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CHAIRMAN’S STATEMENT
FEHE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”),
| am pleased to present the annual report of Kwong Luen
Engineering Holdings Limited (the “Company”) for the year ended
31 March 2024 (the “Year”).

RESULTS

For the Year, the Group recorded a total revenue of approximately
HK$618.2 million, representing an increase of approximately
82.7% as compared to approximately HK$338.3 million for the
year ended 31 March 2023 (the “FY2022/23"). For the Year, the
Group recorded profit attributed to owners of the Company of
approximately HK$17.3 million as compared to profit recorded for
FY2022/23 of approximately HK$1.0 million. The increase of the
profit was mainly attributable to the increase in the Group’s gross
profit.

PROSPECT

As the COVID-19 epidemic recedes, Hong Kong's economy is
gradually recovering. Although the construction industry is facing
a manpower shortage problem, under the government’s policy of
vigorously promoting different infrastructure projects and leveraging
our accumulated industry expertise and experiences, | am cautiously
optimistic about the Group’s business prospects.

In addition to continuing to strengthen existing businesses, the
Group is also actively seeking new investment opportunities to
enhance the Group's profitability and maximize returns to our
shareholders.

APPRECIATION

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

EENGREEE

DIRECTORS
Executive Directors

Mr. LIN Rida ( # B #Z ) ("Mr. Lin"), aged 51, was appointed as
our executive Director on 4 November 2022. Mr. Lin serves as
chairman of the Board, chairman of the nomination committee (the
“Nomination Committee”) and a member of the remuneration
committee (the “Remuneration Committee”). He is responsible
for providing strategic advice on our corporate governance and
compliance matters and formulation of business strategies of the
Group.

Mr. Lin has years of experience in the fields of tax and business
administration in the PRC. He obtained a bachelor of law from the
Central Party School of the Chinese Communist Party* (fF t£fF L E
%) in December 2006. From July 2021 to August 2022, Mr. Lin was
the general manager of Taizhou Dongsong Lvye Company Limited*
(BN TR % AR A 7). From June 1997 to July 2021, Mr. Lin
joined the Taizhou Jiaojiang Haimen Street Tax Collection
Department* (& N 1 #UT [& )8 P9 47 8 B 55 B U 48) with his last
position as supervisor.

Save as disclosed above, Mr. Lin has not held any directorship in
any other listed companies the securities of which are listed on
any securities market in Hong Kong or overseas in the past three
years. Mr. Lin also does not have any relationship with any Director,
senior management or substantial or controlling shareholder of the
Company.

Mr. YIP Kwong Cheung ( E & # ) ("Mr. Yip"), aged 67, is our
chief executive officer and executive Director. Mr. Yip is primarily
responsible for overseeing the daily operation, managing the
project management team and formulating the overall business
development strategies of our Group.

Mr. Yip is a founder of our Group. Mr. Yip attended junior secondary
education in Hong Kong. He has accumulated about 32 years of
experience in the foundation industry and construction project
management. In August 1990, he commenced his own business
through a sole proprietorship under the name of Kwong Luen Co.
established by himself which mainly engaged in construction works
in Hong Kong. He has been a director of Kwong Luen Engineering
Limited (“Kwong Luen Engineering”) since June 1995.

* for identification purpose only
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DIRECTORS AND SENIOR MANAGEMENT
EERGREEE

Mr. Yip has entered into a service agreement with the Company
for an initial term of three years commencing on 11 March 2021
and will continue thereafter until terminated in accordance with
the terms of the agreement. The amount of emoluments paid
for the Year to Mr. Yip is set out in note 12 to the consolidated
financial statements for the Year of the Company’s annual report.
Such remuneration/emoluments will be reviewed annually by the
Board and the Remuneration Committee and he is also entitled to
a discretionary bonus with reference to his performance and the
operating results of the Group.

Save as disclosed above, Mr. Yip has not held any directorship in
the last three years in public companies the securities of which are
listed on any securities market in Hong Kong or overseas. Mr. Yip
does not have any relationship with any other Directors, senior
management or substantial shareholder or controlling shareholder
of the Company.

Mr. BU Lei ( b % ) (“"Mr. Bu”), aged 34, was appointed as our
executive Director on 5 July 2023. Mr. Bu is responsible for providing
strategic advice on our corporate governance and compliance
matters and formulation of business strategies of the Group.

Mr. Bu has years of experience in information technology and
business administration in the PRC. He obtained a diploma of
sales and marketing from Southwest University in July 2015. From
February 2018 to May 2023, Mr. Bu was the partner of Hangzhou
Heyi Network Technology Company Limited* (Ft/H{AAMB4E R A
FRAR]).

Save as disclosed herein, Mr. Bu has not held any directorship in
any other listed companies the securities of which are listed on
any securities market in Hong Kong or overseas in the past three
years. Mr. Bu also does not have any relationship with any Director,
senior management or substantial or controlling shareholder of the
Company.

Ms. LUO Tingting (Z1£1F) (“Ms. Luo”), aged 25, was appointed

as our executive Director on 10 January 2024. Ms. Luo is primarily
responsible for overseeing the administration affairs of the Group.
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DIRECTORS AND SENIOR MANAGEMENT

Ms. Luo has over three years of experience in business
administration. Ms. Luo has been a supervisor of Guizhou Jingui
Labour Company Limited* (M £ %% B R A &), a company
incorporated in the PRC, since October 2020. From November 2021
to January 2023, Ms. Luo worked in Guizhou Zhonghan
Construction Engineering LLC* (B M R B EE T BR & T
A7) as project manager. From March 2023 to October 2023, Ms.
Luo worked in Guizhou Chengyu Quanguocheng Construction
Engineering Consultancy Company Limited* (E /N R F 2 B2 5%
T 2% AR AR]) as project manager. Ms. Luo obtained a bachelor
of arts in international banking and finance from the University of
Northumbria at Newcastle in November 2021.

Save as disclosed herein, Ms. Luo has not held any directorship in
any other listed companies the securities of which are listed on any
securities market in Hong Kong or overseas in the past three years.
Ms. Luo also does not have any relationship with any Director,
senior management or substantial or controlling shareholder of the
Company.

Independent Non-Executive Directors

Ms. CHENG Shing Yan ( #§ & fiX ) (“Ms. Cheng”), aged 49, was
appointed as our independent non-executive Director on 19
February 2021. Ms. Cheng serves as the chairlady of the audit
committee of the Company (the “Audit Committee”), a member
of the Remuneration Committee and the Nomination Committee.
She is responsible for overseeing our management independently
and providing independent advice to the Board.

Ms. Cheng has accumulated about 25 years of experience in
auditing, accounting and financial management. Ms. Cheng joined
the group of Sanroc International Holdings Limited (now known as
Zhaobangji Lifestyle Holdings Limited) (“Sanroc”), a company listed
on the Main Board of the Stock Exchange (stock code: 1660), as the
chief financial officer from April 2016 to April 2018 and as the chief
financial officer of certain subsidiaries of Sanroc since April 2018.

* for identification purpose only
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DIRECTORS AND SENIOR MANAGEMENT
EERGREEE

From August 2016 to April 2018 and from April 2017 to April
2018, she was the company secretary and an executive director of
Sanroc, respectively. From June 2017 to October 2019, she was
an independent non-executive director of China Shenghai Food
Holdings Company Limited (now known as Gaodi Holdings Limited),
a company listed on the Main Board of the Stock Exchange (stock
code: 1676). Since October 2017, she has been an independent
non-executive director of Putian Communication Group Limited,
a company listed on the Main Board of the Stock Exchange (stock
code: 1720). Since April 2023, she has been an independent non-
executive director of Easy Smart Group Holdings Limited, a company
listed on the Main Board of the Stock Exchange (stock code: 2442).
Since December 2023, she has been a joint company secretary of
China New Consumption Group Limited (stock code: 8275).

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

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

Mr. WONG Yiu Kit Ernest (ZR2£) (“Mr. Wong"), aged 56, was
appointed as our independent non-executive Director on 19 February
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independently and providing independent advice to the Board.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Wong has accumulated over 22 years of extensive experience
in venture capital, corporate finance and management. He is
currently the president and the group chief financial officer of KVB
Holdings Limited. He was an executive director of Adamas Finance
Asia Limited (formerly known as China Private Equity Investment
Holdings Limited, now known as Jade Road Investment Limited)
("Adamas Finance”), a company listed on the London Stock
Exchange (stock code: JADE) and the Frankfurt Stock Exchange (stock
code: 1CP1), from May 2008 to February 2014 and a non-executive
director of Adamas Finance from February 2014 to June 2019.
From October 2014 to August 2019, he worked for KVB Kunlun
Financial Group Limited (now known as CLSA Premium Limited)
("Kunlun Financial”), a company listed on the Main Board of the
Stock Exchange (stock code: 6877), as the chief financial officer
and the company secretary. During the period from May 2018 to
August 2019, he was concurrently an executive director of Kunlun
Financial. Before that, he worked at Hong Kong Applied Science
and Technology Research Institute Company Limited as the chief
financial officer, and previously he was the vice president of Vertex
Management (HK), an international venture capital firm.

From July 2014 to July 2020, he was an independent non-executive
director of HongDa Financial Holding Limited (now known as China
Wood International Holding Co., Limited), a company listed on the
Main Board of the Stock Exchange (stock code: 1822). From October
2011 to June 2022, he was an independent non-executive director
of RENHENG Enterprise Holdings Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 3628).

He is currently an independent non-executive director of each
of Progressive Path Group Holdings Limited, a company listed
on the Main Board of the Stock Exchange (stock code: 1581),
Aidigong Maternal & Child Health Limited, a company listed on the
Main Board of the Stock Exchange (stock code: 286), Goldstone
Investment Group Limited, a company listed on the Main Board of
the Stock Exchange (stock code: 901) and Samson Paper Holdings
Limited, a company listed on the Main Board of the Stock Exchange
(stock code: 731).

Mr. Wong obtained a bachelor’s degree of business administration
from the University of Hong Kong, a master’s degree of science
in investment management from The Hong Kong University of
Science and Technology, a master’s degree of science in electronic
engineering from The Chinese University of Hong Kong and a
master’s degree of science in major programme management from
the University of Oxford in the United Kingdom.
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DIRECTORS AND SENIOR MANAGEMENT
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Mr. Wong was admitted as a chartered financial analyst of The
Institute of Chartered Financial Analysts, a fellow of The Association
of Chartered Certified Accountants, the Hong Kong Institute
of Certified Public Accountants and The Institute of Chartered
Accountants in England and Wales.

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

Mr. TANG Man Joe (3 48) (“Mr. Tang”), aged 50, was appointed
as our independent non-executive Director on 18 September
2023. Mr. Tang serves as a member of the Audit Committee, the
Remuneration Committee and the Nomination Committee. He is
responsible for overseeing our management independently and
providing independent advice to the Board.

Mr. Tang has over 20 years of experience in overseeing and handling
finance matters, company secretarial matters, corporate finance
projects and mergers and acquisitions, as well as maintaining
investor relations and corporate compliance matters. Mr. Tang
graduated from University of Wisconsin-Madison, the United States
of America in December 1996 with a Bachelor’s degree in Business
Administration. Mr. Tang is a member of the HKICPA and AICPA.

Prior to joining our Company, Mr. Tang was in service with
Deloitte Touche Tohmatsu as an accountant for about five years.
He also worked in various companies including listed companies
in Hong Kong and Singapore, and his major responsibilities in
such companies include overseeing and handling finance matters,
company secretarial matters, corporate finance projects and mergers
and acquisitions, as well as maintaining investors relations and
corporate compliance matters.

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

BEEERR DT

INDUSTRY OVERVIEW

Hong Kong has experienced economic slowdown in recent years,
leading to a range of unstable factors that pose challenges to the
residential and commercial property market. In particular, individuals
and property investors have become more hesitate in purchasing
property and property developers have become more cautious in
tendering residential developments. This leads to a decrease in
demand for property developments as well as the overall demand
for foundation works in residential and commercial developments.
However, the Government of Hong Kong (the “Government”)
has been actively developing lands, leading a surge in number of
infrastructure developments.

The construction industry and foundation industry in Hong Kong
have been negatively affected by the COVID-19 continuously.
Hong Kong'’s business activity has resumed normal since the end
of COVID-19 since the end of 2022. Led by inbound tourism and
private consumption, the Hong Kong economy continued to recover
during the Review Year. According to the Government, the GDP of
Hong Kong in 2023 increased by 3.3% in real terms compared with
the previous year.

Since early 2023, the business activities in Hong Kong have resumed
normal. However, the outbreak of COVID-19 has completely
reshaped the construction industry and brought along continuous
consequences. In particular, shortage of construction-related
professions resulting in continuous difficulty in recruiting sufficient
construction staff to commence new construction projects.
According to the “Manpower Forecast for Hong Kong Construction
Industry (February 2023)" published by the Construction Industry
Council, the Construction Instruction has a shortage of 17,500 to
24,000 workers and professionals, and the number is expected to
increase to 48,500 to 55,000 in 2027.

Despite the aforementioned difficulties, the Directors of the
Company expect that there are upsides to the industry. In June
2023, the Government proposed to import workers to alleviate
the labour crunch in various industries, including the construction
industry. The construction industry may hire up to 12,000 non-local
workers, which the Government aims to ease manpower shortfalls
in the short term. There are still ample room of growth for the
construction industry when the economy of Hong Kong improves.
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MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

BUSINESS REVIEW AND OUTLOOK

The Group is a foundation works contractor in Hong Kong.
The Group has commenced its business in 1995 and has since
undertaken foundation works in the role of subcontractor through
Kwong Luen Engineering, the Group's principal operating subsidiary.
The Group’s foundation works services are widely required in
residential and non-residential developments such as commercial
and infrastructure developments. In particular, the Group has
established a solid track record in undertaking foundation works
mainly in residential developments initiated by private property
developers in Hong Kong.

During the Year, the construction industry and foundation industry
in Hong Kong was affected by labour crunch in the construction
industry. According to the Chief Executive’s 2023 Policy Address,
it was proposed that (i) the Government will build about 410,000
public housing units in the next decade; (ii) the Government
has published the Hong Kong Major Transport Infrastructure
Development Blueprint, enhancing the three railways and three
major roads proposals and pursuing new projects of two railways
and one major road; and (iii) new smart and green mass transit
in east Kowloon, Kai Tak and Hung Shui Kiu/Ha Tsuen will be
constructed.

Looking into the future, the local economy of Hong Kong is
expected to improve. The Group will continue leverage its solid track
record in the foundation industry and the favourable government
policies to explore different options in this difficult time.

QUALIFIED OPINION

Qualified opinion on deposits paid for a
construction contract

In the Independent Auditor’s Report, the Auditor expressed
qualified opinion on deposits paid for a construction contract (the
“Arrangements”) as disclosed in Note 19 to the consolidated
financial statements of the Company for the year ended 31 March
2024. The Auditor observed that (i) the Auditor were not provided
with certain documents normally associated with the Arrangements,
including but not limited to the tender documents and proof of
qualifications; and (ii) for the construction agreement with Customer
Z of contract sum of RMB29,465,000 (equivalent to approximately
HK$31,936,000), Shenzhen Guanglianxing budgeted a thin gross
profit margin under the Arrangements. The Auditor expressed that
they were not able to obtain sufficient appropriate audit evidence
or satisfactory explanations from management involved to ascertain
the nature, business rationale and commercial substance of the
Arrangements, including but not limited to the business rationale
to enter into the Arrangements, given the lack of above-mentioned
documentary evidence and the reasonableness of the budgeted
gross profit margin.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Auditor expressed that because of the above scope limitations,
there were no alternative audit procedures that they could perform
to satisfy themselves as to (i) the nature, business rationale and
commercial substance of the Arrangements; and (i) the classification
and accounting treatment of the amount of RMB4,754,500
(equivalent to approximately HK$5,153,000) paid to the Supply
Chain Management Company as at 31 March 2024, which is
classified as “deposits” and included in “prepayments and deposits”
under non-current assets in the consolidated statement of financial
position.

The management’s position on the qualified
opinion in relation to the deposits paid for a
construction contract

The project (the “Project”) that concerns the Arrangement was
obtained through the business network of the executive director,
Mr. Lin Rida (“Mr. Lin”), in the PRC. The negotiations leading up to
the Arrangements were primarily handled by Mr. Lin directly with
Customer Z and the Supply Chain Management Company. The
management has conducted assessment after checking with publicly
available information to evaluate the feasibility of the Project from
the outset as follows:

(i) Customer Z is an established construction contractor in the
PRC, with a registered paid-up capital of RMB100 million;

(i)  the Project is in existence and was indeed awarded to Customer
Z: and

(i) neither Customer Z nor the Supply Chain Management
Company appears to be connected with the management of
the Group.

In addition, under the plan of the management, the role of
Shenzhen Guanglianxing would be that of an intermediary,
making introductions and facilitating the communication between
Customer Z and the Supply Chain Management Company, while the
substantial project supervision, management and execution works
would be undertaken by the Supply Chain Management Company
and/or its subcontractors, if necessary, which would report directly
to Customer Z. Acting along this understanding with the relevant
parties, the management involved believed that it was not strictly
necessary to obtain all the tender documents for the Project, nor
would it be pertinent to consider the construction qualification of
Shenzhen Guanglianxing, given the entire construction works would
eventually be handled by the Supply Chain Management Company.
Further, considering the nature of the Group’s role in the Project,
the management believed the budgeted gross profit margin of the
Project would be fair and reasonable and should not be compared to
that of Hong Kong construction projects undertaken by the Group
in the past.
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MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

The key difference between the management’s view and that of the
Auditors stem from their respective understandings of Shenzhen
Guanglianxing'’s role in the Project. From the Auditor’s perspective,
Shenzhen Guanglianxing should be seen as a traditional sub-
contractor, being responsible for supervision, management and
execution works of the Project. Meanwhile, as mentioned above, the
management perceived Shenzhen Guanglianxing as an intermediary
without bearing responsibility for the aforesaid works in the Project.

The management considers the budgeted gross profit margin for
the Project as reasonable. In fact, the Arrangements was originally
expected to generate profits of approximately RMBO.5 million.
Under the Arrangements, the Group only has to pay deposit of
RMB8.5 million in total to the Supply Chain Management Company
with all the remaining project costs being borne by Supply Chain
Management Company. In contrast, taking Shenzhen Guanglianxing
as a typical subcontractor, the auditor used the entire contract
sum for the basis in computing the Group’s budgeted gross profit
margin, hence producing the calculation of a lower expected return.

The audit committee’s view on the qualified
opinion in relation to the deposits paid for a
construction contract

While being mindful of the auditor’s concern about the lack of
sufficient documentary evidence regarding the Arrangements,
the audit committee is not aware of any circumstances which
significantly contradict the management’s position and
representations, having regard to the following factors:

(i) Based on the publicly available information, Customer Z is
an established construction contractor in the PRC, with a
registered paid-up capital of RMB100 million;

(i) Based on publicly available information, the Project is in
existence and was indeed awarded to Customer Z;

(i) Apart from the initial deposit paid to the Supply Chain
Management Company, the Group did not incur any other cost
in relation to the Project of material importance. This is in line
with the management’s representation that the project costs
would be primarily borne by the Supply Chain Management
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MANAGEMENT DISCUSSION AND ANALYSIS

(v) Based on the confirmation from the management and publicly
available information, neither Customer Z nor the Supply Chain
Management Company appears to be connected with the
management of the Group.

The Company’s action plan in addressing the
qualified opinion

As the Project is the first initiative of the Group in establishing its
presence in the PRC construction industry, the audit committee
considers that the workflow, decision-making and record-keeping
process have room for improvement. Upon suggestion from
members of the audit committee, the Board has unanimously
approved to select and appoint appropriate qualified professionals
to conduct a detailed review on the workflow, decision-making
and record keeping process of the Group and to provide
recommendations for improvement measures. The review is expected
to be completed by the fourth quarter of 2024, with the candidate
to be confirmed in due course. In the meantime, the Company will
refrain from entering into contract in the PRC construction industry
until the review has been completed.

FINANCIAL REVIEW
Revenue

The Group’s revenue increased to approximately HK$618.2 million
for the Year by approximately HK$279.9 million or 82.7%, from
approximately HK$338.3 million for the FY2022/23. This was
principally due to the increase in revenue contributed by two sizable
projects awarded during the year ended 31 March 2022. The
estimated contract sum of these two projects were approximately
HK$305.4 million and HK$200.9 million, respectively. These two
projects commenced in April 2022. These projects were in the midst
of their major construction phase during the FY2023/24 whereas
the major construction phase has passed for both projects during
the Review Year. The revenue contribution from these two projects
were approximately HK$239.1 million (FY2022/23: approximately
HK$66.2 million) and HK$162.9 million (FY2022/23: approximately
HK$37.1 million) respectively, for the Year.

Gross profit and gross profit margin

The Group's cost of sales increased from approximately HK$326.4
million for the year ended 31 March 2023 to approximately
HK$583.4 million for the Year, representing an increase of
approximately HK$257.0 million or 78.7%, mainly attributable to
the increase in revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

The Group’s overall gross profit increased from approximately
HK$11.9 million for the year ended 31 March 2023 to approximately
HK$34.8 million for the Year, representing an increase of
approximately 192.4%. Such increase in our Group's overall gross
profit was mainly attributable to the revenue growth during the
Review Year as discussed above. As the increase in revenue was
greater than the increase in cost of sales, the Group's overall gross
profit margin increased from 3.5% for the year ended 31 March
2023 to 5.6% for the Year.

Other income and gains

Other income and gains of the Group decreased by approximately
HK$5.0 million from approximately HK$6.3 million for the year
ended 31 March 2023 to approximately HK$1.3 million for the Year.
The decrease was mainly due to government grants of approximately
HK$5.9 million received from the Employment Support Scheme of
the Government for the purpose to retain employment and combat
the COVID-19 for the year ended 31 March 2023, but there was no
such government grants for the Year.

Administrative expenses

The administrative expenses of the Group slightly increased from
approximately HK$11.1 million for the year ended 31 March 2023
to approximately HK$11.4 million for the Year, representing an
increase of approximately HK$0.3 million or approximately 2.7%.
The increase during the Year was mainly due to the increase of
approximately HK$0.6 million in directors’ remuneration for the
Year.

Expected credit losses (“ECL”) on contract assets

The ECL on contract assets of the Group decreased from
approximately HK$7.4 million for the year ended 31 March 2023
to approximately HK$1.0 million for the Year, representing a
decrease of approximately HK$6.4 million or approximately 86.5%.
The decrease during the Year was mainly due to the individual
assessment of 2 contract assets arising from construction contracts
as at 31 March 2023 (with an aggregate total gross carrying amount
of approximately HK$5.8 million before measurement of the ECL),
which were assigned with a loss rate of 100% for the year ended 31
March 2023, but there was no contract with such high loss rate for
the Year.

Up to the date of this report, 63% of contract assets have been

subsequently billed and collected and 100% of trade receivables
have been settled.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Directors of the Group assessed the recoverability of contract
assets as at 31 March 2024 and believed that the ECL allowances
were adequate because:

For contract assets arisen from projects which were close to or
at the final stage, it generally takes longer period of time for
customers in the foundation works industry to proceed with
the final review and approval for the relevant work done of the
entire project before issuing the relevant completion certificate.
On such occasion, the recovery of contract assets generally
takes a longer period of time but are generally recoverable;

A substantial portion of the contract assets were from
customers which the Group has established long business
relationship with. The Directors regularly meet and discuss
with the relevant customers to monitor the recoverability of
the contract assets and are not aware of any difficulties in the
recoverability of the contract assets; and

The retention receivables are generally released (i) upon
completion of works to the satisfaction of the main contractor
or project owner; or (i) pursuant to the terms of the main
contracts on back-to-back basis. In general, the retention
receivables are fully recoverable in accordance to the contract
once the final account is confirmed by the customer. As the
contract works of most projects which recorded retention
receivables as at 31 March 2024 are still ongoing (the duration
of the projects may be up to three years), a portion of the
retention receivables have yet to be recovered as at the date of
the enquiry. The Directors are not aware of any circumstances
that would raise question on the recoverability of the retention
receivables.
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MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

Finance costs

The finance costs of the Group increased from approximately
HK$667,000 for the year ended 31 March 2023 to approximately
HK$1.1 million for the Year, representing an increase of
approximately HK$0.5 million or 71.5%. The increase in our finance
costs was primarily attributable to the increase in bank import loan
interest rate range from approximately 3.5%-7.8% during the
FY2022/23 to approximately 6.5%-8.2% and also the increase in
average bank import loan amount during the Year.

Income tax (expense)/credit

The income tax expenses of the Group increased from tax credit
of approximately HK$1.2 million for the year ended 31 March
2023 to tax expense of approximately HK$3.9 million for the Year,
representing an increase of approximately HK$5.1 million. The
increase was due to the increase in the Group’s gross profit as
discussed above.

Profit and total comprehensive income for the year

The profit and total comprehensive income for the year of the
Group increased from approximately HK$1.0 million for the year
ended 31 March 2023 to approximately HK$17.3 million for the
Year, representing an increase of approximately HK$16.3 million or
1,630%. The increase was primarily attributable to the increase in
the Group's gross profit as discussed above.
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Key financial ratio FEMBER
As at As at
31 March 2024 31 March 2023
R-ZF-DF R-ZBZ=%F
=A=+-—A8 =RA=+—H
Current ratio BN L 3.1 timesfZ 6.6 timesf3
Gearing ratio BEBALE 11.7% 1.3%
Return on total assets BEER R 4.5% 0.3%
Return on equity 1 75 O] i % 6.5% 0.4%
Net profit margin Ay B 2.8% 0.3%
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MANAGEMENT DISCUSSION AND ANALYSIS

Current Ratio

Current ratio is calculated as current assets divided by current
liabilities as at the respective reporting dates.

The current ratio of the Group decreased to approximately 3.1 times
as at 31 March 2024 from approximately 6.6 times as at 31 March
2023. The decrease was mainly due to the increase in trade and
retention payables, secured bank loans and bond.

Gearing Ratio

Gearing ratio is calculated as total borrowings (including secured
bank loans, lease liabilities and bond) divided by the total equity as
at the respective reporting dates.

The gearing ratio of the Group increased to approximately 11.7% as
at 31 March 2024 from approximately 1.3% as at 31 March 2023.
The increase was mainly due to the increase in secured bank loans
and bond.

Return on total assets

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

Our return on total assets increased to approximately 4.5% for the
Year from approximately 0.3% for the year ended 31 March 2023.
The increase was mainly due to the increase in the Group’s gross
profit as discussed above.

EEEFWR DT

B =R
RERESREBPNRBEERUAB ARG
AEEBNRBHLEH-_E-_=F=A=+—H
MH6.6ERE—T —MNF=A=+t—HHNL3.1
F o MO ETERANE FEMTENEN TR
B AEPRITERREFEINFTE

EERELE
AEBELEDRERE B PNERAE(RE
BEFRITER RERERES) B AEZRR

BEAtH -

AREBHEERRBRLER T -_=F=A=1+—
H#H13%EE_SE -_MNF=A=+—H%
11.7%  EINEZERRBEBRITERREFIG
DNETEL -

REER®H=E
A E BRI IR PR A R 2 RS 4 R 1A
EHMEANPRBEERITHE -

KM REEIREAEE TS =-_=F=A
= +—BIEFELH03% EAEARFELNL5% °
EANE E R RSB B EF AN (A £ P
EIFTEL -

2023/24 FERE o EHIRBERABRAT

19



20

MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

Return on equity

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

Our return on equity increased to approximately 6.5% for the Year
from approximately 0.4% for the year ended 31 March 2023. The
increase was mainly due to the increase in the Group’s gross profit as
discussed above.

Net profit margin

Our net profit margin increased to approximately 2.8% for the Year
from approximately 0.3% for the year ended 31 March 2023. The
increase was mainly due to the increase in the Group’s gross profit as
discussed above.

PRINCIPAL RISKS AND UNCERTAINTY

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

Industry risks

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

Compliance risks

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

Uncertainties in construction progress

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

Failure to guarantee new business

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

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

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

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

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

Employees

As at 31 March 2024, including four executive Directors but
excluding three independent non-executive Directors, the Group had
a total of 197 employees (31 March 2023: 136).

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

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

Customers

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

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

Suppliers and sub-contractors

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

LIQUIDITY, FINANCIAL POSITION AND CAPITAL
STRUCTURE

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

As at 31 March 2024, the Company's issued capital was HK$10.0
million and the number of its issued ordinary Shares was
1,000,000,000 Shares of HK$0.01 each.

As at 31 March 2024, the Group had total cash and cash equivalents
of approximately HK$25.1 million (31 March 2023: approximately
HK$25.4 million).
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MANAGEMENT DISCUSSION AND ANALYSIS
BERERT MR

TREASURY POLICY

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

PLEDGE OF ASSETS

As at 31 March 2024, a life insurance policy with a carrying amount
of approximately HK$4,753,000 (FY2022/23: approximately
HK$4,625,000) was pledged to secure certain bank loans granted to
the Group.

FOREIGN EXCHANGE EXPOSURE

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

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31 March 2024 and 2023, the Group did not have any capital
commitment and significant contingent liabilities.

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

Save as disclosed in this annual report, there were no significant
investments held, material acquisitions or disposals of subsidiaries
and affiliated companies by the Group during the Year. Save for the
business plan as disclosed in the Prospectus, there was no plan for
material investments or capital assets as at 31 March 2024.

FUTURE PLANS FOR MATERIAL INVESTMENT
OR CAPITAL ASSETS

Save as disclosed in the prospectus of the Company dated 26
February 2021 (the “Prospectus”) and this annual report, the
Group did not have any other plans for material investments or
capital assets during the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYEES AND REMUNERATION POLICY

As at 31 March 2024, we employed a total of 197 employees
(including four executive Directors but excluding three independent
non-executive Directors), as compared to a total of 136 employees
as at 31 March 2023. The remuneration packages that the Group
offers to employees includes salaries, allowances, discretionary
bonuses, and/or other benefits in kind. In general, the Group
determines employees’ salaries based on their qualifications,
position and seniority. The Group also adopted a Share Option
Scheme whereby qualified participants may be granted options to
acquire shares in the Company. The total staff cost, excluding four
independent non-executive Directors, incurred by the Group for the
Year was approximately HK$88.0 million compared to approximately
HK$60.8 million for FY2022/23.

The remuneration of the Directors is decided by the Board upon
the recommendation from the remuneration committee of the
Company having regard to the Group’s operating results, individual
performance and comparable market statistics.

DIVIDENDS

The Board has resolved not to recommend the declaration of final
dividend for the Year (year ended 31 March 2023: Nil).

CAPITAL RISK MANAGEMENT AND FINANCIAL
RISK MANAGEMENT

Our Group manages its capital to ensure that it will be able to
continue as a going concern while maximising the return to
shareholders through the optimisation of the debt and equity
balance.

The management of the Group reviews the capital structure from
time to time. As a part of this review, the management considers
the cost of capital and the risks associated with each class of capital.

EVENTS AFTER THE YEAR

Except the events disclosed in note 34 to the consolidated financial
statements for the Year of the Company’s annual report, there have
been no other material events occurring after 31 March 2024 and
up to the date of this report.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIE - HERERHRS

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

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

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

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

The Group is delighted to present the Environmental, Social and
Governance Report ("ESG Report”) for the year ended 31 March
2024 ("Reporting Period”) in the following to illustrate and
highlight our efforts and performance in achieving sustainable
development in both the environment and social aspects.

This ESG Report has been prepared in accordance with the
Environmental, Social and Governance Reporting Guide as set out
in Appendix C2 to the Rules Governing the Listing of Securities on
Main Board of the Stock Exchange of Hong Kong Limited (“ESG
Reporting Guide”), with the aim to inform relevant parties
and stakeholders of our policies, measures and performance
regarding environmental, social and governance issues. To ensure a
comprehensive ESG reporting, we would continuously take note of
different ESG issues and assess their relevance to our ESG reporting.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

REPORTING PRINCIPLES AND BOUNDARY

This ESG Report mainly covers the major operation of the Group
in Hong Kong which is provision of foundation works service.
Information in this ESG Report was sourced from the official
documents, statistical data and operational information of the
Group. We adhered to the reporting principles of the ESG Guide,

namely “Materiality”, “Quantitative” and “Consistency” principles
that are described below.

Materiality: We continuously collect opinions from stakeholders
and determine the ESG issues to be covered and key points to be
reported in the ESG Report based on the materiality assessment
which was conducted to identify material issues during the Year,
thereby adopting the confirmed material issues as the focus for
the preparation of the ESG Report. The materiality of issues was
reviewed and confirmed by the Board.

Quantitative: We measured the key performance indicators with
reference to the principles listed in the ESG Reporting Guide,
including collecting environmental and social data from various
departments, verifying documents, calculating, and disclosing data,
and finally submitting the ESG Report to the Board for review. The
standards and methodologies used in calculation of relevant data
in the ESG Report, as well as the applicable assumptions were
disclosed. The KPIs were supplemented by explanatory notes to
establish benchmarks where feasible.

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

BOARD STATEMENT

The Group's internal strategies, policies and procedures are designed
with the objective of creating sustainable values for its stakeholders
and minimising the Group’s unavoidable environmental impacts
generated from operation. The Board has ultimate responsibility for
ensuring the effectiveness of the Group’s ESG management.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

R HEREGHRS

The governance structure is led by the Board while power and
authority are delegated to the management of the Group. The
management of the Group has embedded ESG issues in the Group's
overall direction and strategies, and is responsible for establishing
an ESG strategy, managing risk, and keeping updated on regulatory
updates with assistance from key members of the operational
department (the “ESG workgroup”). The ESG workgroup is
responsible for identifying business related ESG issues, determining
the Group’s ESG goals and target, monitoring ESG performance and
reporting to the management. All business entities and departments
are covered by the risk governance structure and risk management
process of the Group.

The Board, the management and the ESG workgroup organise
and hold an ESG management meeting quarterly to review the
implementation of ESG work, the content of policy and strategies
established, and the goals and targets set so as to ensure that
appropriate policy and effective ESG risk management are in place.

STAKEHOLDER COMMUNICATION

Communication with stakeholders is extremely crucial to our group,
we insist on continually seeking opportunities to do so. We work
to thoroughly understand the needs and expectations of various
stakeholders through daily communication, the Group's official
website, e-mail, and other channels and respond to them. The
Group has established a communication mechanism for stakeholder
expectations and concerns and proactively builds a relationship of
mutual trust. The people and groups that significantly influence the
Group's activities or are significantly affected by its operations serve
as our key stakeholder group.

MATERIALITY ASSESSMENT

The Group conducts materiality assessment annually to identify the
material ESG factors. The Board and the ESG workgroup have taken
part in the assessment to be one of the key stakeholders to provide
opinions on the selection of material ESG factors.

In the materiality assessment, we first identify potential ESG
reporting issues. The issues are then being analysed to determine the
importance to the Group's stakeholders and business in aspects such
as the Group's strategies, market development and stakeholders’
concerns. Following this, the identified ESG issues are listed,
discussed and given priority. Finally, it is evaluated and approved by
the management.
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ENVIRONMENTAL

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

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

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

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

No material non-compliance with relevant laws and regulations
relating to air and greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-hazardous waste
had been identified during the Reporting Period.
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A1. Emissions A1l. BERR YD
AL1: Air Emissions ALl BERHEEK
Dust is generated from construction activities and material MLEBRMEEREEEMNE - K
transportation. We introduce mitigation measures to PIERER 4% #7165 i SR I T B E A M)
control dust generated from projects and dark smoke EREEREREENZE  WEEH
from equipment or vehicles, for example, washing vehicles BETHRDELER - ERETHE
before leaving the construction site, spraying water or BKSIELER  BRETIHER
dust suppression chemicals in construction sites, strictly REERE Y R H AR IR o BRI
prohibiting open burning of wastes and other refuse on SEHEETEE O E B - AR
sites, etc. We perform proper and scheduled maintenance TEHBZHEE -
for the equipment or vehicles to ensure no excessive dark
smoke emission.
A12: Greenhouse Gas (“GHG ") Emissions A2 BERE ([ BERE ) HK
GHG emissions from the Group is generated mainly from REBERBRERBEREZERE E
the consumption of mobile fuel (i.e. gasoline for the R (BN R R EE AR B
vehicles and equipment). The vehicles and equipment o ERARBNERRRERARAE
consuming fuel are used for daily business operations. BB o MBREEERALY
Their combustion generates several air emissions including ey  —SBRRAIRABRERE
Nitrogen Oxides, Sulphur Oxides, Carbon Dioxide, and KLY 5 HETE RE R R ©
Respiratory Suspended Particles.
In 2022, the Group set target to reduce 5% of GHG MRZBZ—F - AEEENUZT ==
emissions by 2027, using 2022 as the baseline year. The FREEF HEZZTZLEFREE
following presents the Group's Greenhouse Gas (“GHG") REERBES %A E - T2 AEH
emissions for the Reporting Period: RBEHENAERE(BRERE])
HERR -
GHG emissions from use of vehicles and R EH R R 1Y ik = 5 he BEA
equipment
Aspects 1.2 Unit 2024 2023
fEm1.2 B —E-mEF —TC=F
Nitrogen Oxides (NO)) kg 86.3 127.0
BEUEPI(NO) T
Sulphur Oxides (SO,) kg 0.8 1.2
B E#(so,) T
Carbon Dioxide (CO,) kg 3,907.2 4,376.0
—4&1kik(co,) T
Respiratory Suspended Particles kg 4.0 5.9
AR A SR E RERL YY) T
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Hazardous Waste

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

Non-hazardous Waste

The Group acknowledges possible environmental impacts
of non-hazardous waste generated during its operations
such as site clearance, excavation works, and construction
works. During the Reporting Period, the Group complied
with the Waste Disposal Ordinance and had 11 projects
that disposed of soil (FY2023: 7 projects). The following
presents the relevant information:

A13. BEZERY
BRI - BREFREHLEE -
AEBES THERMANEE RRAE
EEEAAERZTEEY - Bt - X
EECIRARERE - TMESIEARRRECR o

A4 EZEZEY

piN= S E1DES

RELZEY(WSHIBE

ERIREMEETR)BEELNES
BEEVAREHRBENTE - NEE
Hif - AR EETCEMEE FD)
BVEER (ZZE =85 : 7{EEE)
ETTLRRE - TX2IEEER

Non-hazardous waste in total and intensity BEERYBREREE
Aspects 1.4 Unit 2024 2023
fEm1.4 B —EB-mF —EC-=F
Construction disposal: Soil tonnes 18,289 214,212
REREY 1 A
Construction disposal intensity tonnes per construction

project 1,663 30,602
BERENEE e, B ERSIE A

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

RERK  AEEREETEERREY
BBHER  YEEEBR TRERR
R - ARBERBEREABAR
EEENRBRME Y  SHFEUCE
FERYERER °
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Measures to Mitigate Emissions

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

Wastes Reduction and Initiatives

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

A2. Use of Resources
A1

Energy Consumption

The following presents the Group’s direct energy
consumption for the Reporting Period:
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Al6:
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A2. ERERA
A21:

BER B FE
TXEJNAEERNHERAENEEEE
TRIRFE -

Direct Energy Consumption in total and EREERBFEBREE
intensity

Aspects 2.1 Unit 2024 2023
fETE2.1 B —E-mEF —BC=F
Electricity Usage kWh 10,560 11,826
HE TR

Electricity Usage Intensity kWh/office 10,560 11,826
ABEE FHEE AR

In 2022, the Group set target to reduce 5% of energy
consumption by 2027, using 2022 as the baseline year.

RZE-—F  AEBEEN=E ==
FHEEF  HIE _Y_timmﬁ
SHFER 5% BAZ

2023/24 ANNUAL REPORT



A3.

A4,

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

A2.2: Energy Use Efficiency Initiatives

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

A2.3: Water Consumption and Packaging Material
Owing to the nature of our operations, other than the
consumption of drinking water, the use of water is not
significant under our operations control. There is also an
absence of packing materials involved in our operations.
As such, the Group has not placed emphasis on the
development of policies in these areas.

The Environmental and Natural Resources

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

Climate Change

The Group recognises the importance of the identification and
mitigation of significant climate-related matters; therefore, the
Group is committed to managing the potential climate-related
risks which may impact the Group’s business activities. The
Group has established risk management policy in identifying
and mitigating different risks including climate-related risks.
The Board meets regularly and cooperates closely with key
management to identify and evaluate climate-related risks and
to formulate strategies to manage the identified risks.

A3.

A4.
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Through the above method, the Group identified the material
impacts on the Group's business arising from the following
risks:

Climate-related Matters

Physical Risks

The increased frequency and severity of extreme weather such
as typhoons, storms and heavy rains can disrupt the Group'’s
operations by damaging the power grid and communication
infrastructures, and injuring its employees during their work,
leading to reduced capacity and decreased in productivity, or
expose the Group to risks associated with non-performance
and delayed performance. To minimise the potential risks
and hazards, the Group has flexible working arrangements
and precautionary measures during bad or extreme weather
conditions.

Transition Risks

The Group anticipates that there will be more stringent climate
legislations and regulations to support the global vision of
carbon neutrality. From a listed company’s perspective, we
acknowledge the increasing requirements of climate-related
information disclosures. One example is the update of the
ESG Reporting Guide in respect to significant climate-related
impact disclosures of an issuer. Stricter environmental laws
and regulations may expose enterprises to higher risks of
claims and lawsuits. Corporate reputation may also decline
due to failure to meet the compliance requirements for climate
change. The related capital investment and compliance costs
thus increase. In response to the policy and legal risks as well
as reputation risks, the Group regularly monitors existing
and emerging trends, policies and regulations relevant to
climate and be prepared to alert the top management where
necessary to avoid cost increments, non-compliance fines and/
or reputational risks due to delayed response.
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SOCIAL
B1. Employment and Labor Practices

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

B1.1: Employment Policies

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

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

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

Workforce

The Group had employed 197 full-time employees as
at 31 March 2024, all of whom are from Hong Kong.
Out of the total number of staff, 169 of our employees
were male and 28 of them were female. Majority of the
workforce were within the 31-60 age group, accounting
for 138 of our staff, while 27 employees were under 30
years old and 32 were over 60 years old.

During the Reporting Period, the Group’s overall full-
time employee turnover rate was approximately 24%.
The employee turnover rate for male and female were
approximately 26% and 7% respectively.

Health and Safety

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

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

B12.

AEEEREEEFIEETFM - K
BERETHRBEEAKEANERK
R RAUNRAEEERFEENEER
Xt BIFMERDBIERER
BEMNBEHARERBRELZ IR
ER/ RN —BUFE RIRAR 75 E#E
BEEER-

ZEy
NZEBE-_NME=A=+—0H0  Kx&EF
BATI7%2MET - 2PHRES
e BTHREH - 169R BT ABME
8B B - KEHBEITHE31-60
R FERRAR  EHAB138RET - B
982742 B T A305 A T 324 B605%
PALE

RB|ERH  AEBcBBE2BRET
MEKRNE24% - BERLZEE TR
KR RIHE26% % T% °

REE L2
AEEEEEARREEMNERERRER
ZE o AEEBRETKBEL 2 M2
ARG EHEERIER - RIBEH
B MERETETEBRERZREN
ZEMNERERIERNBERNEGHAR
SEELASARE -

BRPEGBERERTERS » XM
BTRHZ2EI - ATRERMN
ZEEBRERHREEFEEAE -
TEMEFER  BINERSITEAE
BRK - NEBFRBAEATENBERE
BEL - At - ZRFERPRERKE
TREEEREHSRAE - UHEE
ERE2ER - BRI TBE
BEAZEEERER - LAEHMAN
TARDBRE -

2023/24 ANNUAL REPORT



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Our project management team is responsible for
overseeing the implementation of our occupational health
and safety policies and ensuring that we comply with
applicable occupational health and safety standards and
laws. Our Group has put in place an internal safety manual
which is reviewed from time to time to incorporate
the best practices and to address and improve specific
areas of our safety management system. We require our
employees and our subcontractors’ employees to follow
our workplace safety rules as set out in the internal
safety manual. Our workplace and safety rules identify
common safety and health hazards and recommendations
on prevention of workplace accidents. We also provide
suitable personal protective equipment such as safety
helmet and safety boots to our employees based on the
type of works undertaken by them.

Our safety officer regularly provides guidance to our
workers and subcontractors on proper and safe working
practices. We may impose fine on or remove the
subcontractor who has repeatedly breached the internal
safety procedures from our internal approved list of
subcontractors. Subcontractor which failed to rectify its
breaches upon our requests will also be removed from
our internal approved list of subcontractors. We also hold
regular meetings with our subcontractors to discuss on
the implementation of safety measures and follow up with
any safety issues identified during the course of project
implementation.

Looking ahead, we would continue to promote
occupational health and safety to its employees and avoid
any work injury or accident by all means. Work injuries
will be reported according to our internal guidelines which
was set up with reference to the work injury reporting
requirement by the Labor Department. Based on our
occupational health and safety management system, we
ensured safety and health of our employees in connection
with the use, handling, storage and transport of articles
and substances; providing all necessary information,
instructions, training and supervision for ensuring safety
and health; providing and maintaining safe access to
and egress from the workplaces; and providing and
maintaining a safe and healthy working environment.
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RIB - tERERRE
During the Reporting Period, 1 incident of workplace RMEREEETIRIESENRS
accidents resulting in injuries to the Group’s employee AEEBREEN SO BEEMEIRE
and/or subcontractor’s employee arose, which led to 229 EHRT RE229K(ZE =84 ¢
lost labor days (FY2023: 1 incident of workplace accidents BEIRIESFSEN  BYRIX
arose, which led to 301 lost labor days). All workplace 2301K) - FTA LIESFIEBIIE B
accidents were fully covered by the relevant insurance EHARBEREAR - REBMAZ
policies. The Group is pleased to report that no fatality e oAREPETEREABRTSE
cases occurred during the Reporting Period. o
B1.3: Development and Training B13: BRERIZH
The knowledge and skill levels of our employees are 1B B MY R RE K B AR B A K
vital to the Group’s success, and hence we provide IMEEBEE - Bt - BMARM
various types of training to our employees and subsidize HiEERHEZEEI - WEBEMN
our employees to attend various training courses EBE2MEXZEHNFIRE - BE
covering areas such as technical knowledge relating to HFRMETREEEORITHE &
the carrying out of foundation works, safety, first aid, 2 2R BEEAHRRREEER
regulatory compliance and environmental matters. Such H o ZEFEVRERFBHMINAEIE
training courses include our internal trainings as well SIA 2 R ANEB A & (AR SRR B i3
as courses organized by external parties such as the AR R E A I S AR A 12 (L 7 ) 2R I &Y
Construction Machinery Technical Training Centre and RIZ EEERETIWEBELEITRE
other training service providers. Employees carrying out BEARBREB AN ES33EGRESE
construction works at construction sites are generally T AGEMHEGI IR s - A FEsk
required to be registered pursuant to the Construction TARMBEEReETEMTAEE
Workers Registration Ordinance (Chapter 583 of the TETEI - RiEEM - BRMER
Laws of Hong Kong), which imposes certain training ETHEHREZETRENMEREEHE
requirements on workers prior to registration with the IRIRIRE X T A IHRGIHHBR A o
Construction Industry Council. As at the Reporting Period,
all of our employees carrying out construction works on
construction sites were registered under the Construction
Workers Registration Ordinance.
During the Reporting Period, the percentage breakdown N EHIR - IRMERIRIEBERE S
of employees trained and the average training hours MXIEERS L RBHEEFHT
per employee, by gender and employee category are as AR BT
follows:
Percentage of Average
employees training hours
trained per employee
(%) (hours)
ZIEE BEEETH
Aotk FZIIRFE
(%) (/]NBF)
By Gender =5
e Female o I 100 8.0
e Male e Hit 100 8.0
By Employee Category ZESER
e Senior Management s RREERE 100 8.0
e Middle Management o HRERE 100 8.0
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B14: Labor Standards

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

B2. Operating Practices
B21: Supply Chain Management

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

Under our policies, the Group would only purchase
supplies from these approved suppliers to ensure quality of
our services and purchases. During the Reporting Period,
the Group had engaged 188 (FY2023: 138) suppliers and
subcontractors while all of them were located in Hong
Kong. Further, with reference to the quality requirement
of our projects, our project management team would
also hold meetings with suppliers to communicate our
requirements, while at the same time inspect the quality
of the goods and services provided by the suppliers from
time to time. Upon reception of services and goods, the
project management team is responsible for the inspection
of the delivered goods and services to ensure they can
meet our quality requirements before settling payment.

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

R - HEREGHRS
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REE BAR BT BB ADICE R I
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NEBDLEI188( T =8 F :
138)MEEE LS BRE - 2HHUIR
BB o A KRERMEENER
Tk RMMTEE BB RS
&% BEERERRMNES AR
T REHERMEHANE R ER
HEE - BURBELERE  EEE
BEFAERBRRIMNNE & ERE -
DERHEERMHEEER - HiEH
SHEEMFE o

= A

BREEERNEEEERREYL
EEENEEEAMN  BRAIFAE %
EDBEAE - HPIMIAREEEK
EEMRENBEIMNNITIEEER
EE - RMERESHOERE - £k
BRETHANZEREREER @ &
IRETHEEERIIER ©

2023/24 FERE o EHIRBERABRAT

39



40

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BRI - HEKRELQHRS

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

B2.2: Product Responsibility

Achieving and maintaining high quality standard for
projects are the most important for the sustainable
growth of the Group. The Group strives to maintain good
relationship with our major customers to establish good
reputation and to gain future business opportunity.

During the Reporting Period, the Group was not aware
of any material non-compliance with any laws and
regulations in Hong Kong related to product health and
safety, advertising, labelling and privacy matters relating
to products and services provided and methods of redress
including but not limited to, the Trade Descriptions
Ordinance and Personal Data (Privacy) Ordinance, that
would have a significant impact to the Group. There was
no complaint received during the Reporting Period. Given
the Group's business nature, the Group was not involved
in the sale of products, therefore disclosure on product
recall procedures and number of products recalled are not
applicable.

B2.3: Anti-corruption

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

During the Reporting Period, the Group was not aware
of any material non-compliance with any laws and
regulations in Hong Kong related to bribery, extortion,
fraud and money laundering including but not limited to,
the Prevention of Bribery Ordinance, that would have a
significant impact to the Group.

B22.

B23.
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B2.4: Whistleblowing policy

B2.5:

In compliance with code provision D.2.6 of the CG
Code, the Board adopted a whistleblowing policy. It
provides employees and the relevant third parties who
deal with the Group (e.g. customers, suppliers, creditors
and debtors) with guidance and reporting channels on
reporting any suspected improprieties in any matters
related to the Group directly addressed to the designated
person.

The chairman of the Audit Committee is designated
to receive the relevant complaints for this purpose. All
reported matters will be investigated independently
and, in the meantime, all information received from a
whistleblower and its identity will be kept confidential.

The Board and the Audit Committee will periodically
review the whistleblowing policy and mechanism to
improve its effectiveness.

Conflict of Interest Management

In order to prevent employees from not taking
corresponding measures because of their personal
interests, the Group has formulated the “Declaration
of Interest” which provides guidelines and procedures
to employees in exercising their utmost good faith and
honesty in all transactions involving their duties and under
no circumstances use their positions or knowledge gained
for their own personal benefits. Employees must ensure
that there is no conflict of interest between their personal
interests and their duties, obligations and responsibilities
to the Group. Those who have or have had a personal
relationship with related person where a conflict of
interest is perceived should provide written declarations at
the earliest possible opportunity.

B24.

B25.
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R HEREGHRS

B3. Community
B3.1: Community Investment

The Group strives to implement corporate social
responsibility and actively participates in public welfare
activities. No formal policy on community investment has
been established. Owing to the nature of our business,
we are not required to label any products or to advertise
our services. Further, we generally do not handle personal
data and, as such, are exposed to minimal risks of
breaching privacy laws.

FUTURE APPROACH TO SUSTAINABLE
DEVELOPMENT

In the future, we will:

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

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

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

B3. tt&E
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CORPORATE GOVERNANCE PRACTICES

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

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

DIRECTORS’ SECURITIES TRANSACTIONS

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

BOARD OF DIRECTORS

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

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

Prior to 15 March 2024, the chairman and chief executive officer
of the Company were held by Mr. Yip Kwong Cheung (“Mr. Yip”)
who was the founder of the Group and has extensive experience
in the industry. During the period from 1 April 2023 to 15 March
2024, the Board believes that Mr. Yip can provide the Company
with strong and consistent leadership and allows for effective and
efficient planning and implementation of business decisions and
strategies. The Board also considers that the past structure of vesting
the roles of chairman and chief executive officer in the same person
will not impair the balance of power and authority between the
Board and the management of the Company. In order to further
comply with the code provision A.2.1 of the CG Code, the Board
approved and announced on 15 March 2024 that Mr. Lin Rida has
been appointed as the chairman of the company with effect from 15
March 2024. The Board will review this structure from time to time
to ensure appropriate and timely action are to be taken to meet the
changing circumstances.

BOARD COMPOSITION

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

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

Executive Directors

Mr. Lin Rida (Chairman of the Board)

Mr. Yip Kwong Cheung (Chief executive officer)
Mr. Bu Lei (appointed on 5 July 2023)

Ms. Luo Tingting (appointed on 10 January 2024)

Independent Non-Executive Directors

Ms. Cheng Shing Yan
Mr. Wong Yiu Kit Ernest
Mr. Tang Man Joe (appointed on 9 September 2023)
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ATTENDANCE RECORD OF DIRECTORS AND
COMMITTEE MEMBERS

Code provision C.5.1 of the CG Code states that the Board should
meet regularly and the Board meetings should be held at least four
times each year at approximately quarterly intervals with active
participation of a majority of Directors, either in person or through
other electronic means of communication.

The attendance records of each of the Directors at the Board
meeting, committee meetings and AGM held during the Year and
up to the date of this report are set out in the table below:

CORPORATE GOVERNANCE REPORT
EXRERRSE

EENZEEHE TR HFETE

EERTRMTANEXECS 1ERIHE  £5
Aﬁmﬁﬂiﬁéﬁ S EECLREELBFE7T
WX ROABAESERE R WARKBHIESHS
FEBEME BN RNIERLE -

REFHEAFENEEARS APRTNES
CEH  ZESLRNMBRBFASNRENT
=E

Board Audit  Nomination Remuneration
meeting Committee Committee Committee AGM
Name of Director ] Ezgel ERZES REZEE FMzee REBEAE
Mr. Yip Kwong Cheung EREis 11/11 N/ATER 4/4 4/4 1N
Ms. Kwan Chui Ling (resigned on B Z L (K =F 444 N/ATER N/ATEF N/ANER N
10 January 2024) ZHE—AT A
)
Mr. Lin Rida MBEELE 1M N/ANE 474 474 71
Mr. Bu Lei (appointed on 5 July  NERAR-ZE== 99 N/ATEF N/ATEF N/AT 01
2023) F+ B AEEE)
Ms. Cheng Shing Yan At 11/11 717 4/4 4/4 1N
Mr. Wong Yiu Kit Ernest HRGEE 11/11 717 4/4 4/4 1N
Mr. Tang Sher Kin (resigned on BB R A (R =F 22 171 22 22 17
18 September 2023) Z=FNAT/A
)
Mr. Tang Man Joe (appointed on ~ BFSCHREL (R —F 8/8 6/6 11 1/1 N/ATEF
18 September 2023) Z=FNAT/IA
#E(T)
Ms. Luo Tingting (appointed on ~ BBELZ (R -F 5/5 N/ATER N/ATEF N/AT N/ATEF
10 January 2024) ZHE—F+HE
Z()

The forthcoming AGM will be held on 27 September 2024.

Apart from the Board meeting, the Chairman also held meeting with
the independent non-executive Directors without the presence of
the executive Directors during the Year.
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The biographical details of each of the Directors and their
relationships are set out in the section headed “Directors and senior
management” of this report.

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

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

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

APPOINTMENTS, RE-ELECTION AND REMOVAL

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

ROLE AND RESPONSIBILITIES

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

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

BEFNEEFRAEENBEIANAREE
ERERERE] -

RIBEETRA > ARREEE=RBIUIFNTE
= EEFEAB=OZNULE HbhED—F
AEREENEXER  ABFTERMHKEERR
EHE - BUFNTEFTREFTERRTERZD
R RMEERNE - BREBIHE - 2888
VIFHTEFRABBR2EEZTSSRNEL(HE
EXZBeEBAARRELZHER -

AARERESEFFNTESHEB T EH N
NFEERL - MARARRZIBIULIFATES
RIBE ETRAISE3 A RPIE AR S BB -

AATEHETHEZHERTB LT HHEE R
REZ o

- EERER
REARRABERRAAAR])  FAEESA
ELB=FHERET X EFSLEEAHE
B (MHARRESSREZR - HEHER
EREZERAABEEBRRAE - RARZA
T LERET  RNWAIBRESENRE - &E
HAEEARA TEERRBEAE ([ RFEFK
B RERANSEREREE -

BEEBE
EFECEBARRAREREHBNEE - WHERHE
EENEARABRRNBEREND - EFEE
ZARNEXRGEE FEEREEARRNEE
RE  HWEVBRREFRREULEEREE
AREEERRE HEAEARBROEEBEE
TTRHEARBLE R MHEREM B XA - EFSHE
LRENNTRBMENR TEERE - Wt
HEMET - EFE T EREENRNRSE
AFED A AR RMRI - AR - FRMA
SIELBE R ZRIBRNRTE o

2023/24 ANNUAL REPORT



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

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

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

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

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

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

The Group is keen to strengthen its market position and
generate value for its investors while constantly looking out for
its stakeholders to attain sustainable development. The Group
formulates and implements the following strategies and plans to
achieve its objectives and value.

The Board encourages its members to discuss the underlying
value of its culture at board meetings to align and improve its
strategies;

The Group provides sufficient resources to execute its
strategies;

The management teams report to the Board at least every
quarter so that the Board can regularly evaluate the core value
of its culture;

Open communication is always available between the Board
and the Company'’s workforce;

The Board periodically monitors the Company’s conduct and
encourages holding the responsible individuals accountable
where any misalignment occurs;

Share option scheme is available for the Board to provide
incentives for any relevant parties in future;

Management teams regularly review the remuneration policies
of the employees; and

The Group maintains continuous communication with the
stakeholders to understand the potential impacts of its culture
and strategy.
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BOARD COMMITTEES

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

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

Audit Committee

The Group established the Audit Committee on 19 February 2021
with written terms of reference in compliance with Rule 3.21 of the
Listing Rules and code provision D.3 of the CG Code. The primary
duties of the Audit Committee are to, among other things, review
and approve our Group's financial reporting process and internal
control and risk management system, oversee our audit process and
perform other duties and responsibilities as assigned by the Board.
The Audit Committee consists of three members, namely Ms. Cheng
Shing Yan, Mr. Wong Yiu Kit Ernest and Mr. Tang Man Joe. The
chairlady of the Audit Committee is Ms. Cheng Shing Yan.

During the Year and up to the date of this report, the Audit
Committee held 7 meetings, at which it has reviewed and discussed
the Company’s audited consolidated financial results for the Year,
including the accounting principles and practice adopted by the
Group, the Company’s compliance with the CG Code and disclosure
in this Corporate Governance Report, the interim report for the six
months ended 30 September 2023, the effectiveness of the Group’s
risk management and internal control systems as well as the Group's
internal audit function. The Audit Committee has also recommended
to the Board to consider the re-appointment of Grant Thornton
Hong Kong Limited (“GT") as the Company’s external independent
auditors at the forthcoming AGM.
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Nomination Committee

The Group established the Nomination Committee on 19 February
2021 with written terms of reference in compliance with the
CG Code. The primary duties of the Nomination Committee are
to review the structure, size and composition of the Board and
our board diversity policy (the “Board Diversity Policy”) on a
regular basis to identify individuals suitably qualified to become
Board members; assess the independence of independent non-
executive Directors; and make recommendations to the Board on
relevant matters relating to the appointment or re-appointment of
Directors. Mr. Yip Kwong Cheung has retired as the chairman of
the Nomination Committee since 15 March 2024 and Mr. Lin Rida
was appointed as the chairman of the Nomination Committee at the
same date. The Nomination Committee consists of four members,
namely Mr. Lin Rida, Ms. Cheng Shing Yan, Mr. Wong Yiu Kit Ernest
and Mr. Tang Man Joe as at 31 March 2024. The chairperson of the
Nomination Committee is Mr. Lin Rida.

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

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

(@) reputation for integrity;

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

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

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

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

2023/24 EEHE o

CORPORATE GOVERNANCE REPORT
EXRERRSE

REEEE
AEEEBREXERTAR-_FT=-_—F=A
TAEKIREZZES - WhHIEEmBERE -
REZBENIZBARTHENESTENR
B RERARAREEEREZ TR (E
EERESTBE]) - UHHEE REERK
REZGKENAL  FHEBFRITESNE
I YHEEE TR EEERNEREER
E=gRLERES - EEHTACA T M
FZATHBEREBHEREZEGTIE HMBER
ERFAARREIRRERREEER - N-_F -1
FZA=1t—H RRZBEeHmBKEAK
BIMRBESAE - AR L - BRALEREX
HELE - RRBZRBETRAMBESLE

REEENBR(BRIERRERFRE) SBHRE
EZENERRERZEGNERE - EHEMLER
BRZATETADNERBER  RHRES
REZFAHEFTSERBRUE - RENZEEM
REESERENERT  REZBeAHRE
FREARBRAGERIEBENESTQRLER
BERRAE BRI -

REZEENTERRREANES LR - &2
BLATER -

%I:
ik

BRE

23

(@ &

(b) MAERETTEREMMEMITEMNMKEL - &5
REBE .

(0 AHERARFHEBRATHER - HiR
NFEE

d BFEXEZHTENZTE  BREEFR
RIUR - it - MERBEEER  KBR(E
FREMERR) - BB R AR

(e BRENBHEIFBERRE AHARAH
RIEHEARER :

REBHIBEZERERLA

49



50

CORPORATE GOVERNANCE REPORT
EXREQRSE

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

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

During the Year, the Nomination Committee held 4 meetings, at
which it (i) assessed the independence of the independent non-
executive Directors, (ii) appointed new executive Directors, and (iii)
recommended to the Board for consideration the re-appointment
of all the retiring Directors at the annual general meeting of the
Company held on 11 August 2023.

Board diversity policy

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

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

The Nomination Committee has reviewed the Board Diversity Policy
to ensure its effectiveness and considered that the Group achieved
the objectives of its Board Diversity Policy for the Year.

Remuneration Committee

The Group established the Remuneration Committee on 19 February
2021 with written terms of reference in compliance with Rule 3.25
of the Listing Rules and the CG Code. The primary duties of the
Remuneration Committee are to, among other things, formulate
our remuneration policy, review and determine the terms of
remuneration packages of our Directors and senior management
and review and approve performance-based remuneration with
reference to our corporate goals and objectives resolved by the
Board from time to time. Mr. Yip Kwong Cheung has retired as a
member of the Remuneration Committee since 15 March 2024.
The Remuneration Committee consists of four members, namely
Mr. Wong Yiu Kit Ernest, Mr. Lin Rida, Ms. Cheng Shing Yan and
Mr. Tang Man Joe as at 31 March 2024. The chairperson of the
Remuneration Committee is Mr. Wong Yiu Kit Ernest.
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During the Year and up to the date of this report, the Remuneration
Committee held 4 meetings, at which it reviewed the remuneration
policy and structure for as well as the remuneration packages of all
Directors and the senior management. No Director was involved in
deciding his own remuneration.

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

The Company has received written annual confirmation from each
independent non-executive Director of their independence pursuant
to the requirements of the Rule 3.13 of the Listing Rules. The
Company considers all independent non-executive Directors namely
Ms. Cheng Shing Yan, Mr. Wong Yiu Kit Ernest and Mr. Tang
Sher Kin (resigned on 18 September 2023) and Mr. Tang Man Joe
(appointed on 18 September 2023) to be independent in accordance
with the independence guidelines set out in the Listing Rules for the
Relevant Period.

The Board established the following mechanisms to increase the
credibility of independents views.

—  Directors are entitled to seek external independent legal and
other professional advice for performing their duties. Separate
independent professional advice is always available upon their
request;

—  The Board (led by an independent non-executive Director) has
conducted evaluation of the directors’ (including independent
non-executive Directors) performance every half year through
guestionnaires, interviews and/or observations. Criteria for
evaluation include (i) board meeting attendance; (i) whether
they actively participated in discussion; (iii) whether they had
the motivation and integrity required; (iv) whether they had or
were capable to devote sufficient time to make contributions to
the Group; (v) whether they had the business experience and
skills to effectively oversee the management; and (vi) whether
they were independent. The aforementioned criteria are for
by no means exhaustive or decisive. Management, external
advisers and key stakeholders such as shareholders are also
encouraged to provide useful feedback;
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—  The Chairman welcomes any nomination of directors. The
Board deploys multiple channels for identifying suitable
candidates, including directors’ referrals, management, advisors
of the Group and external executive search firms. Candidates
will be shortlisted by the Nomination Committee and the
Nomination Committee will evaluate the candidate based on
the aforementioned criteria. The Board has the final authority
to determine suitable candidates to be elected as directors; and

—  The Group has received annual written confirmation from each
of the independent non-executive Director in respect of their
independence in accordance with the independence guidelines
set out in Rule 3.13 of the Listing Rules.

The Board shall conduct annual review of the implementation
and effectiveness of such policy to ensure independent views are
available to the Board. The Board considers that the current policy to
ensure independent views are heard by the Board is sufficient and
efficient.

DIRECTORS’ TRAINING AND CONTINUING
PROFESSIONAL DEVELOPMENT

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

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

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

COMPANY SECRETARY

Mr. Leung Wai Hong was appointed by the Board as the company
secretary of the Company (the “Company Secretary”) since 29
December 2023. Mr. Leung has more than 17 years of experience
in auditing, financial management, internal control and corporate
governance. He is a member of the Hong Kong Institute of Certified
Public Accountants.

During the Year, the Company Secretary had confirmed that he
had taken no less than 15 hours of relevant professional training in
accordance with rule 3.29 of the Listing Rules.

REMUNERATION OF SENIOR MANAGEMENT

During the Year, the remuneration bands of senior management is
listed as follows:
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No. of person(s)

Band of remuneration (HK$) HENEE (B T) A
Nil to HK$1,000,000 £ 21,000,000/ 7T 4
HK$1,000,001 to HK$2,000,000 1,000,001 0% 2,000,000/ 7T 1

Further details of the remuneration of the Directors and the 5
highest paid employees are set out in notes 12 and 13 respectively
to the consolidated financial statements.
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DIRECTORS" RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

The statement of the external independent auditor of the Company
about their reporting responsibilities on the consolidated financial
statements of the Group is set out in the Independent Auditor’s
Report as annexed to this report.

INDEPENDENT AUDITOR’S REMUNERATION

During the Year, the fee paid/payable to the external independent
auditor of the Company and its affiliates is as follows:

EERGREMBHRRALRNEE

oht

EFNERFEARARBUAEENOUHERE -
EMABREAA BER N TR ERE -
EWRABEM A EH A RENFELLENE

RERERNEATHARE -

oht

£
-

RARINEB L ZBENH L H A KB R A PR
RO MERTERNERINAR S KB
BB S

B ZHETH 2
RAERE - BN/ IEAAR TSNEE A K
EBBARNBBIIRNT :

HK$
Description it BT
Audit Services EitR
Annual audit fee FEFIE 1,000,000
Grand total HET 1,000,000

RISK MANAGEMENT AND INTERNAL CONTROL

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

The Board oversees the Group’s overall risk management and
internal control systems on an ongoing basis. At the same time, the
Group endeavours to identify risks, control impact of the identified
risks and facilitate implementation of coordinated mitigating
measures.
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The Group does not have an internal audit department but the
Group has conducted an annual review on whether there is a need
for such an internal audit department. Given the Group’s relatively
simple corporate and operation structure, the Board, as supported
by the Audit Committee, is directly responsible for risk management
and internal control systems of the Group including financial,
operational and compliance controls and risk management functions
and for reviewing its effectiveness.

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

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

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

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

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

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

In the Independent Auditor’s Report, the Auditor expressed qualified
opinion, as further described in Note 19 to the consolidated financial
statements of the Company for the year ended 31 March 2024
and the section headed “Management discussion and analysis
— Qualified opinion”. In order to review the effectiveness of the
risk management and internal control systems, assess if there
are any material defects, deficiencies and risks and to implement
suitable remedial measures, as suggested by members of the
audit committee, the Board has unanimously approved to select
and appoint appropriate qualified professionals to conduct a
detailed review on the workflow, decision-making and record-
keeping process of the Group and to provide recommendations for
improvement measures. The review is expected to be completed by
the fourth quarter of 2024, with the candidate to be confirmed in
due course. In the meantime, the Company will refrain from entering
into contract in the PRC construction industry until the review has
been completed. The Company will make further announcements in
due course and report in the next corporate governance report.

SHAREHOLDERS' RIGHTS

Procedures for convening general meetings by
shareholders

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

The written requisition must state the purposes of the meeting,
signed by the requisitionist(s) and deposit it to the Board or the
Company Secretary by mail at Unit 2909-2910, 29/F, The Octagon,
6 Sha Tsui Road, Tsuen Wan, New Territories, Hong Kong to require
an EGM to be called by the Board for the transaction of any business
specified in such requisition. Such requisition should specify clearly
the name of the eligible shareholder(s) concerned, his/her/their
shareholding, the reason(s) to convene an EGM and the details of
the business(es) proposed to be transacted in the EGM, and must be
signed by the eligible shareholder(s) concerned together with a sum
of money reasonably sufficient to meet the Company’s expenses in
serving the notice of the resolution and circulating the statement
submitted by shareholders concerned in accordance with the
statutory requirements to all the registered shareholders.
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The requisition will be verified with Hong Kong branch share
registrar and transfer office of the Company and upon their
confirmation that the requisition is proper and in order, the Board
will convene an EGM by serving sufficient notice in accordance
with the requirements under the Articles to all the registered
shareholders. On the contrary, if the requisition has been verified as
not in order or the shareholders concerned have failed to deposit
sufficient money to meet the Company’s expenses for the said
purposes, the eligible shareholder(s) concerned will be advised of
this outcome and accordingly, the Board will not call for an EGM.

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

Procedures for putting forward proposals at
shareholders’ meeting

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

Procedures by which enquiries may be put to the
Board

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

INVESTOR RELATIONS

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

Latest information on the Group including, but not limited to,
annual and interim reports, circulars, announcements, and notices
of AGMs are update on the website of the Stock Exchange
(www.hkexnews.hk) and on the website of the Company
(www.kwong-luen.com.hk).
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In addition, the Company regards the AGM as an important event
as it provides an opportunity for direct communication between the
Board and its shareholders. Shareholders are encouraged to attend
the AGM.

CONSTITUTIONAL DOCUMENTS

Pursuant to Rule 13.90 of the Listing Rules, during the year ended
31 March 2023, a special resolution has been passed at the AGM
held on 26 August 2022 to adopt the second amended and restated
articles of association of the Company in order to comply with the
recent amendments to the Listing Rules. The major amendments are
summarised as follows:

1. to provide that the Company must hold an annual general
meeting in each financial year and such annual general meeting
must be held within six months after the end of the Company’s
financial year;

2. to provide that any director appointed by the Board to fill a
casual vacancy shall hold office until the first annual general
meeting of the Company after his appointment and shall then
be eligible for re-election;

3. to expressly state that shareholders shall have the right to speak
and vote at a general meeting except where a shareholder is
required by the Listing Rules to abstain from voting to approve
the matter under consideration;

4.  to change the requirement for a special resolution to remove
an auditor to an ordinary resolution;

5. to state the financial year end of the Company; and

6. other amendments to better align with the wordings in the
Listing Rules and the applicable laws of the Cayman Islands.

A copy of the second amended and restated articles of association

of the Company is published on the designated website of the Stock
Exchange and the website of the Company.
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DIRECTORS’ REPORT
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The Board is pleased to submit this report together with the audited
consolidated financial statements of the Group for the Year.

PRINCIPAL ACTIVITIES

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

REORGANISATION AND SHARE OFFER

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

DIRECTORS

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

Mr. Yip Kwong Cheung (Executive Director)
Ms. Kwan Chui Ling (Executive Director)
(resigned on 10 January 2024)
Mr. Lin Rida (Executive Director)
Mr. Bu Lei (Executive Director)
(appointed on 5 July 2023)
Ms. Luo Tingting (Executive Director)
(appointed on 10 January 2024)
Ms. Cheng Shing Yan (Independent non-executive Director)
Mr. Wong Yiu Kit Ernest (Independent non-executive Director)
Mr. Tang Sher Kin (Independent non-executive Director)
(resigned on 18 September 2023)
Mr. Tang Man Joe (Independent non-executive Director)
(appointed on 18 September 2023)

In accordance with Article 108(a) of the Articles, Mr. Yip Kwong
Cheung, Ms. Luo Tingting and Mr. Tang Man Joe will retire from the
Board by rotation at the forthcoming AGM and, being eligible, offer
themselves for re-election.

The biographical details of the Directors and the senior management
of the Company are set out in the section headed “Directors and
Senior Management” of this report.
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The Company has received written annual confirmation from
each of its independent non-executive Directors in respect of their
independence in accordance with the requirements of Rule 3.13 of
the Listing Rules and all independent non-executive Directors are
considered to be independent.

RESULTS/BUSINESS REVIEW

The results of the Group for the Year are set out in the consolidated
financial statements on pages 81 to 167 of this report. The business
review of the Group for the Year, which includes the principal risks
and uncertainties facing the Group, an analysis using financial
key performance indicators of the Group’s business, particulars
of important events affecting the Group, an indication of likely
future developments in the Group’s business, and discussion on
the Company’s environmental policies and performance and the
relationships with its stakeholders, can be found in the sections
headed “Chairman’s Statement”, “Management Discussion and
Analysis”, “Corporate Governance Report”, “Environmental, Social
and Governance Report” and “Independent Auditor’s Report” of
this report. The review forms part of this directors’ report.

FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of the
Group for the past five financial years, as extracted from the audited
consolidated financial statements, is set out on page 168 of this
report. This summary does not form part of the audited financial
statements.

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL

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

RESERVES AND DISTRIBUTABLE RESERVES

A statement of the reserves available for distribution to shareholders
of the Company as at 31 March 2024 is set out in the “Consolidated
Statement of Changes in Equity” and note 33 to the consolidated
financial statements.
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DIVIDEND POLICY

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

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

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

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

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

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

FINAL DIVIDEND

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

PURCHASE, SALES OR REDEMPTION OF THE
COMPANY'’S SECURITIES
The Board confirms that during the Year, neither the Company nor

any of its subsidiaries had purchased, sold or redeemed any of the
Company’s securities.
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PRE-EMPTIVE RIGHTS

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

ANNUAL GENERAL MEETING

The 2024 AGM will be held on 27 September 2024. The notice of
the AGM will be published and dispatched to shareholders of the
Company in the manner as required by the Listing Rules in due
course.

CLOSURE OF REGISTER OF MEMBERS

In order to determine entitlement to attend and vote at the
forthcoming AGM, the register of members of the Company will be
closed from Tuesday, 24 September 2024 to Friday, 27 September
2024, both days inclusive, during which no transfer of Shares will be
effected. In the case of Shares, all transfer documents accompanied
by the relevant share certificates must be lodged for registration
with the Company’s Hong Kong branch share registrar and transfer
office, Boardroom Share Registrars (HK) Limited at 2103B, 21/F, 148
Electric Road, North Point, Hong Kong no later than 4:30 p.m. on
Monday, 23 September 2024.

SHARE OPTION SCHEME

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

(A) Purpose of Share Option Scheme

The purpose of the Share Option Scheme is to reward the
participants (the “Participants”) who have contributed or
will contribute to our Group and to encourage Participants to
work towards enhancing the value of our Company and the
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(B)

@

Participants of the Share Option Scheme

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

Payment on acceptance of option offer

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

(D) Subscription price

(E)

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

Maximum number of Shares

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

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

(G) Timing for exercise of options

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

(H) Life of the Share Option Scheme

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

During the Year and up to the date of this report, no option has
been granted or agreed to be granted under the Share Option
Scheme since its adoption.

EQUITY-LINKED AGREEMENTS

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

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

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of sales and purchases for the Year attributable to
the Group’s major customers and suppliers are as follows:
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REBMA - BERRERE D AESMES
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FTEFEFRHEER

AEEFBEEFRHUEHEEFAHERRER
DT

%
SALES HE
— The largest customer —BRAEP 75
— Five largest customers —AREP 100
PURCHASES BRAB
— The largest supplier —BRAHER 18
— Five largest suppliers —hARHER 46

None of the Directors, their close associates or any shareholders
(which to the best knowledge of the Directors owns more than
5% of the Company’s share capital) had an interest in the major
customers or suppliers noted above.

RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTIONS

During the Year, details of significant transactions with its related
parties or transactions undertaken in the normal course of business
are set out in the note 30 to the consolidated financial statements.
None of those transactions constitutes a disclosable connected
transaction pursuant to Chapter 14A of the Listing Rules.
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DISCLOSURE OF INTERESTS AND OTHER
INFORMATION

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

As at 31 March 2024, none of the Directors nor the chief executive
of the Company had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO)
as recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO.

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

As at 31 March 2024, the following parties (other than the Directors
or the chief executive of the Company) had interests of 5% or more
in the Shares as recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO:
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Number of
Name of substantial Shares held/ Percentage of
shareholder Nature of interest interested shareholding
BE HEEREEN
FTERRER EEME ROBE REBD L
Lin Tongbing Beneficial owner 67,495,000 6.74%
NSEES BEHEERA
Ma Wenkui Beneficial owner 64,075,000 6.40%
& BEHEERA

Save as disclosed above, as at 31 March 2024, the Company is
not aware of any other person (other than the Directors or chief
executive of the Company) who had an interest or short position in
the Shares or underlying Shares as recorded in the register required
to be kept by the Company under section 336 of the SFO.
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DIRECTORS’ SERVICE CONTRACTS

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

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

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

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

DIRECTORS’ REMUNERATION

The Directors’ emoluments are subject to the Company’s
shareholders’ approval at general meetings and such emoluments
shall be determined by the Board and the Remuneration Committee
with reference to Directors’ duties, responsibilities and performance
and the results of the Group. Details of remuneration of the
Directors are set out in note 12 to the consolidated financial
statements.

EMOLUMENT POLICY

The Company has established the Remuneration Committee
in compliance with the Listing Rules. The primary duties of the
Remuneration Committee include making recommendations to
the Board on the Company’s policy and structure for all Directors
and senior management’s remuneration, on the establishment of
a formal and transparent procedure for developing remuneration
policy, and on the remuneration packages of individual executive
Directors and senior management, including benefits in kind, pension
rights and compensation payments including any compensation
payable for loss or termination of office or appointment.
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Under the remuneration policy of the Company, the Remuneration
Committee considers factors such as salaries paid by comparable
companies, time commitment, responsibilities and employment
conditions elsewhere in the Group.

Details of the Directors’ remuneration and the five highest paid
individuals are set out in notes 12 and 13 to the consolidated
financial statements.

PERMITTED INDEMNITY PROVISION

The Articles provides that the Directors shall be indemnified and
secured harmless out of the assets and profits of the Company from
and against all actions, costs, charges, losses, damages and expenses
which they shall or may incur or sustain by or by reason of any act
done, concurred in or omitted in or about the execution of their
duty; provided that this indemnity shall not extend to any matter in
respect of any fraud or dishonesty by any of the Directors.

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

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

Details of the continuing connected transactions and related party
transactions are set out in the Directors’ Report and note 30 to the
consolidated financial statements.

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

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

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

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

COMPETING INTERESTS

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

NON-COMPETITION UNDERTAKINGS

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

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

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

SUFFICIENCY OF PUBLIC FLOAT

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

SUBSIDIARIES

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

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

By Order of the Board

Kwong Luen Engineering Holdings Limited
Lin Rida

Chairman and executive Director

Hong Kong, 11 July 2024
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INDEPENDENT AUDITOR’S REPORT

i RVR A SCE: S

~a GrantThornton
- H[E

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

QUALIFIED OPINION

We have audited the consolidated financial statements of Kwong
Luen Engineering Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 81 to 167, which
comprise the consolidated statement of financial position as at 31
March 2024, and the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,
including material accounting policy information.

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 2024,
and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"”) and have been
properly prepared in compliance with the disclosure requirements of
the Hong Kong Companies Ordinance.

BASIS FOR QUALIFIED OPINION
Deposits paid for a construction contract

As described in Note 19 to the consolidated financial statements,
in March 2024, the Group entered into the Arrangements with
Customer Z and the Supply Chain Management Company. As at
31 March 2024, the Group paid a partial deposit of RMB4,754,500
(equivalent to approximately HK$5,153,000) to the Supply Chain
Management Company, which was included in “prepayments and
deposits” under non-current assets in the consolidated statement of
financial position.

Subsequent to the end of reporting period, in July 2024, the
Group entered into termination agreements to terminate the
Arrangements, and received the full refund of the deposits paid
from the Supply Chain Management Company.
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BASIS FOR QUALIFIED OPINION (continued)
Deposits paid for a construction contract (continued)

Based on the audit procedures we performed on the Arrangements,
we observed the following:

e We were not provided with certain documents normally
associated with the Arrangements, including but not limited to
the tender documents and proof of qualifications; and

e  For the construction agreement with Customer Z of contract
sum of RMB29,465,000 (equivalent to approximately
HK$31,936,000), Shenzhen Guanglianxing budgeted a thin
gross profit margin under the Arrangements.

We were not able to obtain sufficient appropriate audit evidence or
satisfactory explanations from management involved to ascertain
the nature, business rationale and commercial substance of the
Arrangements, including but not limited to the business rationale
to enter into the Arrangements, given the lack of above-mentioned
documentary evidence and the reasonableness of the budgeted
gross profit margin.

Because of the above scope limitations, there were no alternative
audit procedures that we could perform to satisfy ourselves as to:

(@) the nature, business rationale and commercial substance of the
Arrangements; and

(b) the classification and accounting treatment of the amount of
RMB4,754,500 (equivalent to approximately HK$5,153,000)
paid to the Supply Chain Management Company as at 31
March 2024, which is classified as “deposits” and included in
“prepayments and deposits” under non-current assets in the
consolidated statement of financial position.

We conducted our audit in accordance with Hong Kong Standards
on Auditing ("HKSAs") issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group
in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our qualified opinion.
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KEY AUDIT MATTERS
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Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. 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.

Revenue recognition for construction services

For the year ended 31 March 2024, the Group recognised
revenue from provision of construction services
amounting to HK$618,193,000.

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

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

Relevant disclosures are included in notes 2.12, 4 and 5
to the consolidated financial statements.

Our audit procedures included:

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

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

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

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

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

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

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

Estimation of expected credit losses (“ECL") on trade receivables and contract assets

As at 31 March 2024, the net carrying amount of
trade receivables and contract assets amounted to
HK$63,871,000 (net of ECL allowance of HK$1,568,000)
and HK$239,869,000 (net of ECL allowance of
HK$17,589,000) respectively.

The measurement on the Group’s trade receivables and
contract assets under ECL approach was estimated by
management through the application of management
judgements and use of highly subjective assumptions,
such as the payment history and management’s industry
knowledge and experience.

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

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

Group's trade receivables and contract assets.

Relevant disclosures are included in notes 2.6, 4, 17 and
18 to the consolidated financial statements.

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

Our audit procedures included:

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

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

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

e assessing the ECL allowance as at the end of the
reporting period, taking into account factors such as
the payment history and other relevant information;

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

e involving our engaged valuation specialist to assist us
to evaluate the methodologies and assumptions used

in the ECL calculation; and

e assessing the adequacy of the relevant disclosures in
the consolidated financial statements.
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all the information in
the 2024 annual report of the Company, 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 about the nature of the
Arrangements and to obtain satisfactory explanations about the
business rationale and commercial substance of the Arrangements.
Accordingly, we are unable to conclude whether or not the other
information is materially misstated with respect to these matters.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors of the Company assisted by the Audit Committee are
responsible for overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report our
opinion solely to you, as a body, in accordance with our agreed
terms of engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

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

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

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

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

e evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in
the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

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

obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely
responsible for our audit opinion.

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

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.
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INDEPENDENT AUDITOR’S REPORT
o RR A G

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

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

Grant Thornton Hong Kong Limited
Certified Public Accountants

11th Floor, Lee Garden Two

28 Yun Ping Road

Causeway Bay

Hong Kong SAR

11 July 2024

Lau Kwong Kei
Practising Certificate No.: P07578
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FeREkEMEENER

For the year ended 31 March 2024 B2 = F —9F = =+—HIFFE

Revenue U 5 618,193 338,318
Cost of sales SHE A (583,434) (326,408)
Gross profit EF 34,759 11,910
Other income and gains E A A R as 6 1,338 6,337
Administrative expenses THAX (11,425) (11,074)
Fair value gain on a financial asset at BATEFABRNEREE
fair value through profit or loss 2 AHEWE 31 128 128
Expected credit losses (“ECL") on ABHEETRIEERE
contract assets ([FEEEEE]) 17 (1,027) (7,428)
(ECL)/reversal of ECL on trade B REWFIATEEEEE
receivables (HR) /#E 18 (1,466) 641
Finance costs BE KA 7 (1,144) (667)
Profit/(loss) before income tax BT BB ADER, (BE) 9 21,163 (153)
Income tax (expense)/credit FTisBifs (%) 8 (3,903) 1,154
Profit and total comprehensive ARREEABEFRRTIR
income for the year attributable 2HEIKEAEE
to owners of the Company 17,260 1,001
HK cents HK cents
g 21T il

Earnings per share attributable AATEEAEGEREF
to owners of the Company
— Basic and diluted —EARREE 11 1.73 0.10

The notes on pages 87 to 167 are an integral part of these F87E167 BRI A F4RA P HRER MK
consolidated financial statements. Hh5y ©
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

FE IR R

As at 31 March 2024 R —FE—jFE=H=+—H

2024
—E-MmEF

HK$'000

2023

ASSETS AND LIABILITIES EEREE
Non-current assets ERBEE
Property, plant and equipment W - B KkEE 14 40,712 56,049
Right-of-use assets EREEE 15 1,407 690
Prepayments and deposits ENFIERES 19 5,153 232
Financial asset at fair value through BATEFABENSRIEE

profit or loss 16 4,753 4,625
Total non-current assets FRBEELE 52,025 61,596
Current assets REEE
Contract assets BHEE 17 239,869 199,610
Trade receivables =) e 18 63,871 4,131
Prepayments and deposits ENFERES 19 259 19
Current tax assets BIEAFIE & - 1,997
Cash and cash equivalents BeMReEEY 20 25,148 25,361
Total current assets REEEAE 329,147 231,118
Current liabilities REAE
Trade and retention payables B ZRENFIERENTIZ

IREE 21 63,732 27,772

Accruals and other payables FEEH & A R E fth FE A~ 508 22 9,348 5,958
Bond (EE: 23 11,928 =
Secured bank loans BHIIRRITERK 24 16,277 511
Lease liabilities HEEE 15 421 605
Tax payable FERTIE 5,255 =
Total current liabilities REEEHEE 106,961 34,846
Net current assets REBEEFRE 222,186 196,272
Total assets less current liabilities HEERARBAERE 274,211 257,868

KWONG LUEN ENGINEERING HOLDINGS LIMITED e 2023/24 ANNUAL REPORT



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e KRR

As at 31 March 2024 R —Z —J9F = H=+—H

2024 2023
—EmF —E-=F
Notes HK$'000 HK$'000
BaE FHT T
Non-current liabilities FFRBaE
Accruals and other payables FEAH B A I ELfth FE A~ 5008 22 263 263
Secured bank loans BEIPRITERK 24 1,471 1,966
Lease liabilities HEAE 15 974 44
Deferred tax liabilities FERIBEE 25 5,122 6,474
Total non-current liabilities kRBAEREE 7,830 8,747
Net assets FEE 266,381 249,121
Equity s
Equity attributable to owners of the KLFIHEBASEN
Company
Share capital & 26 10,000 10,000
Reserves s 27 256,381 239,121
Total equity RSB 266,381 249,121

Lin Rida
MBE

Chairman and Executive Director

FIERPTEE

The notes on pages 87 to 167 are an integral part of these

consolidated financial statements.
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Yip Kwong Cheung
BEEH

Executive Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
pey e B

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

Share Share Retained Total
capital premium* earnings* equity
@S BoRE* RERF*  ERER
HK$'000 HK$'000 HK$'000 HK$'000

T FAT FAT FHIT
(Note 26) (Note 27)
(BizE26) (PBzE27)

Balance at 1 April 2022 RZZTEZ_FMHA—HZ
raER 10,000 102,645 135,475 248,120

Profit and total comprehensive  F REF & 2 HE IRz £ 58
income for the year - - 1,001 1,001

Balance at 31 March 2023 and M-Z-_=%=A=+—H

1 April 2023 EZZE-_=FWA—-HBZ
23 10,000 102,645 136,476 249,121
Profit and total comprehensive 4 Rj#F & 2 E RS 4258
income for the year - - 17,260 17,260

Balance at 31 March 2024 R-E-_NE=H=+—H
k- 10,000 102,645 153,736 266,381

*  These reserves accounts comprise the consolidated reserves of  *  ZERFERE BELAPTEIRRKRARNLEE HE
HK$256,381,000 (2023: HK$239,121,000) in the consolidated 256,381,000 7T (=T = =4 : 239,121,000
statement of financial position. JT) °

The notes on pages 87 to 167 are an integral part of these $87E167 BRI L AL F4RA P HRE MK
consolidated financial statements. Hh5y ©

84 KWONG LUEN ENGINEERING HOLDINGS LIMITED e 2023/24 ANNUAL REPORT



CONSOLIDATED STATEMENT OF CASH FLOWS
FRRERER

For the year ended 31 March 2024 B2 = F —9F = =+—HIFFE

2023
—E=F

Notes HK$'000

Cash flows from operating activities RZEZEFBRERE

Profit/(loss) before income tax BETISRLATER, (E18) 21,163 (153)
Adjustments for: LA NS IEEH HEE -
Finance costs A& RN 7 1,144 667
Gain on disposal of property, plantand HEWE - BE K&E
equipment, net W5 F 58 9 (1,293) (113)
Depreciation of property, plant and M - BB RERETE
equipment 14 13,963 13,661
Depreciation of right-of-use assets FREEENE 15 634 670
Fair value gain on a financial asset at BRATHEG ABEN SR
fair value through profit or loss BEMNAFEKZ 31 (128) (128)
ECL on contract assets AHEEEBEEEIR 17 1,027 7,428
ECL/(reversal of ECL) on trade B RWGIATEHEE
receivables &8 (EEEEER
B[el) 18 1,466 (641)

Operating cash flows before working LEECEYRINL LIRS

capital changes mE 37,976 21,391
Increase in contract assets ABHIEEEN (41,286) (35,100)
(Increase)/decrease in trade receivables & 5 FEURIA (3 h0) Fi A (61,206) 18,767
(Increase)/decrease in prepayments and  F&{FRIE K4 (38 0),F

deposits (5,161) 44
Increase in trade and retention payables & 5 F& <t EIE & Bt TI2{R

BEEM 35,960 5,245
Increase/(decrease) in accruals and other [fE=TE FA & Efib i - 018

payables #hn,/ Cd) 3,390 (2,360)
Cash (used in)/generated from &E(FTA), B8R E

operations (30,327) 7,987
Interest paid B FIE (1,128) (637)
Interest element of lease payments HE KT BED (11) (30)
Hong Kong profits tax paid EHEENEH - (1,997)
Hong Kong profits tax refunded BREFBFEH 1,997 4,675
Net cash (used in)/generated from RS (ATA), TR

operating activities FEE (29,469) 9,998

2023/24 EEHE o EBHIEERSERAT
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CONSOLIDATED STATEMENT OF CASH FLOWS

FERERER

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

Cash flows from investing activities
Purchase of property, plant and

2024
—E-MmEF

Notes HK$'000
BosE F#ET

REFDHERERE
BEWE  BELERE

2023

HK$'000
TAT

equipment (8,483) (11,743)
Proceeds from disposal of property, LEME - BB REHEE

plant and equipment KIB 11,150 5,050
Net cash generated from/(used in) BEEEAE,(FTR)BRE

investing activities FEE 2,667 (6,693)
Cash flows from financing activities RBEEEFEHRERE
Principal portion of lease payments HENZEE IS (605) (561)
Proceeds from bank loans IRITE RS 5IE 65,147 30,736
Proceeds from bond issuance BEHEITAS A 11,923 =
Repayment of bank loans EEBIRITER (49,876) (50,765)
Net cash generated from/(used in) MEZBAE (AR

financing activities FEE 26,589 (20,590)
Net decrease in cash and cash REeRASEBYRLDFHE

equivalents (213) (17,285)
Cash and cash equivalents at beginning F¥3E & MIBEEEY

of year 25,361 42,646
Cash and cash equivalents at FRASRESEZEY

end of year 20 25,148 25,361

The notes on pages 87 to 167 are an integral part of these F87E167 BRIt A F4RA MK HRER MK
consolidated financial statements. Hh5y ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
o=yl i%#lﬁ%ﬂﬁ?

For the year ended 31 March 2024 &% —F —1# = H =+—HIFF/Z

GENERAL INFORMATION

Kwong Luen Engineering Holdings Limited (the “Company”)
was incorporated in the Cayman Islands with limited liability
under the Companies Law of the Cayman Islands. The
registered address of the Company is 71 Fort Street, PO Box
500, George Town, Grand Cayman, KY1-1106, Cayman Islands.
The principal place of business of the Company is located at
Unit 2909-2910, 29/F, The Octagon, 6 Sha Tsui Road, Tsuen
Wan, New Territories, Hong Kong.

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

Kwong Luen Prosperity Limited (“Kwong Luen Prosperity”),
a company incorporated in the British Virgin Islands (the “BVI"),
was the immediate holding company of the Company and
ceased to be the Company’s shareholder on 29 December
2023.

The consolidated financial statements are presented in Hong
Kong dollars (“HKD") and all values are rounded to the nearest
thousand (“HK$’000"), unless otherwise stated.

The consolidated financial statements for the year ended 31
March 2024 were approved for issue by the board of directors
on 11 July 2024.

—RER

BEEt TRRERAR AR ([ARARE ) RIEFH
SERERANEAEREREEMK I BER
NAE] o AA R MM HEA71 Fort Street,
PO Box 500, George Town, Grand Cayman,
KY1-1106, Cayman Islands ° KA A EE &
BN BB A L EDHBOREER
BRAPLN29182909-2910F ©

ARBIRBEEBRRAF - RAFE - AR
AREMBAR(AEIAKE]) TEEE
BREERERERY - RAFE - A5EE
MEBRBWEEANE

EMEEEGRAR(EBER]) SERE
REES((RBELHES ) EMRINA
Al RARRMEEZERARIRN-F
“=EFT+ZAZTNBTERARFRRE -

BREBFHBEN  REMBHRRIAET
(TBT)27  MEBEEHNREREN
BT FH&T]) -

BE_Z_NF=A=+—HILFENK
EMBHRRENR T _MFELAT—HE
BT -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

1. GENERAL INFORMATION (continued) 1.
Interests in subsidiaries

Particulars of the Company’s subsidiaries at 31 March 2024
and 2023 are as follows:

—RER @

R B A TS
R-E-_NWNFER T -_=ZF=ZA=+—
B AARKMBEARFBOT :

Percentage of
equity attributable
to the Company
AT

3Ly =R
2024 2023  Principal activities

Place of
incorporation/ Issued
registration ordinary/
and business registered
ML, Type of share capital
Company name TR legal entity ERTER/
AR XM EARRER AR A
Directly held
EERA
Kwong Luen Success The BVI Limited liability United States
Limited company Dollar
("US$") 1
ERERERAR EBRuEE  ARRA (ESA(E 1))
Kwong Luen Information ~ The BV Limited liability US$1
Technology Holdings company
Limited (Note a)
Kwong Luen Information ~ EBEZHE  BRAA (E
Technology Holdings
Limited (fffz+a)
Indirectly held
BERE
Kwong Luen Engineering  Hong Kong Limited liability HK$2
Limited company
BHIRERAR 90 BRAR 28T
Kwong Luen Information ~ Hong Kong Limited liability HK$1
Technology Limited company
(Note b)
EMBENRERRR  BE BRAFE 1T
(Ftztb)

—E-NE -—T-=F IEEK

100 100 Investment holding

100 100 ®EEK

100 - Investment holding

100 - REER

100 100 Provision of
construction
services in Hong
Kong

100 100 REBRHRE
R

100 - Investment holding

100 - REBER

KWONG LUEN ENGINEERING HOLDINGS LIMITED e 2023/24 ANNUAL REPORT



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

1. GENERAL INFORMATION (continued) 1. —RER @
Interests in subsidiaries (continued) R A B R ()

Place of Percentage of
incorporation/ Issued equity attributable
registration ordinary/ to the Company
and business registered NG
HEmRL/ Type of share capital ElEERAED L

Company name TR legal entity BRITER/ 2024 2023  Principal activities

RS EXiH EARRER ZfiRA  =T-OF —To=F FEEK

EFIEHAIZLBR  ThePeople's  Limited liability Renminbi 100 - Inactive
/AF] Xiamen Guanglian  Republic Company, ("RMB")

Dream Culture Co., Ltd.*  of China (the  registered as wholly 1,000,000
(“Xiamen Guanglian”) "PRC") foreign owned

(formerly known as enterprises under

EPIEMRE XL PRC Law

ARAF Xiamen

Guanglian Dongbao

Culture Co., Ltd.")

(Note ¢)

EFBMAIZELERE HEARLNE BRAF - RiEHE ARE 100 - EBEEX
Al ([ IR ) (178 (T E]) EeafmanEs (AR¥D)

EFIEBMRELER A% 1,000,000
7)) (Kfzke)

Y| R B B R The PRC Limited liability RMB3,000,000 100 —  Provision of agency
AR/AF Shenzhen company, services of
Guanglianxing Trading registered as wholly construction
Technology Co., Ltd.* foreign owned project
("Shenzhen enterprises under
Guanglianxing”) PRC Law
(Note d)

A EHERERRAER  E BRAR - Bz AR® 100 - R#EEEARE
RAEl(DRYIFEH R ) EEAMAINSE  3,000,0007T R
GED) Bicg

# English name for identification purpose only.
Notes: Ff5E

(@ Kwong Luen Information Technology Holdings Limited was
incorporated in the BVI on 6 April 2023.

(b)  Kwong Luen Information Technology Limited was incorporated in

Hong Kong on 2 May 2023.

(c)  Xiamen Guanglian was incorporated in the PRC on 31 October

2023.

(d) Shenzhen Guanglianxing was incorporated in the PRC on 17

October 2023.

2023/24 EEHE o

Kwong Luen Information Technology
Holdings Limited R =Z = =F M A/~HE

SRR R B AR AL

BEEENEAERARNNR_-_ZE_=FAA

ZHEEBFEMAL -

EFEMR_Z_=F+A=+—HEH

BAREM AL ©

FYEMER — T -_=F+ A+t AEF
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EBHIBEZRERAT

89



90

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2024 #2 —F —YF = H=+—HIF/ZF

These annual consolidated financial statements have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") which collective term
includes all applicable individual HKFRSs, Hong Kong
Accounting Standards and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants
("HKICPA") and the accounting principles generally
accepted in Hong Kong.

The consolidated financial statements also comply with
the applicable disclosure requirements of the Hong
Kong Companies Ordinance and include the applicable
disclosure requirements of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”).

The material accounting policies that have been used
in the preparation of these consolidated financial
statements are summarised below. These policies have
been consistently applied to all the years presented unless
otherwise stated. The adoption of new or amended
HKFRSs and the impacts on the Group’s financial
statements, if any, are disclosed in note 3.

The consolidated financial statements have been prepared
on the historical cost basis except for a financial asset at
fair value through profit or loss which has been measured
at fair value. The measurement bases are fully described in
the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the consolidated
financial statements. Although these estimates are based
on management’s best knowledge and judgement of
current events and actions, actual results may ultimately
differ from those estimates. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
consolidated financial statements are disclosed in note 4.

2. SUMMARY OF MATERIAL ACCOUNTING 2. EAES:THEHME
POLICIES
2.1 Basis of preparation

2.1 REEE

ZEFEEAMBHRRERERTEY
BHREE([EBMBREER ]
EREBEMAS([HEEEHMD
g D\MmEMAERERE BTG
WEER - FAFER KRB
) REBLREFRANRR -

REVBERERTNEEE RGN
BERRERE  YEREBHARS
BERARAES EMRA(N EHR
B DEvERBERE

RREANEAMBEHRREEANER
SRR T XA - ZFBRNFT
2IMEMEEERER - ERERX
BRERRIN o RAFNA] R IERT B EY
BHREENRH AR EMHERROF
(8 ) INMEE3RE -

AR B TIE L RAERE
W A T AR S BB E R A
TEE BRI < SHEEARTXNEG
SRR -

BETE  BRG A SRR AR

BiHE T RRR - BEREEH D
BEREHRAF R RESD
BRI - EERERRRT
EARIREE G S REEHER
BRI RS - KRR R
AR BRRT S BEAL I EH
SEATR R -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

2. SUMMARY OF MATERIAL ACCOUNTING 2. EASHEEHEm@m)
POL|C|ES (continued)

2.2 Basis of consolidation 2.2 IREANREE

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 March each year.

Subsidiaries are entities controlled by the Group. The
Group controls an entity when the Group is exposed,
or has rights, to variable returns from its involvement

AN REBIEARTREKE L
ARENBESE=A=+— ALt
B S HE -

fiE AR A ANSEATES  BEE - fiH
AEEA2E-FERZEBHMA K
BReERR2RE®% - BAkNEAY

with the entity and has the ability to affect those returns ERTEEIMTEADR - AlHZ
through its power over the entity. When assessing BERAEBZEHE RAHAEERS
whether the Group has power over the entity, only HZEREGERER  EZR(AX
substantive rights relating to the entity (held by the Group SEREMG R ) EZEEER
and others) are considered. BEEN -

The Group includes the income and expenses of a
subsidiary in the consolidated financial statements from
the date it gains control until the date when the Group
ceases to control the subsidiary.

Intra-group transactions, balances and unrealised gains
and losses on transactions between group companies
are eliminated in preparing the consolidated financial
statements. Where unrealised losses on sales of intra-
group asset are reversed on consolidation, the underlying
asset is also tested for impairment from the Group's
perspective. Amounts reported in the financial statements
of subsidiaries have been adjusted where necessary to
ensure consistency with the accounting policies adopted
by the Group.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment loss
unless the subsidiary is held for sale or included in a
disposal group.

The results of subsidiaries are accounted for by the
Company on the basis of dividends received and
receivable at the end of the reporting period. All dividends
whether received out of the investee's pre- or post-
acquisition profits are recognised in the Company’s profit
or loss.

BASEESEHEZAEEZETH
ZHIB AR Z B IE - REBZH
B R B2 WA KRR AR A TSR
%o

SERRZANEEARRRRS
RHBREARER X5 WEREREN
w2l B R 5 R by T LA EE o fi
EREARFREEZ REREER
RARBRREE - HRAEETSEAR
SEAZETREN - BT
BHREAZEBBEELERE T8
B BREAKERAZSFTHRR—
B o

RARBZHBERRAKT - HEA T
BB EEFRER RS - FRIE
ZHB AR BFHEFEXRRNLE
SEA -

MIEB AR FAMARRIRRE R
ZBEWERKBEAR - FRERE (&
i A A B 5 W A S MR 1R Ot
MR BB BHEARR R B R -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Rt B #R R P RE

For the year ended 31 March 2024 &% —F —p1# = =+—HIFF/Z

n\ﬂ-\

2. SUMMARY OF MATERIAL ACCOUNTING 2. EAEHEEHEw@m)

POLICIES (continued)
2.3 Foreign currency translation

The consolidated financial statements are presented in
Hong Kong Dollars, which is also the functional currency
of the Company.

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into
the functional currency of the individual entity using the
exchange rates prevailing at the dates of the transactions.
At the end of the reporting period, monetary assets and
liabilities denominated in foreign currencies are translated
at the foreign exchange rates ruling at that date. Foreign
exchange gains and losses resulting from the settlement
of such transactions and from the end of the reporting
period retranslation of monetary assets and liabilities are
recognised in profit or loss.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into Hong
Kong dollars. Assets and liabilities have been translated
into Hong Kong dollars at the closing rates at the end of
the reporting period. Income and expenses have been
converted into the Hong Kong dollars at the exchange
rates ruling at the transaction dates, or at the average
rates over the reporting period provided that the exchange
rates do not fluctuate significantly. Any differences
arising from this procedure have been recognised in other
comprehensive income and accumulated separately in the
translation reserve in equity.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated (i.e.
only translated using the exchange rates at the transaction
date).

2.3 SNERE

REMBHRERABITZS - BLLA
ARBIZYEEH -

R BB ZBIYMBERERA - SN
RPBRZE R ZBRERRE S E
FIERNINGEER - R|BEHK - H
BEHENEREERBEHRZAEN
SMNEEXRBE - HEEZFERHMEA
BERRBREEKEERBGBHREL
ZIE H ek ) B 1R - AR RERR

N

REREMBEREK - MERENLEE
EREBUINEE 25| 2 BN FHE
/E':'Jﬁﬁki&% HEHRERET - BE
HEFEYUARERRWMERBRE
RBTT c WARFX AR 5 A EX
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

2. SUMMARY OF MATERIAL ACCOUNTING 2. EASHEEHEm@m)
POL'C'ES (continued)

2.4 Property, plant and equipment 2.4 ¥ - KEREE

Property, plant and equipment are initially recognised at
acquisition cost (including any cost directly attributable
to bringing the assets to the location and condition
necessary for them to be capable of operating in the
manner intended by the Group’s management, including
costs of testing whether the related assets are functioning
properly). They are subsequently stated at cost less
accumulated depreciation and accumulated impairment
losses, if any.

Depreciation is recognised so as to write off the cost of
assets less their residual values over their estimated useful
lives, using the straight-line method, at the following rates
per annum:

W% - BERRETRBAKK (B
ERGBRNEEEZEIHENULRE
BEREEAN S NERARNLE
RAGHEREMRKA - BIEARERE
ERBHEEFNKA)NTHER - &
1& R R AR R 51 T & I RET R EE
B(AE)IIK -

FENERENE G AIERFHA
BT RRER - AMHE ER AR
HRIREE

Leasehold Shorter of estimated useful lives HEMEEE BENMGBAUEA
improvements and remaining lease terms of F B K R sRAE HA
the assets (ARG EBZE)
Plant and machinery ~ 15% B = T2 Mk 15%
Office equipment 20% NS 20%
Motor vehicles 25% HE 25%

Estimates of residual value and useful life are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

Gain or loss arising on retirement or disposal is determined
as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or
loss.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
costs, such as repairs and maintenance, are charged to
profit or loss during the financial period in which they are
incurred.

AETRSREERERFHNSREH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 % —F —

—mE=A=1—HIFE

2. SUMMARY OF MATERIAL ACCOUNTING 2. EAEHEEHEw@m)

POLICIES (continued)
2.5 Financial instruments

25 @I A

Recognition and derecognition

Financial assets and financial liabilities are recognised
when the Group becomes a party to the contractual
provisions of the financial instrument.

Financial assets are derecognised when the contractual
rights to the cash flows from the financial asset expire,
or when the financial asset and substantially all of its
risks and rewards are transferred. A financial liability
is derecognised when it is extinguished, discharged,
cancelled or expires.

Financial assets

Classification and initial measurement of
financial assets

Except for those trade receivables that do not contain a
significant financing component and are measured at the
transaction price in accordance with HKFRS 15 “Revenue
from Contracts with Customers”, all financial assets
are initially measured at fair value, in case of a financial
asset not at fair value through profit or loss (“FVTPL"),
plus transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of
financial assets carried at FVTPL are expensed in profit or
loss.

Financial assets, other than those designated and effective
as hedging instruments, are classified into amortised cost
and FVTPL.

The classification is determined by both:

—  the entity’s business model for managing the
financial asset; and

—  the contractual cash flow characteristics of the
financial asset.

All income and expenses relating to financial assets that
are recognised in profit or loss are presented within
finance costs or other financial items, except for ECL on
trade receivables and contract assets which are presented
as separate items in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

2. SUMMARY OF MATERIAL ACCOUNTING 2. EASHEEHEm@m)
POL'C'ES (continued)

2.5 Financial instruments (continued) 25 €T Am

Financial assets (continued) THEE &)
Subsequent measurement of financial assets EEHEENEETE
Debt investments BRRE

Financial assets at amortised cost BT EN S HEE

Financial assets are measured at amortised cost if the assets
meet the following conditions (and are not designated as
FVTPL):

—  they are held within a business model whose
objective is to hold the financial assets and collect its
contractual cash flows; and

—  the contractual terms of the financial assets give rise
to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

After initial recognition, these are measured at amortised
cost using the effective interest method. Interest income
from these financial assets is included in other income and
gains in profit or loss. Discounting is omitted where the
effect of discounting is immaterial. The Group’s cash and
cash equivalents, trade receivables and deposits fall into
this category of financial instruments.

Financial assets at FVTPL

Financial assets that are held within a different business
model other than “hold to collect” or “hold to collect
and sell” are categorised at FVTPL. Further, irrespective of
business model, financial assets whose contractual cash
flows are not solely payments of principal and interest are
accounted for at FVTPL.

e EENSIA TR (LB RIEE
RN EFAER)  AIREFEER
B SHACARTE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Rt B #R R P RE

For the year ended 31 March 2024 &% —F —p1# = =+—HIFF/Z

n\ﬂ-\

2. SUMMARY OF MATERIAL ACCOUNTING

POLICIES (continued)
2.5 Financial instruments (continued)

Financial liabilities

Classification and measurement of financial
liabilities

The Group's financial liabilities include trade and retention
payables, accruals and other payables, secured bank loans
and leases liabilities.

Financial liabilities (other than lease liabilities) are initially
measured at fair value, and, where applicable, adjusted
for transaction costs unless the Group designated a
financial liability at FVTPL.

Subsequently, financial liabilities (other than lease liabilities)
are measured at amortised cost using the effective interest
method.

All interest-related charges reported in profit or loss are
included in finance costs.

Accounting policies of lease liabilities are set out in note
2.9.

Trade and retention payables, accruals, bond and
other payables

They are recognised initially at their fair value and
subsequently measured at amortised cost, using the
effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least twelve months after the end of the
reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 &% —ZF —p1# = =+—HIF/Z

2. SUMMARY OF MATERIAL ACCOUNTING 2. EXS:HEHBREw@m
POLICIES (continued)
2.6 Impairment of financial assets and contract

26 TREERSNEERE

assets

HKFRS 9's impairment requirements use forward-
looking information to recognise ECL — the “ECL model”.
Instruments within the scope included loans and other
debt-type financial assets measured at amortised cost
and trade receivables and contract assets recognised and
measured under HKFRS 15.

The Group considers a broader range of information when
assessing credit risk and measuring ECL, including past
events, current conditions, reasonable and supportable
forecasts that affect the expected collectability of the
future cash flows of the instrument.

In applying this forward-looking approach, a distinction is
made between:

— financial instruments that have not deteriorated
significantly in credit quality since initial recognition
or that have low credit risk (“Stage 1”); and

— financial instruments that have deteriorated
significantly in credit quality since initial recognition
and whose credit risk is not low (“Stage 2").

“Stage 3" would cover financial assets that have objective
evidence of impairment at the end of the reporting
period.

“12-month ECL" are recognised for the Stage 1 category
while “lifetime ECL" are recognised for the Stage 2
category.

Measurement of the ECL is determined by a probability-
weighted estimate of credit losses over the expected life
of the financial instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 % —F —

—mE=A=1—HIFE

2. SUMMARY OF MATERIAL ACCOUNTING 2. EAEHEEHEw@m)

POLICIES (continued)

2.6 Impairment of financial assets and contract

26 TREERSNEERE@®

assets (continued)

Trade receivables and contract assets

For trade receivables and contract assets, the Group
applies a simplified approach in calculating ECL and
recognises a loss allowance based on lifetime ECL at the
end of each reporting period. These are the expected
shortfalls in contractual cash flows, considering the
potential for default at any point during the life of the
financial assets. In calculating the ECL, the Group has
assessed credit loss histories and external indicators,
adjusted for forward-looking factors specific to the
debtors and the economic environment.

To measure the ECL, trade receivables and contract
assets have been grouped based on shared credit risk
characteristics and the days past due. The contract assets
relate to unbilled work in progress and have substantially
the same risk characteristics as the trade receivables for
the same types of contracts. The Group has therefore
concluded that the ECL rates for trade receivables are a
reasonable approximation of the loss rates for the contract
assets.

Other financial assets measured at amortised
cost

The Group measures the loss allowance for prepayment
and deposits equal to 12-month ECL, unless when there
has been a significant increase in credit risk since initial
recognition, in which case the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should be
recognised is based on significant increase in the likelihood
of risk of default occurring since initial recognition.

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial assets at
the end of the reporting period with the risk of default
occurring on the financial assets at the date of initial
recognition. In making this assessment, the Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 &% —ZF —p1# = =+—HIF/Z

2. SUMMARY OF MATERIAL ACCOUNTING
POLICIES (continued)
2.6 Impairment of financial assets and contract

2. EREHHEME@

26 TREERSNEERE®

assets (continued)

Other financial assets measured at amortised
cost (continued)

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

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

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

—  existing or forecast adverse changes in regulatory,
business, financial, economic conditions, or
technological environment that are expected to

BBHEKLTTEZREMEHEE
()

FRlZ - EHEEER
MEs - FEBATER -

BELEER

— ERTASNFR(MAE)KAER
AR BRI E RAL

- FEERBRNINETSEREER
b - PlnEEMEARIEN - &
AR EREDERHER

- BEHeSHEKABTERES
EEAOXRBTRNEE X515 /M
% BN RAIREHRE

cause a significant decrease in the debtor's ability to SIBRIMTFIEE - &
meet its debt obligations; and
- an actual or expected significant deterioration in the — EBAKESEENERNTEERE

operating results of the debtor.

Irrespective of the outcome of the above assessment,

EZRt-

Tﬁﬁtﬁ;*ﬂﬁz ERAO] - ARER

the Group presumes that the credit risk has increased 7o BEAHNFEEER30K - BlfE
significantly since initial recognition when contractual EREbE B S HEARAREEEL N -

payments are more than 30 days past due, unless the

BRIEAEBESBARN X FZERE

Group has reasonable and supportable information that AEER kI AL o

demonstrates otherwise.

Despite the aforegoing, the Group assumes that the BE XAt - Tﬁff?r“lﬂﬁéii%ﬁ@
credit risk on a debt instrument has not increased BEMREEREEERR - BIARE
significantly since initial recognition if the debt instrument ERZEFILAZEER Q 125

is determined to have low credit risk at the end of each
reporting period. A debt instrument is determined to
have low credit risk if it has a low risk of default, the
borrower has strong capacity to meet its contractual cash
flow obligations in the near term and adverse changes in
economic and business conditions in the longer term may,
but will not necessarily, reduce the ability of the borrower
to fulfill its contractual cash flow obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2024 8% —F —JF = H=+—HIFEF

2. SUMMARY OF MATERIAL ACCOUNTING
POLICIES (continued)

2.6

Impairment of financial assets and contract
assets (continued)

Other financial assets measured at amortised
cost (continued)

For internal credit risk management, the Group considers
an event of default occurs when (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 collateral
held by the Group); or (ii) the financial asset is 90 days
past due.

Detailed analysis of the ECL assessment of trade
receivables, contract assets and other financial assets
measured at amortised cost are set out in note 31.5.

2. EREFTHEME@

2.6

EREERSHEERE®
ZEBEEATECHEM L HEE

(#&)

RABEERREEMNS @ AEER
A E () RBRZARY AL SN ED & TR FE B
MERKRABHEAT KA EHEEAR
SEEANBEEATBENK(TER
AEERENERY)  K()EREE
BA0H - AIHIRENEMF

BHRWFIR - BHNEERIREHEK
AFEBZHMERMEE CBIEERS
BHE DT RHIB R M EE31.5

2.7 Cash and cash equivalents 2.7 RERREEEY
Cash and cash equivalents include cash at bank and in RERBFFEMERERITEREF
hand, demand deposits with banks and short term highly ERe - RITEHERERERHA
liquid investments with original maturities of three months R=MEAKLAT - ATEER IR E A
or less that are readily convertible into known amounts FEReBEEEZHERRINEH
of cash and which are subject to an insignificant risk of REREMERE -
changes in value.

2.8 Contract assets and contract liabilities 28 EHEEREHNERE
A contract asset is recognised when the Group recognises EREEAREEGEREE DS
revenue before being unconditionally entitled to the AR TR (B AT HEaR M 2 I BE RS
consideration under the payment terms set out in HEE - BREERWT2.6TEBUR
the contract. Contract assets are assessed for ECL in EITRBEEEEN G - WERER
accordance with the policy set out in note 2.6 and are M AERERSEEN S HEEEIE
reclassified to trade receivables when the right to the WFkIg o
consideration has become unconditional.
A contract liability is recognised when the customer pays RAEEBREEN =R - N8B E
consideration before the Group recognises the related EEPXNRERER - WAKEA
revenue. A contract liability would also be recognised TR R AR R 7 7 6% (B T o AR A Mk 2 T
if the Group has an unconditional right to receive WHRE @ AlaNEETSERESR -
consideration before the Group recognises the related FERBERT @ EEENFIETSE
revenue. In such cases, a corresponding receivable would TR o
also be recognised.
For a single contract with the customer, either a net BRERFPHNE—GAME F FENE
contract asset or a net contract liability is presented. For ESFEHNBESURES - HEHE
multiple contracts, contract assets and contract liabilities WME @ THBGHNNEHNEERE
of unrelated contracts are not presented on a net basis. HBEETRFEEEZS -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

2. SUMMARY OF MATERIAL ACCOUNTING 2. EASHEEHEm@m)
POL'C'ES (continued)
2.9 Leases

29 HE

Definition of a lease and the Group as a
lessee

At inception of a contract, the Group considers whether
a contract is, or contains a lease. A lease is defined as ‘a
contract, or part of a contract, that conveys the right to
use an identified asset (the underlying asset) for a period
of time in exchange for consideration’. To apply this
definition, the Group assesses whether the contract meets
three key evaluations which are whether:

. the contract contains an identified asset, which is
either explicitly identified in the contract or implicitly
specified by being identified at the time the asset is
made available to the Group;

e the Group has the right to obtain substantially all of
the economic benefits from use of the identified asset
throughout the period of use, considering its rights
within the defined scope of the contract; and

e the Group has the right to direct the use of the
identified asset throughout the period of use. The
Group assess whether it has the right to direct ‘how
and for what purpose’ the asset is used throughout
the period of use.

For contracts that contains a lease component and one
or more additional lease or non-lease components, the
Group allocates the consideration in the contract to each
lease and non-lease component on the basis of their
relative stand-alone prices.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2024 #2 —F —YF = H=+—HIF/ZF

2. SUMMARY OF MATERIAL ACCOUNTING
POLICIES (continued)
2.9 Leases (continued)

Definition of a lease and the Group as a
lessee (continued)

Measurement and recognition of leases as a
lessee

At lease commencement date, the Group recognises a
right-of-use asset and a lease liability on the consolidated
statement of financial position. The right-of-use asset
is measured at cost, which is made up of the initial
measurement of the lease liability, any initial direct
costs incurred by the Group, an estimate of any costs to
dismantle and remove the underlying asset at the end of
the lease, and any lease payments made in advance of
the lease commencement date (net of any lease incentives
received).

The Group depreciates the right-of-use assets on a
straight-line basis from the lease commencement date
to the earlier of the end of the useful life of the right-of-
use asset or the end of the lease term unless the Group is
reasonably certain to obtain ownership at the end of the
lease term. The Group also assesses the right-of-use for
impairment when such indicator exists.

At the commencement date, the Group measures the
lease liability at the present value of the lease payments
unpaid at that date, discounted using the interest rate
implicit in the lease or, if that rate cannot be readily
determined, the Group’s incremental borrowing rate.

Lease payments included in the measurement of the
lease liability are made up of fixed payments (including
in-substance fixed payments) less any lease incentives
receivable, variable payments based on an index or rate,
and amounts expected to be payable under a residual
value guarantee. The lease payments also include the
exercise price of a purchase option reasonably certain to
be exercised by the Group and payment of penalties for
terminating a lease, if the lease term reflects the Group
exercising the option to terminate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

2. SUMMARY OF MATERIAL ACCOUNTING 2. EASHEEHEm@m)
POL'C'ES (continued)

2.9 Leases (continued) 2.9 FHE @)

Definition of a lease and the Group as a
lessee (continued)

Measurement and recognition of leases as a
lessee (continued)

Subsequent to initial measurement, the liability will be
reduced for lease payments made and increased for
interest cost on the lease liability. It is remeasured to
reflect any reassessment or lease modification, or if there
are changes in in-substance fixed payments. The variable
lease payments that do not depend on an index or a rate
are recognised as expense in the period on which the
event or condition that triggers the payment occurs.

The Group remeasures lease liabilities whenever:

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

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

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

When the lease is remeasured, the corresponding
adjustment is reflected in the right-of-use asset, or profit
and loss if the right-of-use asset is already reduced to
zero.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2024 #2 —F —YF = H=+—HIF/ZF

Definition of a lease and the Group as a
lessee (continued)

Measurement and recognition of leases as a
lessee (continued)

The Group has elected to account for short-term leases
and leases of low-value assets using the practical
expedients. Instead of recognising a right-of-use asset and
lease liability, the payments in relation to these leases are
recognised as an expense in profit or loss on a straight-
line basis over the lease term. Short-term leases are leases
with a lease term of 12 months or less. Low-value assets
comprise small items of office equipment.

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

2.10 Provisions and contingent liabilities

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
and it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate of the amount of the obligation can be made.
Where the time value of money is material, provisions are
stated at the present value of the expenditure expected to
settle the obligation.

All provisions are reviewed at the end of each reporting
period and adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future uncertain events not
wholly within the control of the Group, are also disclosed
as contingent liabilities unless the probability of outflow
of economic benefits is remote.

2. SUMMARY OF MATERIAL ACCOUNTING 2. EAEHEEHEw@m)
POL|C|ES (continued)

2.9 Leases (continued) 29 HE @)

HEZEZRAEBEBEBEA
(#)

EBREANGTERBEZHE (&)

AEBEDEBERATRENERE
RHHEREBEEEEEAKR -F
A% EHENNRRERRNRERE
RIBs PR AR - MIERERER
REENRHEARE CHHESEH
BREAKUTHEE - REEEE
BRENERAERBIAR °

ENREEERS HIREBM B H
HERAE IR AR RV T LD FER
B - RSP ERRIEHO R FEARE
WRBBIEENKEAAEREER
R -

210 BERIAREE

AR BB EF M ARERA X
ERMEEEE  METZEERAA
B REEN IR L - W aE Al S
ERETze®  AEIABHEE -
FEBZEREEDBEK - BIBE
RETZEERAMBERX ZRES
fE o

FIBRERN S mEPREL R LI
AR A R B B 2 S flRT o

i & G BB &R 2 AT BB
AN HARBEAEHMBEZEEZS
B ZEEeRBERIARAE B
BYEMBRERZ ATEMERE - &
EEE(ARTBERRGEE—FEE
RIETE R AN BIEFI A0 E M AEE
HetFa) MeWBEANARE K
FEEBEERN R 2 AT REEARE -

KWONG LUEN ENGINEERING HOLDINGS LIMITED e 2023/24 ANNUAL REPORT



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fRE R IR R ML

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

2. SUMMARY OF MATERIAL ACCOUNTING
POLICIES (continued)
2.11Share capital

Ordinary shares are classified as equity. Share capital
is recognised at the amount of consideration of shares
issued, after deducting any transaction costs associated
with the issuing of shares (net of any related income tax
benefit) to the extent they are incremental costs directly
attributable to the equity transaction.

2.12Revenue recognition

Revenue arises mainly from the contracts for the
construction services.

To determine whether to recognise revenue, the Group
follows a 5-step process:

1. Identifying the contract with a customer
2. ldentifying the performance obligations
3. Determining the transaction price

4.  Allocating the transaction price to the performance
obligations

5. Recognising revenue when/as performance
obligation(s) are satisfied

In all cases, the total transaction price for a contract is
allocated amongst the various performance obligations
based on their relative stand-alone selling prices. The
transaction price for a contract excludes any amounts
collected on behalf of third parties.

Revenue is recognised either at a point in time or over
time, when (or as) the Group satisfies performance
obligations by transferring the promised goods or services
to its customers.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 % —F —

—mE=A=1—HIFE

2. SUMMARY OF MATERIAL ACCOUNTING 2. EAEHEEHEw@m)

POLICIES (continued)

2.12 Revenue recognition (continued)

212 WEER uE

Where the contract contains a financing component
which provides a significant financing benefit to the
customer for more than 12 months, revenue is measured
at the present value of the amount receivable, discounted
using the discount rate that would be reflected in a
separate financing transaction with the customer, and
interest income is accrued separately under the effective
interest method. Where the contract contains a financing
component which provides a significant financing benefit
to the Group, revenue recognised under that contract
includes the interest expense accreted on the contract
liability under the effective interest method.

The Group takes advantage of the practical expedient
in paragraph 63 of HKFRS 15 and does not adjust the
consideration for any effects of a significant financing
component if the period of financing is 12 months or less.

Further details of the Group’s revenue and other income
recognition policies are as follows:

Construction contracts

Revenue from construction contracts are recognised over
time as the Group’s performance creates and enhances
an asset that the customer controls. The progress towards
complete satisfaction of a performance obligation is
measured based on input method, i.e. the costs incurred
up to date compared with the total budgeted costs, which
depict the Group's performance towards satisfying the
performance obligation.

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

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

2. SUMMARY OF MATERIAL ACCOUNTING 2. EASHEEHEm@m)
POL'C'ES (continued)

2.12Revenue recognition (continued) 212 AR @)

Construction contracts (continued)

When the outcome of the contract cannot be reasonably
measured, revenue is recognised only to the extent of
contract costs incurred that are expected to be recovered.

If at any time the costs to complete the contract are
estimated to exceed the remaining amount of the
consideration under the contract, a provision is recognised
in accordance with HKAS 37.

Retention receivables, prior to expiration of retention
period, are classified as contract assets. The relevant
amount of contract asset is reclassified to trade receivables
when the retention period expires.

Interest income

Interest income is recognised on a time proportion basis
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 asset. For credit-impaired financial assets,
the effective interest rate is applied to the amortised cost
(i.e. gross carrying amount net of ECL allowance) of the
asset.

2.13 Government grants

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with all
attached conditions. Government grants are deferred and
recognised in profit or loss over the period necessary to
match them with the costs that the grants are intended to
compensate.

Government grants relating to income is presented in
gross under “other income and gains” in the consolidated
statement of profit or loss and other comprehensive
income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2024 &% —F —p1# = =+—HIFF/Z

2. SUMMARY OF MATERIAL ACCOUNTING 2. EXSHBEREME @)
POLICIES (continued)
2.14Impairment of non-financial assets (other

LUFETRMEERE(TBESNE

108

than contract assets)

Property, plant and equipment, right-of-use assets and
the Company’s interests in subsidiaries are subject to
impairment testing. They are tested for impairment
whenever there are indications that the asset’s carrying
amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s carrying
amount exceeds its recoverable amount. Recoverable
amount is the higher of fair value, reflecting market
conditions less costs of disposal, and value in use. In
assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount
rate that reflects current market assessment of time value
of money and the risk specific to the asset.

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely independent
of those from other assets, the recoverable amount is
determined for the smallest group of assets that generate
cash inflows independently (i.e. a cash-generating
unit). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit
level. Corporate assets are allocated to individual cash-
generating units, when a reasonable and consistent basis
of allocation can be identified, or otherwise they are
allocated to the smallest group of cash-generating units
for which a reasonable and consistent allocation basis can
be identified.

The impairment loss is charged pro rata to the other assets
in the cash generating unit, except that the carrying value
of an asset will not be reduced below its individual fair
value less cost of disposal, or value in use, if determinable.

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss had
been recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fRE R IR R ML

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

2. SUMMARY OF MATERIAL ACCOUNTING 2. EASHEEHEm@m)

POLICIES (continued)
2.15 Employee benefits
Retirement benefits

Retirement benefits to employees are provided through
defined contribution plans. In addition, the employees
employed under the Hong Kong Employment Ordinance
are also entitled to long service payment (“LSP”) if the
eligibility criteria are met. The LSP are defined benefits
plans.

(a) Defined contribution plans
The Group operates a defined contribution
retirement benefit plan under the Mandatory
Provident Fund Schemes Ordinance, for all of its
employees who are eligible to participate in the
MPF Scheme. Contributions are made based on a
percentage of the employees’ basic salaries.

Contributions are recognised as an expense in profit
or loss as employees rendered services during the
year. The Group’s obligations under these plans are
limited to the fixed percentage contribution payable.

(b) Defined benefit plans
The amount of long service benefit that an employee
will receive on cessation of employment in certain
circumstances is defined by reference to the
employee’s length of service and corresponding
salary. The legal obligations for any benefits remains
with the Group.

The LSP obligations recognised in the consolidated
statement of financial position is the present value of
the LSP obligation at the end of the reporting period.

Management estimates the LSP obligations annually.
This is based on the discount rate, the salary
growth rate and the expected investment return on
offsetable MPF accrued benefits. Discount factors are
determined close to the end of each annual reporting
period by reference to high quality corporate bonds
that are denominated in the currency in which the
benefits will be paid and have terms to maturity
approximating the terms of the related defined
benefit liability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2024 &% —F —p1# = =+—HIFF/Z

2. SUMMARY OF MATERIAL ACCOUNTING

POLICIES (continued)
2.15 Employee benefits (continued)

Retirement benefits (continued)
(b) Defined benefit plans (continued)

Defined benefit costs are categorised as follows:

e service cost (including current and past service
cost, and gains and losses on curtailments and
settlements);

° net interest expense or income; and
. remeasurement.

Service cost on the Group’s defined benefit plan is
included in employee benefits expense. Employee
contributions, all of which are independent of the
number of years of service, are treated as a reduction
of service cost.

Net interest expense on the net defined benefit
liability is included in finance costs.

Gains and losses resulting from remeasurements
of the net defined benefit liability, comprising
actuarial gains and losses, are included in other
comprehensive income and are not reclassified to
profit or loss in subsequent periods.

2.16 Borrowing costs

Borrowing costs are expensed when incurred.

2.17 Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating
to the current or prior reporting period, that are unpaid
at the end of the reporting period. They are calculated
according to the tax rates and tax laws applicable to the
fiscal periods to which they relate, based on the taxable
profit for the year. All changes to current tax assets or
liabilities are recognised as a component of tax expense in
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 &% —ZF —p1# = =+—HIF/Z

2. SUMMARY OF MATERIAL ACCOUNTING 2. EAEHBEHMEm@m
POL|C|ES (continued)
2.17 Accounting for income taxes (continued)

217 FIS BN ETEE @)

Deferred tax is calculated using the liability method on
temporary differences at the end of the reporting period
between the carrying amounts of assets and liabilities in
the financial statements and their respective tax bases.
Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets are
recognised for all deductible temporary differences, tax
losses available to be carried forward as well as other
unused tax credits, to the extent that it is probable that
taxable profit, including existing taxable temporary
differences, will be available against which the deductible
temporary differences, unused tax losses and unused tax
credits can be utilised.

Deferred tax assets and liabilities are not recognised if the
temporary difference arises from initial recognition (other
than in a business combination) of assets and liabilities in
a transaction that affects neither taxable nor accounting
profit or loss and does not give rise to equal taxable and
deductible temporary differences.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control the
reversal of the temporary differences and it is probable
that the temporary differences will not reverse in the
foreseeable future.

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the liability is
settled or the asset realised, provided they are enacted or
substantively enacted at the end of the reporting period.

Changes in deferred tax assets or liabilities are recognised
in profit or loss, or in other comprehensive income or
directly in equity if they relate to items that are charged
or credited to other comprehensive income or directly in
equity.

When different tax rates apply to different levels of
taxable income, deferred tax assets and liabilities are
measured using the average tax rates that are expected to
apply to the taxable income of the periods in which the
temporary differences are expected to reverse.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B ISR RN L

For the year ended 31 March 2024 &% —F —p1# = =+—HIFF/Z

nﬂ-\

2. SUMMARY OF MATERIAL ACCOUNTING

POLICIES (continued)
2.17 Accounting for income taxes (continued)

The determination of the average tax rates requires an
estimation of (i) when the existing temporary differences
will reverse and (i) the amount of future taxable profit in
those years. The estimate of future taxable profit includes:

— income or loss excluding reversals of temporary
differences; and

—  reversals of existing temporary differences.

Current tax assets and current tax liabilities are presented
in net if, and only if,

(@) the Group has the legally enforceable right to set off
the recognised amounts; and

(b) intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if,

(@) the entity has a legally enforceable right to set off
current tax assets against current tax liabilities; and

(b) the deferred tax assets and the deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either:

(i)  the same taxable entity; or

(i) different taxable entities which intend either
to settle current tax liabilities and assets on a
net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period
in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered.

2.18 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the chief operating
decision maker for their decisions about resources
allocation to the Group’s business components and for
their review of the performance of those components.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2024 # %

2. SUMMARY OF MATERIAL ACCOUNTING
POLICIES (continued)
2.19Related parties

For the purposes of the consolidated financial statements,
a party is considered to be related to the Group if:

(a)

(b)

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

(i)

(ii)
(iii)

has control or joint control over of the Group;

has significant influence over the Group; or

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

the party is an entity and if any of the following
conditions applies:

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

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

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);

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

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

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

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

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

the entity, or any member of a group of
which it is a party, provides key management
personnel services to the Group or to the parent
of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2024 8% —F —JF = H=+—HIFEF

2. SUMMARY OF MATERIAL ACCOUNTING

3.

POLICIES (continued)
2.19Related parties (continued)

Close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the
entity.

ADOPTION OF NEW AND AMENDED
HKFRSs
3.1 New and amended HKFRSs that are

effective for annual periods beginning on
1 April 2023

In the current year, the Group has applied for the first
time the following new and amended HKFRSs issued by
the HKICPA, which are relevant to the Group’s operations
and effective for the Group’s consolidated financial
statements for the annual period beginning on 1 April
2023:

HKFRS 17 Insurance Contracts and related
amendments
Amendments to HKAS 1and  Disclosure of Accounting Policies
HKFRS Practice Statement 2

Amendments to HKAS 8 Definition of Accounting Estimates

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

International Tax Reform - Pillar
Two Model Rules

Amendments to HKAS 12

The adoption of the new and amended HKFRSs had no
material impact on how the results and financial position
of the Group for the current and prior periods have been
prepared and presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

3. ADOPTION OF NEW AND AMENDED 3. HAHIIRKEBITEBUMEHRE
HKFRSS (continued) 2%15\”(%)
3.2 Issued but not yet effective HKFRSs 32 EMEMEBERERNE BB

At the date of authorisation of these consolidated
financial statements, certain amended HKFRSs have been
published but are not yet effective, and have not been
adopted early by the Group.

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

Amendments to HKFRS 10
and HKAS 28

Amendments to HKFRS 16 Lease Liability in a Sale and
Leaseback’

Classification of Liabilities as
Current or Non-current and
related amendments to Hong
Kong Interpretation 5'

Non-current Liabilities with
Covenants'

Supplier Finance Arrangements'

Amendments to HKAS 1

Amendments to HKAS 1

Amendments to HKAS 7
and HKFRS 7

Amendments to HKAS 21 Lack of exchangeability?

! Effective for annual periods beginning on or after 1 January
2024

2 Effective for annual periods beginning on or after 1 January
2025

8 Effective date not yet determined

The directors anticipate that all of the pronouncements
will be adopted in the Group’s accounting policy for the
first period beginning on or after the effective date of the
pronouncement. These amended HKFRSs are not expected
to have a material impact on the Group’s consolidated
financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2024 &% —F —p1# = =+—HIFF/Z

3. ADOPTION OF NEW AND AMENDED 3. HAHITIRLZEBIEEBHMBRE
HKFRSS (continued) —r—nJ(F
3.3 New HKICPA guidance on the accounting 33 AE@aESHERERKESY

116

implication of the MPF-LSP offsetting
mechanism

In June 2022, the Hong Kong SAR Government (the
“Government”) gazetted the Hong Kong Employment
and Retirement Schemes Legislation (Offsetting
Arrangement) (Amendment) Ordinance 2022 (the
“Amendment Ordinance”), which will take effect on
1 May 2025 (the “Transition Date”). The Amendment
Ordinance abolishes the use of the accrued benefits
derived from employers’ mandatory MPF contributions
to offset LSP in respect of an employee’s service from the
Transition Date (the “Abolition”). In addition, the last
month’s salary immediately preceding the Transition Date
is used to calculate the portion of the LSP in respect of the
employment period before the Transition Date.

Prior to 1 January 2023, the Group applied practical
expedient in paragraph 93(b) of HKAS 19 (the “Practical
Expedient”) to account for the offsetable MPF benefits
as deemed employee contributions to reduce the current
service costs in the period in which the related services
were rendered.

In July 2023, the HKICPA published “Accounting
implications of the abolition of the MPF-LSP offsetting
mechanism in Hong Kong” (“the Guidance”) that
provides guidance for the accounting for the offsetting
mechanism and the impact arising from the abolition of
the MPF-LSP offsetting mechanism.

By following the Guidance, the Group has changed its
accounting policy in connection with its LSP obligations. As
a result of the Abolition, these contributions are no longer
considered “linked solely to the employee’s service in that
period” since the mandatory employer MPF contribution
after the Transition Date can still be used to offset the pre-
transition LSP obligation. Therefore, the Group ceased to
apply the Practical Expedient and reattribute the deemed
employee contributions to periods of service in the same
manner as the gross LSP benefit by applying paragraph
93(a) of HKAS 19. This change in accounting policy did
not have material impact on the opening balance of
equity at 1 April 2022.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fRE R IR R ML

For the year ended 31 March 2024 &% —ZF —p1# = =+—HIF/Z

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

4.1 Estimation uncertainty

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below:

Estimation of impairment of trade receivables
and contract assets within the scope of ECL
under HKFRS 9

The Group makes allowances on items subjects to ECL
(including trade receivables, contract assets and other
financial assets) based on assumptions about risk of default
and expected loss rates. The Group uses judgement in
making these assumptions and selecting the inputs to the
impairment calculation, based on the Group's past history,
existing market conditions as well as forward-looking
estimates at the end of each reporting period as set out in
note 2.6. As at 31 March 2024, the net carrying amounts
of trade receivables and contract assets amounted to
HK$63,871,000 (2023: HK$4,131,000) (net of ECL
allowance of HK$1,568,000 (2023: HK$102,000)) and
HK$239,869,000 (2023: HK$199,610,000) (net of ECL
allowance of HK$17,589,000 (2023: HK$16,562,000))
respectively.

When the actual future cash flows are different from
expected, such difference will impact the carrying amount
of trade receivables and other items within the scope of
ECL under HKFRS 9 and credit losses in the periods in
which such estimate has been changed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B ISR RN L

For the year ended 31 March 2024 8% —F —JF = H=+—HIFEF

nV-K

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)
4.1 Estimation uncertainty (continued)

Revenue recognition for construction
contracts

As explained in note 2.12, the Group recognises
construction revenue under construction contracts by
reference to the progress of satisfying the performance
obligation at the end of the reporting period. This is
measured using input method based on the costs incurred
up to the end of the reporting period and budgeted costs
which depict the Group’s performance towards satisfying
the performance obligation. Significant estimates and
judgements are required in determining the accuracy of
the budgets, the progress towards completion of the
services, scope of deliveries and services required, the
extent of the costs incurred and forecasts in relation to
costs to complete. In making the above estimation, the
Group conducts periodic review on the budgets and make
reference to past experience and work of contractors.

5. REVENUE AND SEGMENT INFORMATION

5.1 Segment information

The executive directors of the Company, being the chief
operating decision maker, have identified that the Group
has only one reportable operating segment, which the
Group engages in contract work as a subcontractor.
Accordingly, no segment information is presented.

Geographical information

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

(b) Non-current assets
No geographical information is presented as all of

the Group’s non-current assets were located in Hong
Kong as at 31 March 2024 and 31 March 2023.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

5. REVENUE AND SEGMENT INFORMATION 5. W#=KE 2 EHER @

(continued)

5.1 Segment information (continued) 5.1 2 ZpEF @)
Information about major customers EREEEFHER
Revenue from each major customer which accounted for RAEE  REGEAEES®RE K
10% or more of the Group’s revenue for each reporting =10% I A EMEETEZFPHNRES
period during the year is set out below: HEAR -
2024 2023
—BCNF —F=F
HK$'000 HK$'000
T FHET
Customer A BPA 464,519 184,632
Customer B EFB 124,834 92,316
The revenue from the above major customers was all FFEEPHREREEETRE
derived from the construction work.
5.2 Revenue 5.2 Wiz
The Group'’s principal activities are disclosed in note 1 to REBZ EZXEBHBRERETHR
the consolidated financial statements. eI
The Group’s revenue recognised during the year is as REERNFAERR KL T
follows:

2024 2023
—EMEF — ==

HK$°000 HK$'000
TR TAET

Revenue from contracts with EFEEHWE
customers
Provision of construction services 2R 618,193 338,318
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

5. REVENUE AND SEGMENT INFORMATION 5. W& K2 EER @

(continued)

5.2 Revenue (continued) 5.2 W)
Disaggregation of revenue from contracts with customers ARV BREERNEISREERNR S
within the scope of HKFRS 15 is as follows: ERWED T ¢

2024 2023
—EMEFE —ET=F

HK$'000 HK$'000
FTET TAET

Type of construction service FriR it SEAR RS RO I E

provided

Residential F= 123,765 149,825

Non-residential EE=E 494,428 188,493
Total wat 618,193 338,318
Type of customer EFER

From private sector REFLERR 153,674 153,429

From public sector REANERR 464,519 184,889
Total et 618,193 338,318

Timing of revenue recognition Uy 5 e 52 A RS

Services transferred over time BE S [R5 15 O R 75 618,193 338,318
The following table shows the amounts of revenue T RTINS SRR T AR
recognised in current reporting period that were included SHYENEERE L BFHRBETH
in the contract liabilities at the beginning of the reporting BAE TR ERN K=

period and recognised from performance obligations
satisfied in previous periods:

2024 2023
—E-lEF ZEZ=F
HK$'000 HK$'000
FExT FBT
Revenue recognised that was FFARSHYIENAED
included in contract liabilities at BRI -
the beginning of the reporting
period:
Construction services SRR - 3,022
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 %2 —F — /I = H=+—HIFFZE

5. REVENUE AND SEGMENT INFORMATION 5. W#=KE 2 EHER @

(continued)
5.2 Revenue (continued)

5.2 Wz @)

Performance obligations

The performance obligation is satisfied over time as
services are rendered and payment is generally due within
15 to 60 days (2023: within 15 to 60 days) from the date
of billing. A certain percentage of payment is retained
by customers until the end of the retention period as the
Group's entitlement to the final payment is conditional
on the satisfaction of the service quality by the customers
over a certain period as stipulated in the contracts.

The contract period varies from within 1 year to
approximately 3 years. The transaction price allocated to
the remaining unsatisfied or partially satisfied performance
obligations as at 31 March 2024 and 2023 are as follows:

BHEF

BHAREERREIRGERERERT -
NRBESERAZEAHEISZE60H R
=% 15260HMA)EIH - i
A7 S5 B JE B £ 4% 15 SR A0 R A B 14
BEEA TS ER — R AR
BEENREEME  HEFERE
—EL I FREEREB AR AL -

BHEANT —FE2H=FFTF - R
EToNER-_E-_=F=A=+—H
DEER T RERBITHI D ERITH
BHEENRSERLT -

2024 2023
“ENEF

HK$'000

Amounts expected to be recognised TBHARA A TR R AR ZHSEE ¢

as revenue:

Within one year —FA 85,046 296,341

More than one year HBiE—F 11,405 134,241
96,451 430,582

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

DRERTROBEECGERR —F&HE
RRWE) 2 X B EBR S REZER
R ERNEERRO=FRE
7 PEERTENREZAERM
R 5 EREBBE BN —FRERR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

6. OTHER INCOME AND GAINS 6. HMWARWE

2024
—EomEF

2023

HK$'000

Other income and gains HAn g A R Wzt
Government grants from Employment 2R B {Rpt Z5H EIH BT R B (FisEa)

Support Scheme (Note a) -
Government grants from Construction & B2 A5 KR ES

Innovation and Technology Fund ([BEZARES | BUTHED

("CITF") (Note b) (KftzEb) - 53
Gain on disposal of property, plantand &% - BE RK&ER K F5E

122

equipment, net 1,293 113
Interest Income FBUA 45 12
One-off miscellaneous works —RIEFETE T2 - 223
Others Hib - 25

1,338 6,337
Notes: B 5E

(a)

KWONG LUEN ENGINEERING HOLDINGS LIMITED

During the year ended 31 March 2023, the Group received
funding support amounting to HK$5,911,000 from the
Employment Support Scheme under the Anti-epidemic Fund,
set up by the Hong Kong Government. The purpose of the
funding is to provide financial support to enterprises to retain
their employees who would otherwise be made redundant.
Under the terms of the grant, the Group is required not to make
redundancies during the subsidy period and to spend all the
funding on paying wages to the employees.

During the year ended 31 March 2023, the Group received
funding support amounting to HK$53,000 from CITF, set up
by the Hong Kong Government. The purpose of the funding is
to support the enterprises and practitioners of the construction
industry to wider adoption of innovative constructive methods
and new technologies in the construction industry with a view
to promoting productivity, uplifting built quality, improving site
safety and enhancing environmental performance.

BHE-_Z_=F=A=+—HILtFEE &
SEEEBBUNRILNMRNEESET
RELZEFEEBENEBEEEA5,911,0007
TL e ZABMBEMT A ERENIEIE -
LMRBRAIEE S B RS « RIBH K
F o AEEREHHEARTEERE - B
FEETEARY N EEHS -

BE-_ZT_=#=FA=+—HItEE &K
SEEEBBNRLNEEXARESE
BH AL A53,0008 7T - Z&EBE
MASYREEENCERNEABNEE
¥R EREZHEARIFNEET AR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR R EE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

FINANCE COSTS

Interest charges on bank loans and

7. BAERAKR

2024
—ENmF

2023
—ed— =%F
HK$'000
FET

HK$"000
TR

RITERIES B

overdrafts 1,128 637
Finance charges on lease liabilities HEBEVBIH 11 30
Finance charges on bond EFM B 5 =

1,144 667

INCOME TAX EXPENSE/(CREDIT)

BIfA IR - &8

Current tax — Hong Kong

8. FiE%im< (E%)

2024
—E-mE

2023
—E=F
HK$'000
FET

HK$°000
TR

Current year REE 5,255 =
Over provision in respect of prior years — iB{EFEBEERE - (505)
Deferred tax (note 25) RIERIE (FH7E25) (1,352) (649)
Total income tax expense/(credit) FIERiEX (BB 3,903 (1,154)

For the year ended 31 March 2024, the provision for Hong
Kong Profits Tax is calculated at 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 rates regime. Under the two-tiered profits tax rates
regime, the first HK$2,000,000 of profits of qualifying entities
are taxed at 8.25%, and the profits above HK$2,000,000 are
taxed at 16.5%. For the year ended 31 March 2023, Hong
Kong Profits Tax has not been provided as the Group has
incurred losses for taxation purpose.

BHE_Z_NF=RA=+—BIEFE K
AEE-FHNBARBNSHAESNE
BREEIN  BENSHBEIZFEAME

WEH - A E R E R E 2,000,000 7T F
1£8.25% M R EF + 2,000,000/ 7T A _E
R)s FIAIZ 16 5% MBI REF - HEZF
TZFEZAZTHIFE  AaRAEE
RHEENMEELETEE AW E:T
IREB BT SHBE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

8. INCOME TAX EXPENSE/(CREDIT) (continued) 8. FTBFiX (ER)w®

Reconciliation between income tax expense/(credit) and RERHEFENMEHRAY (Ee)H
accounting profit/(loss) at applicable tax rate is as follows: giHaF, (BB EHERNAT :
2024 2023
g it 2 ZE=F
HK$'000 HK$'000
FET FET
Profit/(loss) before income tax BETS R ALE R, (E518) 21,163 (153)
Tax at statutory tax rate at 16.5% BEEMEI65%(ZE_=F :

(2023: 16.5%) 16.5% )T H 2 Hi1A 3,492 (25)
Tax effect of non-taxable revenue BERTIN G 2 MBE (42) (1,007)
Tax effect of non-deductible expenses A HIFEFE S 2 T AS o/ &2 618 383
Tax effect of two-tiered profits tax rates  FIfSFE RN AR | 2 B i5 5/ 22

regime (165) -
Over provision in respect of prior years — iB{EF/ZBEEEE - (505)
Income tax expense/(credit) Frigsimx(Ex) 3,903 (1,154)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

PROFIT/(LOSS) BEFORE INCOME TAX 9. BRATEFHANRR,(FE)
Profit/(Loss) before income tax is arrived at after charging/ BRETSR AR A, (BE) Th &M,/ (5
(crediting): AVATREIEBIER :

2024 2023
—EMMEFE =4

Notes HK$'000 HK$'000
BosE FET T

Depreciation included in cost of sales: st ASHERARHITE :

— Owned assets —-BBEEE 14 12,413 12,108
— Right-of-use assets —(REEE 15 81 108
Depreciation included in administrative 5 ATTERFI X U7 E -
expenses:
— Owned assets —BEEE 14 1,550 1,553
— Right-of-use assets —RAEEE 15 553 562
Lease charges on short-term leases CHHENHEER 53,567 9,624
Employee benefit expense (excluding EEBNAZ(TREE
directors’ remuneration): BEHB) -
— Wages, salaries, allowances and —T& - & 2K
benefits in kind EYH = 83,394 57,196
— Pension scheme contributions — IR IRFT B
(Note a) CED) 2,076 1,532
85,470 58,728
Auditor’s remuneration 2 2R 7 B 1,000 1,000
Gain on disposal of property, plant and & - BE R&ER
equipment, net W F5E (1,293) (113)
Note: Fi5E
(@)  As at 31 March 2024, the Group had no forfeited contributions @ RZZEZWF=ZA=+—0H AEETE
under the MPF Scheme which may be used by the Group to REEFTEIE T A HAEERBURIERE
reduce the existing levels of contributions (2023: Nil). HEIOKTFOHZBMBR(ZEZ=F : &) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HV-K

For the year ended 31 March 2024 % —F —

10.

11.

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

Bt ¥ # R Bt 5E

—mE=A=1—HIFE

DIVIDEND

The directors do not recommend the payment of any dividend
in respect of the year ended 31 March 2024 (2023: Nil).

EARNINGS PER SHARE

The calculation of the basic earnings per share amounts is
based on the profit for the year attributable to owners of
the Company of HK$17,260,000 (2023: HK$1,001,000) and
the weighted average number of ordinary shares in issue of
1,000,000,000 (2023: 1,000,000,000).

No adjustment has been made to the basic earnings per share
amounts presented for the years ended 31 March 2024 and
2023 in respect of a dilution as the Group had no potentially
dilutive ordinary shares in issue during the years ended 31
March 2024 and 2023.

10. RS

1.

EXZVTEZNBE_T_MF=A
= t—BLEFERNEARE(ZZE ==
FE)o

BRER
BEREABFNSBNZARAES A
JE 5 G 3% F17,260,0008 T( — T = =
11,001,000 7)) R B #EITE BRI
%%ﬁ%ﬂoooooooom&(_?__i
1,000,000,0000% ) 5+&

HRAEERBE T _MER-_T_=
F=ZA=1+— Etiflﬂﬁa%ﬁﬁ/’%?ﬂ%ﬁ
BERE BUYERBEMEEE_T
TMER—FE_=F=-A=1+—HLEFE
PTE2FINFRERENESBRIELFAR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR R EE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

12. DIRECTORS’ AND CHIEF EXECUTIVE'S
EMOLUMENTS

Directors’ and chief executive’s emoluments, disclosed
pursuant to the Listing Rules, section 383(1) of the Hong Kong
Companies Ordinance and Part 2 of the Companies (Disclosure
of Information about Benefits of Directors) Regulation, is as
follows:

12. EERFETHRAEHMH

RIEEMARR - BB DR RUEGIFE383(1)ER
RA(BBREENRERROIF2H  EF
REBTBRABHMESEKENT

Other emoluments

H &M
Salaries,
allowances Performance Pension
Directors’ and benefits related scheme
fees in kind bonuses contributions Total
e RE g Rikg
EEHE REUERN HETEA HE 53 Bt
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Pirsk THAT TR THT THT TR
2024 —E-IE
Executive directors: HITES :
Mr. Yip Kwong Cheung EEREAE ) - 819 - - 819
Ms. Kwan Chui Ling BRRLL (e) - 495 - - 495
Mr. Lin Rida HWEELE (@ 420 - - - 420
Mr. Bu Lei NEEHE (b) 270 - - - 270
Ms. Luo Tingting Bt () 4 - - - 4
Independent non-executive BIFHTES
directors:
Ms. Cheng Shing Yan ML 144 - - - 144
Mr. Wong Yiu Kit Ernest HRHSE 144 - - - 144
Mr. Tang Sher Kin BB E (0 72 - - - 72
Mr. Tang Man Joe iyeiibitd (d) 84 - - - 84
1,175 1314 - - 2,489
2023 “EC=f
Executive directors: HTES:
Mr. Yip Kwong Cheung EEfRs @) - 819 - - 819
Ms. Kwan Chui Ling BRERRL - 623 = 7 630
Mr. Lin Rida WRELE - 175 - - 175
Independent non-executive B FHITEE :
directors:
Ms. Cheng Shing Yan et 144 - - - 144
Mr. Wong Yiu Kit Ernest ERGERAE 144 - - = 144
Mr. Tang Sher Kin HBEAE 144 - - = 144
432 1,617 - 7 2,056

2023/24 FERE o EHIRBERABRAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 % —F —

—mE=A=1—HIFE

12. DIRECTORS’ AND CHIEF EXECUTIVE'’S
EMOLUMENTS (continued)

Notes:

(a)

Mr. Yip Kwong Cheung is also the chief executive officer of the
Company. His emoluments disclosed above included those for
services rendered by him in the capacity of chief executive officer.

Mr. Bu Lei was appointed as an executive director on 5 July 2023.
Mr. Tang Sher Kin resigned as independent non-executive
director on 18 September 2023.

Mr. Tang Man Joe was appointed as an independent non-
executive director on 18 September 2023.

Ms. Kwan Chui Ling resigned as executive director on 10 January
2024.

Ms. Luo Tingting was appointed as an executive director on 10
January 2024.

No emoluments were paid by the Group to any directors
as an inducement to join or upon joining the Group or as
compensation for loss of office during the year ended 31
March 2024 (2023: Nil).

There were no arrangements under which a director waived or
agreed to waive any remuneration during the year ended 31
March 2024 (2023: Nil).

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

1. EERFETHAEHTFMHN @

BT -

(a)

EREETMBRNRBITHRER o X
BR 0018 2 B BN B R 1R DA T IRAR L & 1 1R AR
BRAS e A -

NELXER_ZE-_=—F+ATBEZIA
WITESE o

BHBAER T _=FhA+/\HEHE
BYIFITESE o

BYHEER—_Z-_=FhA+N\BEZ
ERBIFERITES -

R ZTN T _NF— A+ HEHEHR
TEE -

BEEZTHN T _NFEF—A+AEEE
RTES -

HE-Z-WE=A=+—HIEFE K
EEMER TR E S S EARE N
$EliFMA$EI%m§®ﬁ¢E

BERmE( =T
HE_T

=F 8-
“ME=A=t—HLFE #

BEEERERRERECMAMESOLZH(=
T4 ) e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR R EE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

13.FIVE HIGHEST PAID INDIVIDUALS'
EMOLUMENTS

The five individuals whose emoluments were the highest in the
Group for the year included no director (2023: no director).
The aggregate emoluments payable to the remaining five
individuals (2023: remaining five individuals) during the year
are as follows:

13. ARREHMA L 25

FA - UBEMNER(—T_=F IEE
BERAEERSFMNARAL - FR
RSB TRAR(ZE_=F:#TH%)A
ARFENAEREINT

2024 2023
—E-lEF 2 =F
HK$'000 HK$’000
FHxT FiBT
Salaries and other emoluments e R H A 4,947 4,556
Pension scheme contributions RREFTEIHR 66 80
5,013 4,636
The emoluments fell within the following band: HNEATHER

Nil to HK$ 1,000,000 Z£%1,000,000% 7T 4 4
HK$1,000,001 to HK$2,000,000 1,000,001 7T %2,000,000% 7T 1 1
5 5

No emoluments were paid by the Group to any of the directors
or the five highest paid individuals as an inducement to join or
upon joining the Group or as compensation for loss of office
during the year ended 31 March 2024 (2023: Nil).

2023/24 EEHE o

HE_Z-_NE=A=+—HItFE K
SESERTNESSI AR TMAL
SATERI BN & 15 BRI A 2N & B 5 A n
AREEENRESERBBRFEE(ZE
ToF i E)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

14. PROPERTY, PLANT AND EQUIPMENT

14. Y% - BERRE

Plant and Office Leasehold Motor
machinery  equipment improvements vehicles Total
TR R WORE BEWELEE E -
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEx FHT T THT TR
At 1 April 2022: R-ZE-—FNA—H:
Cost PR 79,503 6,663 673 = 86,839
Accumulated depreciation ZEHE (23,087) (698) (150) = (23,935)
Net book amount EmFE 56,416 5,965 523 = 62,904
For the year ended BZ-Z-=F=A=1-AH
31 March 2023 LEE
Opening net book amount HRERE 56,416 5,965 523 = 62,904
Additions RE 10,603 = = 1,140 11,743
Disposals HE (4,937) - - - (4,937)
Depreciation ik (11,978) (1,329) (224) (130) (13,661)
Closing net book amount  HIREEFE 50,104 4,636 299 1,010 56,049
At 31 March 2023: RZE-_=#=zA=+-H:
Cost R 85,106 6,663 673 1,140 93,582
Accumulated depreciation 2HHE (35,002) (2,027) (374) (130) (37,533)
Closing net book amount BAREFE 50,104 4,636 299 1,010 56,049
For the year ended Hz-_EZ_mE=F=1-H
31 March 2024 LEE
Opening net book amount BRI E 50,104 4,636 299 1,010 56,049
Additions B 7,750 - - 733 8,483
Disposals HE (9.857) - - - (9,857)
Depreciation ik (11,945) (1,326) (224) (468) (13,963)
Closing net book amount BARREFE 36,052 3,310 75 1,275 40,712
At 31 March 2024: RZE-MFE=A=+—-H:
Cost AR 70,270 6,663 673 1,873 79,479
Accumulated depreciation ZEHE (34,218) (3.353) (598) (598) (38,767)
Closing net book amount BARREFE 36,052 3,310 75 1,275 40,712

KWONG LUEN ENGINEERING HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

15.RIGHT OF USE ASSETS AND LEASE 15. S ERBEERE
LIABILITIES

The Group as a lessee AEBEEREBEA
The Group has lease contracts for office premises, various REBBEERRNSH  KEPFRHSE
motor vehicles and machinery used in its operations. Leases HEMEBOEESY - RAWELRE
of office properties and various motor vehicles generally have AEMNHEREARIE4AF(ZE_=F :
lease terms between 3 and 4 years (2023: between 3 and 4 3EAF)IEE] - WA EHEE A2 A
years). Machinery generally has lease terms of 12 months or HFER o —RME  AEETSELREE
less. Generally, the Group is restricted from assigning and PASNSE R s H I E A E o
subleasing the leased assets outside the Group.
(a) Right-of-use assets (a) BFAEELE
The carrying amounts of the Group’s right-of-use assets AEBRAFENFERABEEENRERD
and movements during the year are as follows: BEREFHNOT :
Office Motor
premises vehicles Total
WAZ AT RE st
HK$'000 HK$'000 HK$'000
FHET FAT T
At 1 April 2022 RZZE-_FPE—H 1,171 189 1,360
Depreciation nE (562) (108) (670)
At 31 March 2023 and RZEZ=F=H
1 April 2023 =t+—BRZZE==%F
mA—H 609 81 690
Lease modification HEEWR 1,351 - 1,351
Depreciation e (553) (81) (634)
At 31 March 2024 R-EBE_-UE
=HA=+—H 1,407 - 1,407
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

15.RIGHT OF USE ASSETS AND LEASE 15 FRAEEEREEEE®w
LIABILITIES (continued)

The Group as a lessee (continued) TEEERAEA @
(b) Lease liabilities (b) HEEE
The following table shows the remaining contractual TREREBHEABZHT ALY
maturities of the Group’s lease liabilities: Z|EIR -
2024 2023
it 2 —T=%F
HK$'000 HK$'000
TExT FT
Total minimum lease payments: HEBEENFLRE :
Due within one year —FRNEIE 506 616
Due in the second to fifth years FEFEAFEEH 1,050 44
1,556 660
Future finance charges on lease HEABEZARARMBLI L
liabilities (161) (11)
Present value of lease liabilities HEBEZRE 1,395 649

2024 2023
—ENE —Eo=4F

HK$"000 HK$'000
TR TAT

Present value of minimum lease HEREMNKRE

payments:
Due within one year —FREIH 421 605
Due in the second to fifth years FEENFIH 974 44
1,395 649
Less: Portion due within one year & : AT AIBIEBEIE MK
included under current —FREEE S
liabilities (421) (605)
Portion due after one year included FFAJERENABEETH
under non-current liabilities —FRE|EE D 974 44
During the year ended 31 March 2024, the total cash ﬁf::g:@\ﬁzﬂ =T—HIF
outflows for the leases are HK$54,183,000 (2023: & BRI 488 /354,183,000
HK$10,215,000). ATL(ZT =4 :10,215,000%7T) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

16. FINANCIAL ASSET AT FAIR VALUE 16. QAT ETAEBENEREE
THROUGH PROFIT OR LOSS

2024 2023
—EEFE —TEo=F

HK$'000 HK$'000
FHT T

Key management insurance contract FEEEABRRER 4,753 4,625

R-ZE-MFE=A=+—HE_T_=%F
ZAZTHHNEEEEABRBALN
AR eREVIERTINEAS RFE
WA DB AR AT EFABENE
BEE -

The key management insurance contract at 31 March 2024
and 31 March 2023 was mandatorily classified as a financial
asset at fair value through profit or loss as its contractual cash
flows are not solely payments of principal and interest.

s R-T-ME=A=+—H TEEEA
BRBALNIEASRETE  EHhEEE

Note: As at 31 March 2024, the key management insurance contract
represented life insurance plans with investment elements

relating to one member of key management personnel of the
Group. The total sum insured is US$1,380,000 approximately
HK$10,695,000 with an annual minimum guaranteed return of
2%. The key management insurance contract of HK$4,753,000
(2023: HK$4,625,000) has pledged to secure general bank
facilities granted to the Group as at 31 March 2024 and 2023.

As at 31 March 2024, if the Group withdrew from the insurance
contract, the accounts value, net of surrender charges of
US$97,000 (approximately HK$755,000) (2023: US$100,000
(approximately HK$776,000), would be refunded to the Group.
The amount of surrender charges decreased over time and was
no longer required from the 19th year of contract conclusion
onwards.

. CONTRACT ASSETS

BAREE - ZTEERAENREXRD -
#81R%8 51,380,000 7T (#7910,695,0007%
L) FERERREEHRE2% - TEE
I8 A B1RM A #14,753,0008 0 (T —=
F : 4,625,000/ L) B - UEEHRZ
EoNMER-EBE-=F=F=1+—HAKF
AEBZHETRITRE ©

R-TB-ME=A=1+—0 ' WREEK
Z2REBAY  ARFEESCHKRERER
97,0003 7T (#)755,0008 L) (=T - =
£ : 100,000 7T (4776,000/87T) ) 1% °
BIRETFALER - RREBASIEREFHEIE
B MBI IEEE19FRETHL -

17. BHEE

2024 2023
—EmF —ET_=fF
HK$'000 HK$'000
FHExT FHBT

Contract assets arising from BEANEENEGNEE
construction contracts (a) 211,750 188,968
Retention receivables BN TIZRES (b) 45,708 27,204
257,458 216,172
Less: ECL allowance B TEHRE B S ERE (0) (17,589) (16,562)
239,869 199,610
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

17. CONTRACT ASSETS (continued)

Notes:

(a)

(b)

KWONG LUEN ENGINEERING HOLDINGS LIMITED

Contract assets consist of the Group’s rights to consideration
for works completed but unbilled amounts resulting from
construction contracts. The contract assets are transferred to
trade receivables when the rights become unconditional which
was generally within one to three months. The increase in
contract assets in 2024 and 2023 was the result of the increase
in the provision of construction services.

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

—FRN

Within one year

17. EHNEE@
P 5E

(a)

ANEEBEASEREEANELEND
FEAEMAREZETRKENRENES - &
REENBRENK AEGER(—RAE—
E=AR)BEZEHEWE - BHEER
TECNER B - =FENAREE
BRASHRARIE N -

BHEERRE AR E k4 E 0T8I R
AT :

2024
—EopmE

2023
—E=F
HK$'000
T

HK$’000
TR

211,750 188,968

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

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

ANEEMBHEKTRRBESELEA
EEMBHETIE - ZRERREA KA
BREETEETYMESRIE—EM
FREE o

RBERERTRERESHAH R @R
BEREERIT

2024
—E-mE =_—
HK$'000 HK$'000
TR FHT
Within one year R—FR 23,075 12,772
More than one year R—5F1& 22,633 14,432
45,708 27,204
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR R EE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

17. CONTRACT ASSETS (continued)

Notes: (continued)

(c) During the year ended 31 March 2024, HK$1,027,000 (2023:
HK$7,428,000) was recognised as ECL allowance on contract
assets. The Group’s trading terms and credit policy with
customers are disclosed in note 18 to the consolidated financial
statements.

The movement in the ECL allowance of contract assets is as

17. BHNEE @)
WiSE : ()

()

BE_T_NEF=A=+—HLFE"
1,027,000/ T (= = =4 : 7,428,000/
TOERRANEENTEREEEREE -
FAEBEZPHRZERREEHRKRE
PERE B TSREKMEE8 ©

follows:
2024 2023
—E-@F —EC=F
HK$'000 HK$'000
FExT FHT
Balance as at beginning of year FHEEH 16,562 9,134
ECL allowance recognised during the year 4 AFER 2 FBHME S BB RS 1,027 7,428
Balance as at end of year FRER 17,589 16,562

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

18. TRADE RECEIVABLES

REIHE BB RROMERERETRE
DI AGTEBEMEEER - TEAHE
ERBEEEENBEEEDANTEERS
YGRANEMEERENBER - Thh
RENBEERESRIFEEFEHARNE
FER - ANEENBEBEEDENELH
BIE > WA EER AR - ZFTER
Mg AEMEHER  EERERNSRSEH
AR BRBESEE - B AR AR
BERTEAN S B RAIEER -

18. EZ EWF1E

2024 2023

—ENE —ed— ==F

HK$'000 HK$'000

FHT THET

Trade receivables E 5 UGRIA 65,439 4,233
Less: ECL allowance B TEHAEEEIE R (1,568) (102)

63,871 4,131
2023/24 FEHRE o EHIREBERBRAAE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

18. TRADE RECEIVABLES (continued)

The directors of the Group consider that the fair values of trade
receivables which are expected to be recovered within one
year are not materially different from their carrying amounts
because these balances have short maturity periods on their
inception.

The Group's trading terms with its customers are on credit.
The Group's credit periods with customers range from 15 to
60 days (2023: 15 to 60 days). The Group seeks to maintain
strict control over its outstanding receivables and has a policy
to manage its risk. Overdue balances are reviewed regularly by
senior management. The Group does not hold any collateral or
other credit enhancements over its trade receivable balances.
Trade receivables are non-interest-bearing.

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

18. B 5 B IE ()
AEBEESERE  BHER —FRKEHN
BRI BATFEEERMEBITES

AER  REBZFEHNEFIGRNE
HIHARR &S -

AEBEEFZRGEREEAEER
N AEEBLTEFHEEHN F15260
K(ZEZ=%F  15860K) - KREBFS
SKER SRS AR S U TE - WET AR
EIER  BHESR TR RERESR
& AEBUERE FERFBELHIFTE
ARG EMBERREAYR - BE5E
WRRIBRET A -

RRERR - BHEKZUEGIRTESEE
EERE) ENEREMNREHBBEENE
BT

2024 2023

—EClmEF —FT—=
HK$'000 HK$'000
FET FAT
0-30 days 0£30K 41,855 -
31-60 days 31E60K 22,016 4,131
63,871 4,131

The movement in the ECL allowance of trade receivables is as

B2 RYGREREEBERERZEIT

follows:
2024 2023
—EMEF —E-=

HK$'000 HK$'000
TEx FT
Balance as at beginning of year FHEEH 102 743

ECL allowance recognised/(reversed) FRMER/ (BE)BEHEE
during the year EERE 1,466 (641)
Balance as at end of year FREH 1,568 102

An impairment analysis is performed at each reporting date
using a probability of default model to measure ECL. The
provision rates are based on historical data adjusted by
forward-looking information. The calculation reflects the
probability-weighted outcome, the time value of money and
reasonable and supportable information that is available at
the reporting date about past events, current conditions and
forecasts of future economic conditions.

KWONG LUEN ENGINEERING HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fRE R IR R ML

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

19. PREPAYMENTS AND DEPOSITS

19. BREREZES

Prepayments SEENE e 9 12
Deposits b 5,403 239
5,412 251

Less: Non-current portion (Note) A FERNERER o (FMIRE) (5,153) (232)
259 19

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

The financial assets included in the above balances relate to
receivables for which there was no recent history of default and
past due amounts. As at 31 March 2024 and 2023, the loss
allowance was assessed to be minimal.

Note: In March 2024, the Company’s wholly-owned subsidiary,
Shenzhen Guanglianxing entered into a construction
service agreement with a construction company in the PRC
("Customer Z") and a co-operation agreement with a supply
chain management company (“Supply Chain Management
Company”) in the PRC for the sub-contracting and
management of construction services in the PRC (collectively,
the “Arrangements”). As at 31 March 2024, Shenzhen
Guanglianxing paid a partial deposit of RMB4,754,500
(equivalent to approximately HK$5,153,000) to the Supply Chain
Management Company, which was included in “prepayments
and deposits” under non-current assets in the consolidated
statement of financial position.

Subsequent to the end of reporting period, Shenzhen
Guanglianxing paid the remaining partial deposit of
RMB3,808,000 (equivalent to approximately HK$4,127,000) to
the Supply Chain Management Company (note 34(b)).

For the year ended 31 March 2024, no revenue or cost of
services in respect of the Arrangements have been recognised in
the consolidated financial statements as the construction works
are scheduled to commence in September 2024.

BNFERESTREEERS  HER
T ARERREMEMERS c AREE
2EBEBRTHEBEABREEME
BEHEEER - BRXFRNEEREEN
8B DA R BRI IR B R SRS AR L TER] © &
ARENAEBEEREENTBHREEEE
RBMARE -

EREHRTNEREERDIRNTEEZOR
BN REENEUGRIERRE - R=-F
“HERZZZ=F=A=+—RH  BE
BREBRHE RN RE -

B R—Z_WNFE=A ' ARR2EWBER A
G| R AR AN ([FF
Z) RIS EERS fpas - W R B — R
FEEEEAR([HEEEEAT VG
Efeg - NABERFRRERES B R
ERRE(FBIRE])  RZTZmFE=
A=+—8  #IEGERHEEEER
RIS E D RS ARYEA4,754,5007T (HEE
R #95,153,000/70) KB EFALE
SRR IERE B EE N[ B FIE
FiLg] o

RS R - RYIER SR L REEEE
RNAE ST Ee AR 3,808,000
TT(FRER#H4,127,00054 7T ) (M 5E34(0)) °

HE_Z_WNE=ZA=+—HILFE A
REETRHFENR S _NENAFHT -
E I\ R A SRR P ERAT R
B ER S ARTE A A o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fR e B A SRR GE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

20. CASH AND CASH EQUIVALENTS 20. RERBEEEY
2024 2023
—E-MF —E=F
HK$'000 HK$'000
FEx FAT
Cash and bank balances Be RIRTT4E % 25,148 25,361
Cash at banks earns interest at floating rates based on daily RITHSIRRITE BT RF R F B FI=H
bank deposit rates. The bank balances are deposited with FHE o RITARRF I B fE 4 R iR B Y
creditworthy banks with no recent history of default. EERIFHIRIT ©
21. TRADE AND RETENTION PAYABLES 2. ESENRERENIERES
2024 2023
—E-MF —EB=F
HK$'000 HK$'000
FEx FA&T
Trade payables =) AN/ (a) 38,720 15,688
Retention payables BN TRRES (b) 25,012 12,084
63,732 27,772
Notes: Bt & -
(@) An ageing analysis of the trade payables, based on the invoice (@ RNEREHR BHENIEBEEREEREH
date, at the end of each reporting period, is as follows: BEH M BRER AT AT ¢
2024 2023
—E-OF —To=F
HK$'000 HK$'000
FEx FHIT
0-30 days 0E30K 32,259 13,430
31-90 days 31290K 6,084 2,193
91-180 days 91£180K 377 53
181-365 days 181E365K - 12
38,720 15,688
The trade payables are non-interest-bearing and are normally BSRNRIETTE BER—EARNE
settled within one month. o
(b)  Retention payables held by the Group arose from the Group's b)) AEERENENIRRISEEELRSE
construction works and are normally settled to subcontractors EHRETR  BEERIBEHORERS
within a period ranging from one year to two years after the BETKEHNIRE -—ZEMENED B
completion of the contract work by the subcontractors, as HE o

stipulated in the subcontracting contracts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR R EE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

ACCRUALS AND OTHER PAYABLES

22. EStE AR HAENSRIE

2024 2023
—EC-mEF -
HK$'000 HK$'000
FET FHET
Accruals FEETE A 9,274 5,958
Amount due to a director BN —%ESFHE (a) 23 -
Contract liabilities arising from BERBEENESLHNEAR
construction services (b) 51 =
Provision for reinstatement BREEEE (0) 263 263
9,611 6,221
Less: Non-current portion R FEMENEL S (263) (263)
Current portion mENEL S 9,348 5,958
Notes: Fi5E

(@ The amount is due to Mr. Lin Rida, the executive director of the
Company. The amount is unsecured, interest-free and repayable
on demand.

(b)  The excess of cumulative billings for construction work over the
cumulative work revenue recognised in profit or loss is recognised
as contract liabilities.

(c)  Pursuant to the terms of the respective tenancy agreements
entered into by the Group, the Group is required to return its
leased properties to the conditions as stipulated in the tenancy
agreements at the expiration of the corresponding lease term as
appropriate. The provision for reinstatement costs was estimated
based on certain assumptions and estimates made by the
Group's management with reference to quoted prices and/or
other available information. The assumptions and estimates are
reviewed on an ongoing basis and revised as appropriate.

BOND

Bond CE

@ ZFATVENTARARNITESMHEZESL
E e RAAREET - 28 BARENRE

iR ©

(b) RETEMNRFREBBIMEE P FIER
M RET TP D DR AAKAE -

© BREASETINEBEESBHRGT XK
SEZARBRERE DR (ER)REE
BERERGRPREREYE - EREE
RAREDRENEBEEREES2ERE
K/ S E AR BB AT RS T R&J KA a
Mfhat o AABRR A RFERER
A RIEFT(EE) -

23. &%

2024 2023
—EMEFE —E =%

HK$°000 HK$'000
TR TAT

11,928 =

In March 2024, the Company entered into an agreement
to issue a bond with a principal amount of RMB11,000,000
(equivalent to HK$11,923,000) to an independent third party.
The bond is unsecured, interest bearing of 3.65% per annum
and repayable on in July 2024.

R-ZZE-_WF=H ' KABRIFTZHE
MBILE=ZFBTEASEBEARE
11,000,000 7T (#B& 711,923,000 75 ) &Y
B - ZEHFAERT  BFFE365%
HE AR T _NELAER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 8% —F —JF = H=+—HIFEF

24. SECURED BANK LOANS

24. FEARITER

As at 31 March 2024 and 2023, the Group's bank loans were

repayable as follows:

Carrying amount repayable (Note)

AfEERmEE(FR)

R-E-_NWNER_E-_=F=ZA=+—
B AREBZRTERBEZNT :

2024
—E-mE

2023

HK$'000

Within one year —FR 16,277 511

In the second year BFF 553 533

In the third to fifth year F=ERF 918 1,433

After the fifth year FRF®E - =
Total carrying amount RARE(E 17,748 2,477
Less: Yo

Amount due within one year —FAENEEE (16,277) (511)
Carrying amount shown under non- BB EE NARREE

current liabilities 1,471 1,966

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

As at 31 March 2024, the Group’s bank loans were secured by
legal charges over:

(i) unlimited corporate guarantees and a letter of
undertaking given by the Company; and

(i) the key management insurance contract with a carrying
amount of approximately HK$4,753,000.

As at 31 March 2023, the Group’s bank loans were secured by
legal charges over:

(i) unlimited corporate guarantees and a letter of
undertaking given by the Company; and

(i) the key management insurance contract with a carrying
amount of approximately HK$4,625,000.

As at 31 March 2024, except for a bank loan of approximately
HK$1,981,000 which is denominated in United States dollars,
all other bank loans are denominated in Hong Kong dollars. As
at 31 March 2023, all bank loans are denominated in United
States dollars.

KWONG LUEN ENGINEERING HOLDINGS LIMITED

fiat - BESRRER BB REENAH
(Eh

RZZTEZWNF=A=+—8  xEEZR
TERBATEEEREER :

() AnwEHEKERDRERRES
E 3

(i) FREE#)/4,753,0008 T2 EEEE
ABRBREH

RZTEZ=F=A=+—8 ' xEEZR
TERBATEEEREER :

() AnwEHEERDRERRES
E 3

(i) FREE#)/4,6250008 T2 ETEEE
ABRBREH

RZE-_WEFE=Z/A=+—H " B4y
1,981,000/8 TR 1T E A TTAHESD -
FIEHMBITERBUBTEHE R
—=#=A=+—8  WARTEFHMNU
FEoLEHE -
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25. DEFERRED TAX

The movements in deferred tax liabilities and assets during the

year are as follows:

Deferred tax liabilities

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

25. IEFEFIE
ELEREREREENENNEHNT :

EEHARE

Depreciation
allowance in
excess of related
depreciation

B AR RN

ERE

HK$'000

FAT

At 1 April 2022 R-ZZE-_—FmA—H 7,706
Credited in profit or loss (note 8) s AEZ (FIFE8) (323)

At 31 March 2023 and 1 April 2023 RZE-_=F=A=+—8K

—E-=FMA—H 7,383

Credited in profit or loss (note 8) FT A 1Bz (I7ES) (1,111)
At 31 March 2024 N-—E-_MmMFE=A=+—A 6,272
202324 FEHE » EBHIBZRERAT



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fR e B A SRR GE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

25, RS IE ()
FEEBIEEE 3

25. DEFERRED TAX (continued)
Deferred tax assets (continued)

ECL of

trade

receivables

and contract
assets Tax losses

B EW
REREH
BEZ
EHEEER BEEE st
HK$'000 HK$'000 HK$'000
FAT FAT FAT
At 1 April 2022 R-ZE-__FMWA—H 583 = 583
Recognised in profit or loss (note 8)  RIEz5HER (HI7ES) 156 170 326

At 31 March 2023 and 1 April 2023 R-Z_=F=A=+—H

r—ZE-_=FMH—H 739 170 9209
Recognised in profit or loss (note 8) R 1B z5HER (MI7E8) 411 (170) 241
At 31 March 2024 R-E-_mFE=A=+—H 1,150 - 1,150
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 B2 —F — Y4 = =+—HIL FZ

25. DEFERRED TAX (continued) 25. IEFEFRIE (a0)
Deferred tax assets (continued) EEHIEEE @)
For presentation purposes, certain deferred tax assets and MEIME ETEERBEEERAED
liabilities have been offset in the consolidated statement of REREMBEARRRAEKE - U TAREE
financial position. The following is an analysis of the deferred BB M 5 AIEER BRI

tax balances of the Group for financial reporting purposes:

As at As at
31 March 2024 31 l\/larch 2023
=t Sl

HK$'000 HK$'OOO
FHET T

Net deferred tax liabilities recognised RERE B IERR R A TERA

in the consolidated statement of FEIERIE B & 558
financial position 5,122 6,474
26. SHARE CAPITAL 26. g7
The Company’s share capital is as follows: RATIRARLAT
Number of Share
shares of issue capital
BERITROEE [}
HK$'000
T
Authorised: EE
As at 31 March 2023 and 2024 R-ZBE-=FR
—E-mNE=A=+—H 10,000,000,000 100,000
Issued and fully paid: ERTRAR
As at 31 March 2023 and 2024 R-ZB-=FR
—E-mNE=A=+—H 1,000,000,000 10,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2024 8% —F —JF = H=+—HIFEF

27. RESERVES
The Group

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

Share premium

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

28. NOTES TO THE CONSOLIDATED
STATEMENTS OF CASH FLOWS
(a) Major non-cash transactions

The Group entered into the following non-cash investing
and financing activities which are not reflected in the
consolidated statement of cash flows:

During the year ended 31 March 2023, the Group did not
enter into any non-cash investing or financing activities
which are not reflected in the consolidated statement of
cash flows.

During the year ended 31 March 2024, the Group
renewed a lease contract which was accounted for as
a lease modification. Additions to right-of-use asset
and lease liabilities amounting to HK$1,351,000 was
recognised at the lease modification date.

27.

28.

(A
REE

R BN BB A R
BRENGA BB R 2T -

RG&E
Befnm B BITRONEERRNDES
RERMeBITREZFEMNESRE -

RERERERME

() EXHFAERS
AEEMETUTEERRRESRS
RERNFRSRERMATD -

BE_T_=—F=-A=t—HLF
B - AEEBEETEMNLRNES
RERERTRROIFFSRE LR
BEE) -

HE-_Z-_NWF=RA=+—H1*HF
ﬁ AEEBEEHESY  WHHEE

BHARIIEHEBSR - FREEE
mﬁﬁﬂﬁé@ﬁME1%mm%
JC - ERHE BB HAER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

28. NOTES TO THE CONSOLIDATED 28.48BRE&RERKT @
STATEMENTS OF CASH FLOWS (continued)
(b) Changes in liabilities arising from financing (b) B EEBFFEENAEEH

activities
Secured Lease
Bond  bank loans liabilities Total
BEABRT
&% BX HEEE @5t
HK$'000 HK$'000 HK$'000 HK$'000
FHT FTAT FAT FAT
As at 1 April 2022 RZZE-__FMA—H - 22,506 1,210 23,716
Cash flows: HERE !
Capital element of lease rentals B &N EARZLD
paid - - (561) (561)
Interest element of lease rentals 24 &7 25
paid = = (30) (30)
Repayment of bank loans EEBITER - (50,765) - (50,765)
Proceeds from new bank loans ~ #TSR{TE 2 FT{5 708 = 30,736 = 30,736
Non-cash: ¥ES:
Finance charges on HERBNMBEI L
lease liabilities - - 30 30
As at 31 March 2023 and R-T-=%F
1 April 2023 =A=+—AB8k
—E-=FA—H - 2,477 649 3,126
Cash flows: ReRE
Capital element of lease rentals BTSN EREED
paid - - (605) (605)
Interest element of lease rentals BT EFS 5D
paid - - (11) (n
Repayment of bank loans BERIBITER - (49,876) - (49,876)
Proceeds from new bank loans ~ FTR1TE N~ Fr{S 508 - 65,147 - 65,147
Proceeds from bond issuance  EHEEI TS A 11,923 - - 11,923
Non-cash: E3ik
Lease modification HEBXR - - 1,351 1,351
Finance charges on bond EHFIBEX 5 - - 5
Finance charges on lease HEABNTHKIZ
liabilities - - 1 1"
As at 31 March 2024 R-EBE-MF
=A=+—H 11,928 17,748 1,395 27,945
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

nV-K

Bt ¥ # R Bt 5E

For the year ended 31 March 2024 8% —F —JF = H=+—HIFEF

29.

30.

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

CONTINGENT LIABILITIES

During the year ended 31 March 2023, prosecutions were
initiated by the Labour Department. On 22 February 2023,
KLEL was fined HK$120,000 at the Kowloon City Magistrates’
Courts for violation of the Factories and Industrial Undertakings
Ordinance, the Factories and Industrial Undertakings (Lifting
Appliances and Lifting Gear) Regulations and the Factories and
Industrial Undertakings (Safety Management) Regulation and
the case was closed.

The above fine of HK$120,000 was included in administrative
expenses in the consolidated statement of profit or loss for the
year ended 31 March 2023.

As at 31 March 2024, the Group did not have any significant
contingent liabilities.

RELATED PARTY TRANSACTIONS
(a) Key management personnel compensation

The compensation of key management personnel of the
Group for the year represented the directors’ emoluments
as disclosed in note 12 to the consolidated financial
statements.

(b) Other transactions with related parties

During the year ended 31 March 2024 and 2023, the
Group did not have any other transactions with related
parties.

29.

30.

HARBEE
RBE-_Z-_=%=A=+—HILtEE
BRERBRFITASTERE NTE_=F
—A-t-H BBIERER(IEET
EQBEB) « (TR R T 3482 GIRE W
FMEERE)RAIRCIBE TELELE (R
2E )R O) M7 BRI AR HA BT 15 51 3K
120,00087T ' BEEBARMEHER -

£l 120,0008 T I RE T ABE
—=HF=ZA=1+—"HItFEHNLRE
RITTERBE S °

Té!mi‘%

NZE-_NME=A=+—0  KEFLE
EERHKAEE -

BB T R 7

(a) TEEEASNHSE
RERNEEBIBERASNMS I
R B R SRR I 1 2 BT BT MO
£ o

(b) HEEEES 2 EMR S
REBE-Z_NFR-_FT-_=F=A
=t+—RIEFE - ANEE L E
TETEMNEMR S
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fRE R IR R ML

For the year ended 31 March 2024 &% —ZF —p1# = =+—HIF/Z

31. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations and in
its investment activities. The financial risks include market risk
(including foreign currency risk and interest rate risk), credit risk
and liquidity risk.

Financial risk management is coordinated by the board of
directors. The overall objectives in managing financial risks
focus on securing the Group’s short to medium term cash
flows by minimising its exposure to financial markets. Long
term financial investments are managed to generate lasting
returns with acceptable risk levels.

There has been no change to the types of the Group’s exposure
in respect of financial instruments or the manner in which it
manages and measures the risks.

MBRBEERAFETE

AEERBEEBERETRETRELRY

R @t Al T A AR i EkR - 8

ﬁ‘&ﬂ 2 BT IS E R (BFEINE R R X
k) - EERR RRENERR

MHEREERESTSHA - EEMBRE
ROBRBESETRNEARERIESRT
i’ﬁﬂ AR AEENEEFTHBATR
- ERRHSRERETERATEINE
ﬁﬂ@FTEEEﬁﬂ@i& O

AEEES BT EHENERER NG
REH ARSI MBI -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. i BEAMREER AFEEHTE @)
VALUE MEASUREMENTS (continued)

31.1 Categories of financial assets and liabilities MIMEREERAEESE
The carrying amounts presented in the consolidated REMBARRFETY REEE TS
statement of financial position relate to the following MEERBEIEEH :

categories of financial assets and liabilities:

2024 2023
—E-ME =%
HK$'000 HK$'000
FHET FBT
Financial assets SEEE
Financial assets at amortised cost:  IZH KA ANAEN SR EE ¢
— Trade receivables — & 5 WA 63,871 4,131
— Deposits —&e 5,403 239
- Cash and cash equivalents —REMIREEEY 25,148 25,361
Financial assets at FVTPL: BN EFABSENESREE :
— Key management insurance —FETEBABRBEL
contract 4,753 4,625
99,175 34,356
Financial liabilities tREE
Financial liabilities measured at RESEAGTEN S RIAE ¢
amortised cost:
— Trade and retention payables —BISRENRIERENTE
RER 63,732 27,772
— Accruals and other payables —FERTE A R EMEN IR 1,594 1,339
- Bond — &% 11,928 =
— Secured bank loans —BERRITER 17,748 2,477
— Lease liabilities —HEBE 1,395 649
96,397 32,237
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. i BEAMREER AFEEHTE @
VALUE MEASUREMENTS (continued)

31.2Foreign currency risk 31.2 /MR B
Foreign currency risk refers to the risk that the fair value SNERBEESBRIANAFESK
or future cash flows of a financial instrument will fluctuate SRIR B it [ SN P = 2 & O B A9 [R
because of changes in foreign exchange rates. The o AEEMKBAREZEEER SR
Group's subsidiaries mainly operate in Hong Kong and the FR(ZEZ=%F: 58)EZ - K&
PRC (2023: Hong Kong) and majority of the transactions DRXGUABTHIARE(ZZEZ=4F
are settled in HKD or RMB (2023: HKD), being the FRTEE AMSRINEEE
functional currency of the group entities to which the BHIgEEY HE_Z-_NFEEK=
transactions relate. As at 31 March 2024 and 2023, the To=F=A=1+—0 " KAEENE
Group did not have significant foreign currency risk from TEA | EARINE [ gz o
its operations.
Foreign currency denominated financial liabilities, LASNEE SHE R £ Bh B (F 1R AR TE =1
translated into HKD at the closing rates, are as follows: BB TTRIBERINT ¢
(VAY) RMB
=7 ARM
HK$'000 HK$°000
FHET FHx
As at 31 March 2024 R=ZB-NF=A=+—H
Bond &% - 11,928
Secured bank loans BEMIRITER 1,981 -
Gross exposure arising from ERERALREEEENLERRIKO
recognised financial liabilities 1,981 11,928
usbD
=TT
HK$'000
FHT
As at 31 March 2023 R-B-=%=A=+—H
Secured bank loans BHEIRIRITEK 2,477
Gross exposure arising from recognised ERRE A EE LR
financial liability 2,477
The directors consider that the Group's exposure to US$ is EERE - ARBITHEETEN K
insignificant on the ground that HK$ is pegged to US$. SEHETHRBRBOTAK o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. iEEAMREER AEETE @
VALUE MEASUREMENTS (continued)

31.2Foreign currency risk (continued) 31.2 SMEE R B o)
The following table illustrates the sensitivity of the THRIAEEEBNEEEHARK
Group's profit after income tax for the year and equity in FEHRNEBAFERABRE SR
regards to an appreciation in the group entities’ functional LERHNHRE - HREEEERE
currency against RMB. The sensitivity rate is the rate used TZEEABANEIREINE B b R A
when reporting foreign currency risk internally to key RIPE & - (R B IR [E ¥ HINE [ = 7] g
management personnel and represents management’s B R ERTS -

best assessment of the possible change in foreign
exchange rates.

Increase
Sensitivity in profit Increase
rate or loss in equity
R FIER
BREER 51818 N REZRIE N
HK$'000 HK$'000
FET FHET
As at 31 March 2024 R-F-_¥=A
=t+—H
RMB AR 5% 498 498
The same percentage depreciation in the group entities’ EEE B E M EEEIINE R
functional currency against the respective foreign currency BEEDLAER - RS EF AR R
would have the same magnitude on the Group's profit for RN EREEMER - BERRER -

the year and equity but of opposite effect.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. i BEAMREER AFEEHTE @
VALUE MEASUREMENTS (continued)
31.3Interest rate risk

Interest rate risk relates to the risk that the fair value or
cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The Group's interest
rate risk arises primarily from secured bank loans and
lease liabilities. Bank loans and lease liabilities bearing
variable rates and fixed rates expose the Group to cash
flow interest rate risk and fair value interest rate risk
respectively.

M3 R REA R
FIERBETSHESEHERS T
ERTESESHE LB RN ER
1 AEENFIEABREERES
BT R R EAE - BEEF
ERETHESENBETERRAES
BESHRSAEERBE S RENE
BB R A TFEFIRER -

RE B A IRTTHEERA A R B BR AR
BRAFEK -

The exposure to interest rate risk for the Group’s bank
balances is considered immaterial.

REFEER - AEEERZ ERAE
T

The effective interest rates of the Group’s borrowings at
the end of the reporting period were as follows:

As at 31 March 2024 As at 31 March 2023

R-B-_WME=A=+—H W _=F=A=+—H

Effective Effective
interest IEEN
rate HK$°000 rate HK$'000
BRFI= FET BEERFI= FHAT
Variable rate borrowings: ¥ E)FIRERK :
— Secured bank loans —BHEPRITER 8.14% 1,981 4.17% 2,477
Fixed rate borrowings: (& TE R B :
— Secured bank loans —EEMRITER 7.44% 15,767  N/ATEMR -
- Bond —f&% 3.65% 11,928  N/ATEHA -
— Lease liabilities —HERE 7.30% 1,395 3.10% 649
29,090 649
Total borrowings fEFRHARE 31,071 3,126
Fixed rate borrowings &l E A R SR AG fE K
as percentage of total BEE L
borrowings 93.6% 20.8%

2023/24 EEHE o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

31. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)
31.3 Interest rate risk (continued)

The following table illustrates the sensitivity of the
Group's profit after income tax for the year and equity to
a possible change in interest rates with effect from the
beginning of the year. This sensitivity analysis is provided
internally to key management personnel.

31. AR EER AFETE@W

31.3 FIRE 3 (@)

TRFARNKEF AR AEHREF
No H o 31 4 )RR A RJ BE R R B2 B Ay R
BE o REUREDM IR AR REE
EEABLREM -

2024
—E-ME

Increase/

(decrease)

in profit

or loss

|aEEm

OR2)

HK$°000

FTHET

Interest rate: F=x

Increase by 50 basis NSO EES,

point 8
Decrease by 50 basis A SOEES,

point (8)

Increase/
(decrease)
in profit
or loss
1Bsem
ORA)
HK$'000
TAT

Increase/
(decrease)
in equity
RGN,
Rt A>)
HK$'000
FAT

Increase/
(decrease)
in equity
M
(m2)
HK$'000
FET

8 10 10

(8) (10) (10)

The assumed changes in interest rates are considered
to be reasonably possible based on observation of
current market conditions and represents management’s
assessment of a reasonably possible change in interest
rate over the next twelve month period.

The calculations are based on a change in average
market interest rates for each period, and the financial
instruments held at the end of each reporting period that
are sensitive to changes in interest rates. All other variables
are held constant. The sensitivity analysis included in the
consolidated financial statements of the year ended 31
March 2023 has been prepared on the same basis.

KWONG LUEN ENGINEERING HOLDINGS LIMITED

MERZBREGDHEBRRAITHIEMN
MEBARAEARELRZES - I
REBBHARR T —EABRNEZ
BRI R B 2 5T -

SRETDERE HE T TSN K&
8 ARRSHEMRFTHH N R
PHRBRESHNERMIATE  MHA
HpEHRESTE BE_T_=
FZA=+—HLEFENERAHBR
REBRE DI TIRF —EERR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. i BEAMREER AFEEHTE @
VALUE MEASUREMENTS (continued)

31.4 Market price risk 3.4 i ERRR

Market price risk is the risk that the fair values of equity
securities decrease as a result of changes in the value of
individual securities. The Group is exposed to market price
risk arising from financial asset at fair value through profit
or loss (note 16) as at 31 March 2024 and 2023.

The following table demonstrates the sensitivity to every
5% change in the fair values of financial asset at fair
value through profit or loss with all other variables held
constant, of the Group’s profit/(loss) before tax and the
Group's equity, based on their carrying amounts at the

IS ERRR T AR ERESEEE
HMEFRARF S 2 A FHETRER
ZER R_T_MER_F_=F
ZA=1T—R AEEEBRRAFE
AABSENEREEMELEZMHE
R (FEE16) °

TR BT AT S AR E AR T
------- BHERT - REBEHKRZEE
6 ARERBANF (BB) A
S B SR A T AR RS R
A A TES5% BB R -

end of the reporting period.

2024
—ENE
Increase/ Increase/
(decrease) (decrease)
Carrying In loss Carrying In loss
before tax

amount before tax amount

BRB AT BRLAD

| EEg

BREE (RA) BREE OR)
HK$000 HK$’000 HK$'000 HK$'000
FHET FHET T T

Financial asset at FVTPL 32 A F(EFFABZEH
SREE 4,753 (238) 4,625 (231)

31.5 Credit risk N5 EEREE

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its obligation
under the terms of the financial instrument and cause a
financial loss to the Group. The Group's exposure to credit
risk mainly arises from granting credit to customers in the
ordinary course of its operations and from its investing
activities.

The Group’s maximum exposure to credit risk for the
components of the consolidated statement of financial
position at 31 March 2024 and 2023 is the carrying
amount as disclosed in note 31.1.

EERBESR T AN FIIRER
BERTANGKRBETEEERER
SEERMBERM AR - AEBEM
HHNEERREIRRANEAEE
BRERRAEFEHEERERER
) o

AEEFRER _Z_NER_T_=
FZA=t - HZEAMBIRRRE
AR D MRAEERR S E3 1
PR ER R AREE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IS SRR YRR

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

31. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)
31.5 Credit risk (continued)

(i)

KWONG LUEN ENGINEERING HOLDINGS LIMITED e

Trade receivables and contract assets

The Group’s policy is to deal only with credit worthy
counterparties. Credit terms are granted to new
customers after a credit worthiness assessment by
the credit control department. When considered
appropriate, customers may be requested to provide
proof as to their financial position. Where available
at reasonable cost, external credit ratings and/
or reports on customers are obtained and used.
Customers who are not considered creditworthy are
required to pay in advance or on delivery of goods.
Payment record of customers is closely monitored. It
is not the Group's policy to request collateral from its
customers.

In addition, as set out in note 2.6, the Group
assesses ECL under HKFRS 9 on trade receivables
and contract assets based on simplified approach,
which permits the use of the lifetime expected loss
provision for impairment of all trade receivables
and contract assets. The expected loss rates are
based on the payment profile for sales in the past
12 months as well as the corresponding historical
credit losses during that period. The historical rates
are adjusted to reflect current and forward-looking
macroeconomic factors affecting the customer’s
ability to settle the amount outstanding. At the end
of each reporting period, the historical default rates
are updated and changes in the forward-looking
estimates are analysed.

Trade receivables and contract assets are written
off (i.e. derecognised) when there is no reasonable
expectation of recovery.

31. IBEBREER A FETE @

M5B @)

(i)

EZBUSBEREAEE
AEENBRSEREHBRITFN
HFETRH - RTHEPHIE
SR EEENRMEHERE
TERAFGEREL - HRREBA
i@ - RIE PRI sE e B SRR A
BORAER - EREMAT » A
SEERBEFHIINPEEFTR
R/ RBE o WARRERTER
BEPABNFTAIN RN E mbF
K - BRI RSB Y&
7 ARENBRTIERETFRE
IR o

UESN - aNPRE2. 6FTEL - RIBEE
FHHELEAEIR - AEER
BEREETDA(EAFIUMEES
FEWRIA K & B ERVBEE B
FEMBHEBEERE)FEES
RRFBERAGHEENRERAEE
B8 - MHEERIERIBE
&8 A $5 & B B S K% HfE
AERNBRBEEEEE - B
EBEREREHRBEARRTER
PHRERINRBEINERTR
AIEMERBEERR - RE®RE
HIR - BEENRTUAER - I
HAIE SRR BETT T ©

BHREFARGHEERARE
8 HR A i 00 By 5 (D AR LE T

27
) e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. & RAMRETER ALEFE @
VALUE MEASUREMENTS (continued)

31.5 Credit risk (continued) N5 EER B @
(i) Trade receivables and contract assets () EZENZBERGHEE
(continued) (#)
On the above basis, the ECL for trade receivables and BEEE RZZ_WOFER=F
contract assets as at 31 March 2024 and 2023 was Z=F=A=1+t—HHESREK
determined as follows: REMEHNEERREEBEE
EWT :

Trade receivables Contract assets
BaEYE EHEE
Weighted Weighted
average ECL average ECL
ECL rate Gross allowance ECL rate Gross allowance

il 337 ik 337
RARE BARE  ENRE AR
BRE 28  FRBE BRE RE  FRBR
HK$'000 HK$'000 HK$'000 HK$'000
TR TR TATL TR

As at 31 March 2024 RZE-ME=A=1-H

Collective assessment 2ETH
-Currentto 1 year pastdue ~ —EVEIZ R E 24% 65,439 1,568 22% 245,253 5,384
Individual assessment BRI - - - 100% 12,205 12,205
65,439 1,568 257,458 17,589

As at 31 March 2023 RZBZ=%=A=1-H

Collective assessment BRI
~Currentto 1 yearpastdue  —EVEIZ A4 2.4% 4233 102 2.1% 203,967 4357
Individual assessment BRI - = = 100% 12,205 12,05
4233 102 216,172 16,562
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 8% —F —JF = H=+—HIFEF

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. i BEAMREER AFEEHTE @)

VALUE MEASUREMENTS (continued)

31.5 Credit risk (continued) 155 E = B o)

(ii) Other financial assets at amortised cost

Other financial assets at amortised cost include
prepayment and deposits and cash and cash
equivalent. In order to minimise the credit risk of
prepayment and deposits. The management would
make periodic collective and individual assessment
on the recoverability of prepayment and deposits
based on historical settlement records and past
experience and current external information and
adjusted to reflect probability-weighted forward-
looking information, including the default rate where
the relevant debtors operate. Other monitoring
procedures are in place to ensure that follow-
up action is taken to recover overdue debts. In
these regards, the credit risk of other receivables is
considered to be low.

The credit risks on cash and cash equivalents
are considered to be insignificant because the
counterparties are banks/financial institutions with
high credit ratings assigned by international credit-
rating agencies.

(iii) Credit risk concentration

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement
for collateral. The Group had certain concentrations
of credit risk as the trade receivables in terms of the
following percentages were due from the Group’s
largest external customer and the Group’s five
largest external customers out of the Group's total
trade receivables:

(i) ZBHEL B EMEH
gE

REHERAGTENEMSRMEE
BREBEMNFRERREARREER
ReFEY - BBENRIEBERER
EWMEERREERE  EEE
RIREEERELEBELR
ARBEEINBER - HIBAFKIA
K32 & #) AU B 14 TE B 1T KR
K AERIFHE - W AEH T BIARKR
BRI RTIEIEESR - BFEH
REFSALEMEHAENE -
AREBMIVETHEMERRER - A
R EREURETE) AN B B R E
H e BT E - EAhREKFIAER
EERBRFERRE -

Re kR ZEMNEERRBK
BR/RTIEKX  RARHFHRE
BIER S B AR B R s BT
=EIRIT, R REE -

(ii)) EEEFEEE

HRAREEELRAIRAEER
HRE=ZETRS  HBFE
Hm - AEEAFETEESD
Rk - RRSMERAEEZA
SMNERE P R AN B A KRINEBE P
ZESRYGEEAEEE SR
WRTREREZ A T B DL -

Due from the Group’s largest N SE S N e
external customer

Due from the Group’s five largest ~ JEUANE B F AINERF
external customers

29 100

100 100
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 #Z2 —F —pU#F = H =+—HIFFZF

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. i EBREER AFETE @)
VALUE MEASUREMENTS (continued)

31.6 Liquidity risk 31.6 7 Eh 1% EL B

Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with its
financial liabilities that are settled by delivering cash or
another financial asset. The Group is exposed to liquidity
risk in respect of settlement of trade payables and its
financing obligations, and also in respect of its cash flow
management. The Group's objective is to maintain an
appropriate level of liquid assets and committed lines of
funding to meet its liquidity requirements in the short and
longer term.

The Group manages its liquidity needs on a consolidated
basis by carefully monitoring scheduled debt servicing
payments for long term financial liabilities as well as
forecast cash inflows and outflows due in day to day
business. Net cash requirements are compared to available
borrowing facilities in order to determine headroom or
any shortfalls. This analysis shows if available borrowing
facilities are expected to be sufficient over the lookout
period.

Analysed below is the Group’s remaining contractual
maturities for its non-derivative financial liabilities as at 31
March 2024. When the creditor has a choice of when the
liability is settled, the liability is included on the basis of
the earliest date on when the Group can be required to
pay. Where the settlement of the liability is in instalments,
each instalment is allocated to the earliest period in which
the Group is committed to pay.

MENERRR T AL B R ETTH B
NRNBREEH S —EMEEFTENS
RAEEHEEETNRRERH - AKE
REEBEZRNFELBTERER
ETEREREREEIE T HAZR
FlEER - ARENBERARFEE
KFERRBEE MG EAEAGHE
& NEARHEERYRSESTE -

AEEZBEREERISMAGEL
EFMEERRBRERALME -
NG e R EERARBESHE -
Re®mFafaEnHmEEmEL
BAEERBENERMTREE - D
RN R A B A TR N B R B
EEIRE e

TXERAEER T _MFE=H
=t REREFITESRARNK
TENFEHENIT - HERABEEE
EERBENKRRE  HFRESKRAS
BEZRERNRKEBHAR - Wit
FREANHEERE  BEEFHERNA
SEAGHEENRFHREALR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. iEEAMREER AEETE @
VALUE MEASUREMENTS (continued)

31.6 Liquidity risk (continued) 31.6 B M LB ()
The contractual maturity analysis below is based on the LATEHRNBEAOMHEREHEED
undiscounted cash flows of the financial liabilities. AUERBEREIEDL -

Ondemand  Over 1 year Total
or within  but within Over undiscounted Carrying
one year 5 years 5 years cash flow amount

RERY BE1F AERRE

15/ B5% R BiBsF RELE REE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAT TAT

As at 31 March 2024 R-E-_mM&E=A

=+-H
Trade and retention payables & SER B R

ENIRRES 63,732 - - 63,732 63,732
Accrual and other payables  fEATE B R Kt L

FE 1,59 - - 1,594 1,59
Bond &% 12,042 - - 12,082 11,928
Secured bank loans FEARTER 16,531 1,631 - 18,162 17,748
Lease liabilities MEaE 506 1,050 - 1,556 1,395

94,405 2,681 - 97,086 96,397

As at 31 March 2023 R-ZBZ=%ZA

=t+-H
Trade and retention payables & 5 & 508 & B

ITRRES 27,772 - - 27,772 27,772
Accrual and other payables Bzt F R E b B

HE 1,339 - - 1,339 1,339
Secured bank loans BEBRITER 605 2,117 = 2,722 2,477
Lease liabilities HEEE 616 44 = 660 649

30,332 2,161 - 32,493 32,237

The Group considers expected cash flows from financial AEBRFTEREERSERKRES
assets in assessing and managing liquidity risk, in EETMEEMNTERReRE  LHE
particular, its cash resources and other liquid assets that mHESEREIEERSHEMT
readily generate cash. The Group's existing cash resources BEE ASERERSERREM
and other liquid assets significantly exceed the cash MBEERERARSREER -

outflow requirements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 &% —ZF —p1# = =+—HIF/Z

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. i EBREER AFETE @)
VALUE MEASUREMENTS (continued)

31.7Fair value measurements of financial NTEMIAEZATEFE

instruments

Financial assets and liabilities measured at fair value in the RiFEa MBI R P EAFEFERN

consolidated statement of financial position are grouped TRMEENBEUSA=EATEE

into three levels of a fair value hierarchy. The three levels & o Z(EERERET 2 FTRE A SR

are defined based on the observability and significance of RMAEBRMEREEMFRERAT

inputs to the measurements, as follows:

-~ Level 1: quoted prices (unadjusted) in active markets - E—E:EREERAEENERE
for identical assets and liabilities. M52 B CRETE) o

-~ Level 2: inputs other than quoted prices included - EBE: pEEAEMEEL
within Level 1 that are observable for the asset or METBRIENMEAENEES
liability, either directly or indirectly, and not using B ABE B ABR(E —
significant unobservable inputs. BABERNRERRIN)

- Level 3: significant unobservable inputs for the asset - FB=E:EEIEGBENEREZX
or liability. B2 A BUR o

The level in the fair value hierarchy within which the TRIEENEERRER ANLAT

financial asset or liability is categorised in its entirety is EERANEBEAEREAFETER

based on the lowest level of input that is significant to the BEREENHEERE A -

fair value measurement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

31. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

31.7Fair value measurements of financial
instruments (continued)

The carrying amount and fair value of the Group’s
financial instrument, other than those with carrying
amounts that reasonably approximate to fair values, are as
follows:

Financial asset at FVTPL (note 16)
(MizE16)
— As at 31 March 2024

— As at 31 March 2023

—R-E-_F=A=+—H
—-R-E-_=F=A=+—H

31. MRREER AV EFTE@
NIEMIAZ AR EFE@®

AEEz M TA(ERAEAEDE
ATHEEEZ @RI AR 2 REE
R AHEWT

Carrying
amount

Fair value

ATE

BAFEFABSNEREE

4,753
4,625

4,753
4,625

Management has assessed that the fair values of trade
receivables, cash and cash equivalents, financial assets
included in prepayments and deposits, trade and
retention payables, financial liabilities included in accruals,
bond and other payables approximate to their carrying
amounts largely due to the short term maturities of these
instruments.

The Group's finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The finance manager reports directly to the
chief financial officer and the audit committee. At each
reporting date, the finance department analyses the
movements in the values of financial instruments and
determines the major inputs applied in the valuation. The
valuation is reviewed and approved by the chief financial
officer. The valuation process and results are discussed
with the audit committee twice a year for interim and
annual financial reporting.

KWONG LUEN ENGINEERING HOLDINGS LIMITED

EEECDHEEZRKFE Bk
ReEHEY s ABRNRERRER
TREE  EHRNFERENTRE
REE - FTABER - EFLHEAM
ENRENEREBENAFERER

EEHRE  ET2EARZFTANZ
HIA®AE -

AEEPMBEEFIRFHEIEEE - B
EETeMTARFEFENBER
BT  BREEEAWBRERE
BRREEWmE - NERSAHY MK
MAADMTERTANEBZSHUETE
HETEANEEHAZRIE - HEH
M REEZIAE - [HERENRE
RABEZZRES@BFETMR® -
VAV B K S BA TS R g
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RS B IS R AR Y EE

For the year ended 31 March 2024 &% —ZF —p1# = =+—HIF/Z

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. i EBREER AFETE @)
VALUE MEASUREMENTS (continued)
31.7Fair value measurements of financial

NNTEMITAEZAFEFEw@®m

instruments (continued)

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could
be exchanged in a current transaction between willing
parties, other than in a forced or liquidation sale. The
following methods and assumptions were used to estimate
the fair values.

The fair values of lease liabilities and borrowings have
been calculated by discounting the expected future cash
flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities,
and were assessed to be approximate to their carrying
amounts. The Group’s own non-performance risk for
borrowings as at 31 March 2024 and 2023 was assessed
to be insignificant.

The fair value of financial asset at fair value through
profit or loss is based on the account value less surrender
charge, quoted by the vendor. The directors believe that
the estimated fair value resulting from the valuation
technique, which is recorded in the consolidated
statement of financial position, and the related change in
fair value, which is recorded in profit or loss, is reasonable,
and that they were the most appropriate values at the end
of the reporting period.

TREEMABBZAFEFABRE
AAREARS (BENBREER
SR RIZTEAMBE LR ° fBEt R
FEERRTITERRR °

HERBRERHRTFEDNRERAR
BUGER  FERBR ISR TR
IEEH\J—I El’ﬁ‘JI?ﬁu%ﬁHﬂﬂinﬁ
//ILEI: ]I%fﬁ%éﬁﬁﬁ%@@*ﬁ
$EIB’\_§ MER=ZT=-=
E R=+— EIE’Mﬁ?KTE?\OHFﬁ?&
FTERTNERX ©

PERBAVEFABSZSREE
M AFHEDERKRFPEBERRRER
(AHERRE)FTE - EFHE - N
1&@&%%&Zﬁﬁ’&?@(iﬂ\,&?é
FBIORR) R A HEZ 18R E ) (G
AB@R)PRAE  ARREBERRZ
R&AaEEE-

2023/24 FERE o EHIRBERABRAT

161



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fre B A SRR EE

For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. i BEAMREER AFEEHTE @)

VALUE MEASUREMENTS (continued)

31.7Fair value measurements of financial
instruments (continued)

Set out below is a summary of significant unobservable
inputs to the valuation of financial instruments together RZZT_=F=RA=+—HZEKXT
with a quantitative sensitivity analysis as at 31 March A8 8 A B2 R E 2 BURE DT
2024 and 2023: E

NIEMIAZ AR EFE@®

TREJERTABER T _MF

Significant
unobservable

Sensitivity of
fair value

to the input
REEH
BWAEZHRE

Valuation
technique

input
ERFT
BR@AE

fRERI

162

Financial asset at FVTPL N/A

BAHEFABRZ SR
BE

TEH

KWONG LUEN ENGINEERING HOLDINGS LIMITED

Account values

RFEE

Surrender charge

RIRER

HK$5,508,000
(2023:
HK$5,401,000)

5,508,000 7T
(ZZ—=F:
5,401,000 7T)

HK$755,000
(2023:
HK$776,000)

755,000/ 7T
(ZB==%:
776,000567T)

e 2023/24 ANNUAL REPORT

5% (2023: 5%)

increase/(decrease) in
account values would
result in increase/
(decrease) in fair
value by HK$275,000
(2023: HK$270,000)

REEELA(TE)

5%(ZF =% :
5%) BB ATFE L
Ft/(~F&)275,000
/%717(— = —_¢ o
270,000/ 7T)

5% (2023: 5%)

increase/(decrease)
in surrender charge
would result in
decrease/(increase)
in fair value by
HK$38,000 (2023:
HK$39,000)

RRERLE(TR)

5%(-ZT - =4
5% ) EHAFET
F%,(_EF+)38,000
BT(ZF==F:
39,000/ 7T)



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B I IRaRMEE

For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

31. FINANCIAL RISK MANAGEMENT AND FAIR 31. & RAMRETER ALEFE @
VALUE MEASUREMENTS (continued)

31.7Fair value measurements of financial MNIERMIAZAFEFE@®
instruments (continued)
The following table illustrates the fair value measurement TREMASEESHIA A TER
hierarchy of the Group's financial instrument: EER :

Level 1 Level 2 Level 3 Total

E1R E2M| F3W #at

HK$'000 HK$'000 HK$'000 HK$'000
TAET TAET TAET TAET

Financial asset at FVTPL A F(EFT AEZH

—Asat31 March 2024 —R-ZT -4

=A=+—H - - 4,753 4,753
—Asat31 March 2023 —R-T-=%F

=A=+—H = = 4,625 4,625
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RS BT I SRR ML

For the year ended 31 March 2024 8% —F —JF = H=+—HIFEF

31. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (continued)

31.7Fair value measurements of financial
instruments (continued)
The movement in fair value measurement within Level
3 during the year ended 31 March 2024 and 2023 is as
follows:

31.

iR EEE R AV ETEm
NIEMI B AFEFE@
B2 -_mWgErN-_FT-_=F=HA

=+ —HIEFE - E3RANAFE
BT

At 1 April 2021 RZZE-_—FMA—H 4,497
Gain recognised in profit or loss RIB R MR S 128
At 31 March 2023 and 1 April 2023 R-E-_=F=ZA=+—HEK

—E-=FMA—H 4,625
Gain recognised in profit or loss RIBETER RN ES 128
At 31 March 2024 R-B-WNFE=A=+—H 4,753

During the year, there were no transfer of fair value
measurements between Level 1 and Level 2 and no
transfers out of Level 3 for both financial assets and
financial liabilities (2023: Nil).

32. CAPITAL MANAGEMENT

The primary objectives of the Group’s capital management are
to safeguard the Group's ability to continue as a going concern
in order to provide returns for the shareholder and to maintain
an optimal capital structure to reduce the cost of capital.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders or return capital to shareholders. No
changes were made in the objectives, policies or processes for
managing capital during the years ended 31 March 2024 and
31 March 2023.

32.

TR cREEMSHAGBRIHES
2N FEFE BT EERE - F3
BNEEH(ZT_=F  8F) o

BREHE
AEBELEENEBEMRREAEE
eSS - DRRFURMER -
BREENEBARHEESRA -

AEEEREBERNER  URHEEBLE
BEHTARE - BESXNABREALE K
£ E AT B AR MR BRSO R B sk A iR R
RBER -REE-_T-_NWE=A=1+—
BER-—Z-_=F=A=+—HIFE A&
SEWEHTEEANEN - BURSRE
{EH M &E o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2024 #2 = ZF —pYiF = A =1+ —HIF F/E

33. STATEMENT OF FINANCIAL POSITION OF 33. &AM BMRE
THE COMPANY

As at As at
31 March 2024 31 March 2023
R-B-NE RZZ==F

=A=+—H =HA=t+—H

HK$'000 HK$'000
FHxT AT
Non-current asset FRBEE
Investment in subsidiaries/a subsidiary KB AR, —EHBERRIMHRE 106,636 =5
Current asset REEE
Due from subsidiaries/a subsidiary FEUH B A F],— R E A RIFKIE 11,945 108,669
Current liabilities REBAE
Due to a shareholder JES — R R ERFIA - —*
Accruals and other payables FEET B A K Bt T 5RIE 1,779 88
Bond BEH 11,928 =
13,707 88
Net current (liabilities)/assets RE(AE) BEEFE (1,762) 108,581
Net assets BEE 104,874 108,581
Equity R
Share capital &7 10,000 10,000
Reserves (note) bt (fsE) 94,874 98,581
Total equity AR 104,874 108,581
*  Less than HK$500. *  {KR500/E 7T °
Lin Rida Yip Kwong Cheung
MBEE EEH
Chairman and Executive Director Executive Director
TERHTEE HITEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2024 B2 = F —JF = H =+—HIFF/E

33. STATEMENT OF FINANCIAL POSITION OF 33. A BB & AR R 3+’ @)
THE COMPANY (continued)

Note: A summary of the Company’s reserves is as follows:

Bt : ARAIRBEOMELT

Share Accumulated
premium losses Total
BRA5EE RitBER et
HK$'000 HK$’'000 HK$'000
FAT FHT FET
Balance at 1 April 2022 RZE-—FWUA—HZ&EH 102,645 (1,866) 100,779
Loss and total comprehensive F N E1E &k 2 FEH X E5E
expense for the year = (2,198) (2,198)
Balance at 31 March 2023 RZTEZ=F=A=+—HK
and 1 April 2023 ZE-=FMNA—HzER 102,645 (4,064) 98,581
Loss and total comprehensive & A58 & 2 T 7 S 4858
expense for the year - (3,707) (3,707)
Balance at 31 March 2024 ~ WZZZWF=A=+—HZ
“EeR 102,645 (7,771) 94,874
34. EVENTS AFTER THE REPORTING PERIOD 34. REHEREBH

(a)

KWONG LUEN ENGINEERING HOLDINGS LIMITED

On 10 April 2024, the Company and a placing agent
entered into a placing agreement, pursuant to which
the placing agent has conditionally agreed to act as
the placing agent of the Company for the purpose
of procuring, on a best effort basis, the placing of a
maximum of 200,000,000 placing shares to not less than
six placees who and whose ultimate beneficial owners
are third parties independent of the Company and its
connected persons at the placing price of HK$0.180 per
placing share (the “Placing”). The Directors intend to use
the net proceeds from the Placing as the general working
capital of the Group.

Further details of the Placing are set out in the
announcement of the Company dated 10 April 2024 and
the supplemental announcements of the Company dated
24 April 2024, 14 May 2024, 4 June 2024 and 21 June
2024.

(a)

RZE-_NFMA+AH - KA R
EREITZEEHE - Bt - BER
BEAKRGEREETARANEENR
12 - DA R # A% % 200,000,0000%
MEBRGRE T TLRANBERA
MZEARARESEE=EE ALY
EBBYNARBREBEATHE=
7 RREEAEBRESKH%0.1808 T
(IBEEHE]) - EFHRBREESEA
BHRIEFEREAERN —REEES
f_é °

IS EIEME P FBHRARAFH
AT _MEFNA+HMNAEN R
AAFRBHA T _MFEWMA -+
B -ZZ-_MFEFRAA+THA - —-F
THFENRANB N T _MNENA
iy o= e OF B /N
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2024 &% —ZF —p1# = =+—HIF/Z

34. EVENTS AFTER THE REPORTING PERIOD

(continued)

(b) Subsequent to the end of reporting period, Shenzhen
Guanglianxing paid the remaining partial deposit
of RMB3,808,000 (equivalent to approximately
HK$4,127,000) to the Supply Chain Management
Company (Note 19).

(€ In July 2024, Shenzhen Guanglianxing has entered
into termination agreements with Customer Z and the
Supply Chain Management Company to terminate the
Arrangements (Note 19), and received the full refund
of the deposits paid of RMB8,562,500 (equivalent to
approximately HK$9,280,000) from the Supply Chain
Management Company.

34. HFEMERSEH@

(b)

RIREEIARE - | BB ) £ S
EEARINBTHEIREARE
3,808,000 7t ( 48 & M %7 4,127,000 7
7o) (FEE19) o

RZZZWNFEER - R B EER
PRt EEER AR R I -
LASR I EZBE(F3E19) » 3F B U B e
HEENRZERENENIEEAR
#£8,562,5007T (18 & 7 499,280,000/
JT) °
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FINANCIAL SUMMARY
gy 21k

For the year ended 31 March
HE-A=t-HLEE
2020 2021 2022 2023 2024

e e e e L ST

—<—=< —<— —_—<—— —<— —_<—

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAL TR

Revenue Wz 404,825 481,710 548,339 338,318 618,193
Cost of sales HERA (352,608) (420,887) (502,672) (326,408)  (583,434)
Gross profit ES ] 52,217 60,823 46,167 11,910 34,759
Other income and gains Ef A Rl 450 4,569 1,538 6,337 1,338
Administrative expenses TBEX (4,157) (7,523) (11,409) (11,074) (11,425)
Fair value (l0ss)/gain on a financial asset % AFExT ABZNERE

at fair value through profit or loss EZATE(ER)/ s - (1,064) 147 128 128
Expected credit losses on BHAERBEEER

contract assets - (2,158) (6,976) (7,428) (1,027)
(Expected credit losses)/reversal of  (3T12),/BE1E 5 RN FIE

expected credit losses on trade EHEEER

receivables - (78) (665) 641 (1,466)
Finance costs BMEKA (195) (289) (541) (667) (1,144)
Listing expenses ilib3 (1,935) (14,267) = = -
Profit/(loss) before income tax  FRFFEHATER/ (B518) 46,380 40,013 28,261 (153) 21,163
Income tax (expenses)/credit FER(RY), /K% (7,972) (8,879) (4,742) 1,154 (3,903)

Profit and total comprehensive &7 Rl A FE(G & RisH
income for the year REZEWRER
attributable to owners
of the Company 38,408 31,134 23,519 1,001 17,260

As at 31 March
R=B=+-H
2020 2021 2022 2023 2024

—ZE-FE —T--F - —E-=F CZE-QNF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL THT THL THET TET

Assets and Liabilities EEREE
Non-current assets FRBEE 26,316 31,795 42,221 61,59 52,025
Current assets MEBEE 65,862 83,246 240,447 231,118 329,147
Non-current liabilities FRBDER 3,981 4332 7,551 8,747 7,830
Current liabilities nEaE 24,783 29,887 50,516 34,846 106,961
Total equity EREE 63,414 80,822 224,601 249,121 266,381

Note: The summary above does not form part of the audited financial  Ffiz @ Eii#EE YN TEK KB FERET N —Z D -
statements.
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