hong Kong HK$1 100% - 100%  Provision of comprehensive
architectural and structural
engineering consultancy
services
R i 1T REUEZANBENEBIR
HARE
Golden Legend Capital Limited Hong Kong Note (i) HK$10,000 100% - 100%  Investment holding
SEERARAA 3 MEE() 10,000 75 REER
Notes: B it
i) These companies are investment holding companies which i) ZERAYARTREERAAF - WERR
have no specific principal place of operation. EREEEEME -

2021/2022% % HESREBRERERAE
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MBERE

RESULTS E
2018 2019 2020 2021 2022
—E-\& ZE-NF ZZZEZF —T-F ZBCZZH%
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FHR FET FHT THT THER
REVENUE g 40,016 45,848 29,779 41,246 35,816
Cost of services rendered PR 4 AR 75 B AR (22,523) (40,664) (35,501) (37,977) (25,511)
Other income/(losses) A/ (BB 341 376 344 2,610 (197)
General and administrative expenses —BREROTBEY (7,590) (10,500) (13,572) (14,663) (9,290)
Profit/(loss) from operations mEEH/(BR) 10,244 (4,940) (18,950) (8,784) 818
Finance cost BMEKA - (199) (673) (967) (430)
Share of results of an associate PEBE DR EE - 9) (2,484) (2,943) -
Write-off of loan receivables MHERER - - (10,159) 1,250 -
Loss allowance on contract assets BNEEEERRE - = (2,008) (1,714) =
Loss on derecognition of subsidiaries & ItEAKBAE 2 BB - = (41) - -
PROFIT/(LOSS) BEFORE TAXATION  BR#ATEF,/(F8) 10,244 (5,148) (34,310) (13,158) 388
Income tax expenses FERAX (2,216) 7 (24) 17 -
PROFIT/(LOSS) FOR THE YEAR, FRRDAEBAEN
ATTRIBUTABLE TO OWNERS OF wA/(B1])
THE COMPANY 8,028 (5,155) (34,334) (13,141) 388
Other comprehensive income for the FREMZERE
year — - — - 237
TOTAL COMPREHENSIVE INCOME/ FAAAREHEAEWE
(LOSS) FOR THE YEAR, 2EKE /(BB EE
ATTRIBUTABLE TO OWNERS OF
THE COMPANY 8,028 (5,155) (34,334) (13,141) 625
(LOSS)/EARNINGS PER SHARE BR(ER) /B
Basic and diluted EAREE 1.92 centsfll  (1.23) centsfll  (8.21) centsfll  (3.14) centsfll  0.08 centsl
ASSETS AND LIABILITIES EEREE
2018 2019 2020 2021 2022
“T-\& ZZ-hE ZTZEZF “E--% CZEBC-CE
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FHL FET FEL FHL TR
Total assets BEE 54,810 55,109 32,011 13,197 16,718
Total liabilities BafE (4,343) (9,797) (21,033) (15,360) (8,210)
Net assets/(iabilities) EE/(8B)FE 50,467 45,312 10,978 (2,163) 8,508
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