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BUSINESS REVIEW

During the six months ended 30 September
2020, K. H. Group Holdings Limited (the
“Company”) and its subsidiaries (collectively,
the “Group”) were principally engaged in the
provision of foundation services and leasing
of machinery in Hong Kong.

There were 12 active projects as at
30 September 2019. As at 30 September
2020, one of these projects has been
practically completed while the other 11
projects remained in progress.

Six new projects were awarded to the
Group during the twelve months ended
30 September 2020 and one of these
projects has been practically completed while
the other 5 projects remained in progress
as at 30 September 2020. There were a
total of 16 active projects in progress as at
30 September 2019.

FINANCIAL REVIEW

Revenue

The Group’s overall revenue increased by
196.9% from approximately HK$128,557,000
during the six months ended 30 September
2019 to approximately HK$381,657,000
during the six months ended 30 September
2020.

The increase in the Group’s overall revenue
was mainly attributable to the new projects
undertaken by the Group during the six
months ended 30 September 2020.
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Gross Profit/Gross Profit Margin

The Group’s overall gross profit increased
by 83.7% from approximately HK$7,317,000
during the six months ended 30 September
2019 to approximately HK$13,444,000 during
the six months ended 30 September 2020.
The increase in gross profit was mainly due to
a significant increase in revenue as mentioned
above.

The Group’s overall gross profit margin
decreased from approximately 5.7% during
the six months ended 30 September 2019
to approximately 3.5% during the six months
ended 30 September 2020. The decrease
in the gross profit margin was mainly due to
the fact that additional costs were incurred
towards the completion stage of certain
foundation projects.

Other Income

The Group’s other income increased from
approximately HK$364,000 during the six
months ended 30 September 2019 to
approximately HK$5,936,000 during the six
months ended 30 September 2020. Such
increase was mainly due to i) recognition
of a non-recurring imputed interest income
of approximately HK$2,981,000 arose from
the second extension of the repayment
period of the Unsecured Loan (as defined in
section “DEBTS AND CHARGE ON ASSETS”)
and ii) receipt and recognition of a non-
recurring Government grant of approximately
HK$2,924,000 under the Employment
Support Scheme launched by the HKSAR
Government during the six months end
30 September 2020. No such incomes were
recognised during the six months ended
30 September 2019.
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Administrative Expenses

The Group’s administrative expenses was
approximately HK$13,871,000 during the six
months ended 30 September 2020 which is
comparable to the administrative expenses
of approximately HK$14,103,000 during the
corresponding period in 2019.

Net Profit/(Loss)

As a result of the abovementioned, during the
six months ended 30 September 2020, the
Group reported a net profit of approximately
HK$1,675,000 (during the six months
ended 30 September 2019: a net loss of
approximately HK$9,922,000).

PROSPECTS

The Group has benefited from the strong level
of outstanding value of the contracts on hand
as mentioned in the Chairman’s Statement
in the annual report 2019/20. The Group’s
overall revenue increased by approximately
196.9% to approximately HK$381,657,000
during the six months ended 30 September
2020 (six months ended 30 September
2019: approximately HK$128,557,000). The
profit and total comprehensive income for
the six months ended 30 September 2020
attributable to owners of the Company
amounted to approximately HK$1,675,000
(2019: loss and total comprehensive income
of approximately HK$9,922,000).
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The Group’s outstanding value of the
contracts on hand as at 30 September
2020 was approximately HK$1,269 million
(31 March 2020: approximately HK$310
million). The turnover of the Group for the 2nd
half of the year are likely to secure.

Notwithstanding the above, in view of the
impact of the outbreak of the social unrest
and Covid-19, the foundation industry in
Hong Kong remains challenging. The Group
will continue to adopt different tendering
strategies by widening its customer base
and implementing tight cost control so as to
maintain its competitiveness and protect its
shareholders’ interests.

Apart from foundation services and leasing
of machinery, the Group will continue to
explore and identify any suitable investment
opportunities in order to broaden our
revenue base to maximise the return to our
shareholders.

Looking ahead, the Board remains prudently
optimistic about the prospects of the
foundation industry in Hong Kong. The
Group will continue to exercise due care in
pursuing its core business and promoting its
development plans so as to balance the risks
and opportunities in the foundation industry in
Hong Kong. The Group will also closely and
carefully monitor the latest development in the
global economy and foundation industry in
Hong Kong and adjust its business strategies
from time to time if required.
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DEBTS AND CHARGE ON ASSETS
As at 30 September 2020, the total debts
of the Group, including bank borrowings,
lease liabilites and other borrowings is
approximately HK$146,979,000 (31 March
2020: approximately HK$152,862,000).

As at 30 September 2020, the Group’s
banking facilities were secured by (i) the
Group’s trade receivables and retention
receivables under contract assets or
contract liabilities of approximately
HK$51,354,000 (31 March 2020:
approximately HK$44,289,000); (ii) the
Group’s pledged bank deposits of
approximately HK$16,338,000 (31 March
2020: approximately HK$16,308,000); (iii) the
Group’s right-of-use assets and property,
plant and equipment with total net carrying
amounts of approximately HK$32,642,000
(31 March 2020: approximately
HK$34,829,000); (iv) the Group’s deposit
and prepayment for a life insurance policy
of approximately HK$8,980,000 (31 March
2020: approximately HK$9,003,000); and (v)
the corporate guarantee executed by the
Company.

Save as above, pursuant to the terms
of the sales and purchase agreement
entered between New Grace Gain Limited
(“New Grace Gain”) and Blessing Well
Enterprise Limited (the current controlling
shareholder of the Company) (“Blessing
Well”) on 27 April 2018, New Grace Gain
provided an unsecured, interest-free loan of
HK$100,000,000 to the Company on 25 May
2018 for a term of 30 months (the “Unsecured
Loan”). New Grace Gain shall not be entitled
to demand early repayment and the Company
has no right to make early repayment of the
Unsecured Loan.
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During the year ended 31 March 2020,
New Grace Gain and the Company entered
into a supplemental agreement (“Agreement
1”) to extend the repayment period of the
Unsecured Loan for 6 months, ie. the
repayment term of 30 months has been
extended to 36 months.

During the period ended 30 September
2020, New Grace Gain and the Company
further entered into a second supplemental
agreement (“Agreement 2”) to further extend
the repayment period of the Unsecured Loan
for 6 months, i.e. the repayment term of 36
months has been extended to 42 months.

Save as the extension of the repayment
period under the Agreement 1 and
Agreement 2, other terms and conditions of
the Unsecured Loan remain unchanged.

Borrowings were denominated in Hong
Kong Dollars (“HK$”) and interests on bank
borrowings were mainly charged at floating
rates. The Group currently does not have any
interest rate hedging policy while the Group
pays vigilant attention to and monitors interest
rate risks continuously and cautiously.
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LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The Group normally funds its liquidity and
capital requirements primarily through capital
contributions from the shareholders and
banks and other borrowings.

As at 30 September 2020, the Group had
pledged bank deposits and bank and cash
balances of approximately HK$80,460,000
(31 March 2020: approximately
HK$87,370,000). The gearing ratio of the
Group as at 30 September 2020 (defined as
the total borrowings divided by total equity)
was 156.2% (31 March 2020: 165.4%). As at
30 September 2020, the current ratio of the
Group was 1.3 (31 March 2020: 1.5).

During the six months ended 30 September
2020, the Group did not employ any financial
instruments for hedging purpose.

FOREIGN EXCHANGE EXPOSURE

The Group has minimal exposure to foreign
currency risk, as except for United States
Dollar (“US$”) denominated deposit and
prepayment for a life insurance policy, most of
its business transactions, assets and liabilities
are principally denominated in HK$, the
functional currencies of the Group’s entities.
The Group currently does not have a foreign
currency hedging policy in respect of foreign
currency transactions, assets and liabilities.
The Group monitors its foreign currency
exposure closely and will consider hedging
significant foreign currency exposure should
the need arise.

Sensitivity analysis on life insurance policy
will not be performed as US$ is pegged
against HK$ and the risk of movements in
exchange rates between US$ and HK$ to be
insignificant.
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SIGNIFICANT INVESTMENTS, MATERIAL
ACQUISITIONS OR DISPOSALS

During the six months ended 30 September
2020, the Group did not have any significant
investments, material acquisitions or
disposals.

CAPITAL COMMITMENTS

As at 30 September 2020, the Group did
not have any significant capital commitments
(31 March 2020: Nil).

CONTINGENT LIABILITIES AND
LITIGATIONS

Save as disclosed in note 17 to the
condensed consolidated interim financial
statements, the Group did not have any other
significant contingent liabilittes and major
litigations as at 30 September 2020.

EVENT AFTER THE REPORTING PERIOD
There have been no material events occurring
after the reporting period and up to the date
of this interim report.

EMPLOYEES AND REMUNERATION
POLICY

As at 30 September 2020, the Group
had 169 employees (31 March 2020: 132
employees). Most of the Group’s employees
are foundation workers in Hong Kong. The
remuneration policy and package of the
Group’s employees are reviewed periodically.
Apart from the Mandatory Provident Fund
and in-house training programmes, salaries
increments and discretionary bonuses may
be awarded to employees according to the
assessment of individual performance. The
total staff costs incurred by the Group during
the six months ended 30 September 2020
were approximately HK$32,002,000 (during
the six months ended 30 September 2019:
approximately HK$26,403,000).
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INTERIM DIVIDEND

The Board does not recommend the payment
of an interim dividend to the shareholders for
the six months ended 30 September 2020.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'’S LISTED SECURITIES
During the six months ended 30 September
2020, neither the Company nor any of its
subsidiaries purchased, sold or redeemed
any listed securities of the Company.

CORPORATE GOVERNANCE

Save as disclosed below, during the six
months ended 30 September 2020, the
Company had complied with the code
provisions of the Corporate Governance Code
(the “CG Code”) as stated in Appendix 14 of
the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”).

In respect of code provision C.2.5 of the
CG Code, the Company should have an
internal audit (the “lIA”") function. Although
the Company did not establish a standalone
IA department during the six months ended
30 September 2020, the Board had put in
place adequate measures to perform the IA
function at different aspects of the Group as
the Company considers that close and regular
supervision by the Executive Directors and
senior management, and the maintenance of
internal control guidance and procedures on
the Group’s critical operational cycles could
provide sufficient and effective internal control
and risk management functions. Details of
which were disclosed in the Company’s
annual report 2019/20.
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The Board regularly reviews the effectiveness
of the Group’s internal control system which
includes financial, operational and compliance
controls and risk management functions.

The Board will review the need for the IA
function on an annual basis.

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code
for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) as set out
in Appendix 10 to the Listing Rules as its
own code of conduct for dealing in securities
of the Company by the Directors. All the
Directors have confirmed, following specific
enquiry by the Company, their compliance
with the required standard set out in the
Model Code throughout the six months
ended 30 September 2020.

SHARE OPTIONS

Share Option Scheme

The Company adopted a share option
scheme on 19 February 2016 (the “2016
Share Option Scheme”). Details of the 2016
Share Option Scheme are set out in the
Company’s annual report 2019/20. No share
option has been granted under the 2016
Share Option Scheme since its adoption.
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DISCLOSURE OF INTERESTS

Directors’ Interests in the Company and
Associated Corporation

As at 30 September 2020, the interests and
short positions of Directors in the shares,
underlying shares and debentures of the
Company or its associated corporations (within
the meaning of Part XV of the Securities and
Futures Ordinance (Cap. 571) (the “SFQO”), as
recorded in the register required to be kept by
the Company under section 352 of the SFO, or
as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code,
were as follows:

(i) Long position in ordinary shares of the
Company

gooo
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Approximate
percentage of
interest in the

Total number
of shares held/

Capacity/Nature interested Company
Name of Director of interest 00000 0O0O0OO0OO0oOOo
gooo goooood gooooo goooo
Mr. Chen Rongsheng Interest in a controlled 300,000,000 75%
(“Mr. Chen”) corporation (Note)
goooOoOoooom gooooo gooo
Note: These shares are held by Blessing Well 000 ODOoOooooooooooo
which is wholly-owned by Sendlink 0O Sendlink LimitedD O O 00O
Limited. Hence, Sendlink Limited is gOoooooooDooooo
deemed to be interested in the shares Sendlink LimitedD OO0 OO0 OO
of the Company held by Blessing O0O0o0o0o0OoDOOooooDoog
Well under the SFO. As Sendlink 0 Sendlink LimitedO 0 00O 0O O
Limited is wholly-owned by Mr. Chen, oo0o0ooooooooooo
consequently, Mr. Chen is deemed 00000ooooooooo
to be interested in the shares of the goooooooog

Company held by Blessing Well under

the SFO.



(i) Long position in the ordinary shares of
associated corporation

Interim Report 2020/2021 15
2020/20210000

() oooooooooon

Approximate
Total number  percentage of
of shares held  shareholding

Name of in associated  in associated
associated Capacity/Nature corporation corporation
Name of Director corporation of Interest ooooo ooooo
gooo goooooo goooooao gooooo ooooooo
Mr. Chen Sendlink Limited Interest in a controlled 1 100%
ooo Sendlink Limited cooperation
oooooa
Mr. Chen Blessing Well Beneficial owner 1 100%
goao oo ooooo

Substantial Shareholders’ Interests in
the Company

goboooogoooo

As at 30 September 2020, the following OO0OOOOO0ODOO0OODOOOOOODODO
interests and short positions of 5% or more OO0OO0OO0O0O0O0O00O0O00O0O33600
of the shares and underlying shares of the OO000O0O0OO0O0OO0O0OODOOOOCOOO
Company were recorded in the register of 0056 0000000000
interests required to be kept by the Company
pursuant to section 336 of the SFO:
Approximate
Total number percentage of
of shares held/ interest in the
interested Company
Name Nature of interest 00000 ooooooo
ooooo oooo oooooo ooooao
Blessing Well Beneficial owner 300,000,000 75%
oo goooo
Sendlink Limited (Note 1) Interest in a controlled 300,000,000 75%
Sendlink Limited] O 0 10 cooperation
goooooo
Mr. Chen (Note 2) Interest in a controlled 300,000,000 75%
oomooad corporation

ooooon
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Note 1:

Note 2:

Save

These shares are held by Blessing Well
which is wholly-owned by Sendlink
Limited. Sendlink Limited is deemed
to be interested in the shares of the
Company held by Blessing Well under
the SFO.

These shares are held by Blessing Well
which is wholly-owned by Sendlink
Limited. Sendlink Limited is therefore
deemed to be interested in the shares
of the Company held by Blessing Well
under the SFO. As Sendlink Limited is
wholly-owned by Mr. Chen, Mr. Chen is
deemed to be interested in the shares of
the Company through Sendlink Limited
and Blessing Well under the SFO. Mr.
Chen is not a concert party under the
Codes on Takeovers and Mergers and
Share Buy-backs.

as disclosed above, as at

30 September 2020, no person, other than
the Directors, whose interests are set out

in the

section “Directors’ Interests in the

Company and Associated Corporation”

above,

had registered an interest or short

position in the shares or underlying shares

of the

Company that was required to be

recorded pursuant to section 336 of the SFO.
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REVIEW OF THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

The audit committee of the Company
(the “Audit Committee”) comprises three
Independent Non-executive Directors with
written terms of reference in accordance with
the requirements of the Listing Rules, and
reports to the Board. The Audit Committee
has reviewed and discussed with the
management the condensed consolidated
interim financial statements of the Group for
the six months ended 30 September 2020.

APPRECIATION

The Board would like to express its sincere
gratitude to the management of the Group
and all the staff for their hard work and
dedication, as well as its shareholders,
business associates and other professional
parties for their support throughout the
period.

On behalf of the Board
Mr. Chen Rongsheng

Chairman

Hong Kong, 20 November 2020
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For the six months ended 30 September 2020
goooogoooboooooooo

Six months ended
30 September
00oOoooooooao

2020 2019
goooo goooo
(Unaudited) (Unaudited)
gooooo oooooo
Note HK$’000 HK$’000
oo ooo oood
REVENUE oo 4 381,657 128,557
Cost of services rendered ooooooo (368,213) (121,240)
GROSS PROFIT 0o 13,444 7,317
Other income gooa 5 5,936 364
Administrative expenses oooo (13,871) (14,103)
PROFIT/(LOSS) FROM goooooo
OPERATIONS oooo 5,509 (6,422)
Finance costs oooo 6 (3,834) (3,500
PROFIT/LOSS) BEFORE TAX 00000 OO0 1,675 (9,922)
Income tax expense opooon 7 - -
PROFIT/(LOSS) AND TOTAL 000D ODO
COMPREHENSIVE oooo
INCOME FOR THE oomoom
PERIOD ATTRIBUTABLE oooooo
TO OWNERS OF THE
COMPANY 8 1,675 (9,922)
HK$ HK$
oo oag
EARNINGS/(LOSS) PER oooomooo
SHARE
- Basic -00 10(a) 0.4 cents[] (2.5 centsO)

— Diluted -0a 10(b) N/AO O O N/AD O O
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Condensed Consolidated Statement of Financial Position
000000000

As at 30 September 2020
gooooOooobooo

30 September 31 March

2020 2020

ooooao ooooo
ooooo oooooao
(Unaudited) (Audited)
oooooo ooooo

Note HK$’000 HK$'000
oo ooo ooo

NON-CURRENT ASSETS
Property, plant and
equipment 1 23,810 24,896

oo
oo
oo
0o
oo
O
O
O

Deposit and prepayment for 0000000
a life insurance policy ooooooao 8,980 9,003
Right-of-use assets ooooo 12 28,915 32,373
61,705 66,272
CURRENT ASSETS 0oooo
Inventories oo 3,488 4,167
Trade receivables oooooao 13 97,015 41,098
Contract assets oooo 253,655 207,707
Prepayments, depositsand 00000000
other receivables oooooo 100,841 12177
Pledged bank deposits ooooooao 16,338 16,308
Bank and cash balances ooooooo 64,122 71,062
535,459 352,519
CURRENT LIABILITIES gooo
Trade and retention poooooao
payables oooOoOo 14 289,505 158,725
Contract liabilities oooo 32,483 5,272
Accruals and other payables 00000 OO
gooo 34,106 9,516
Lease liabilities oooo 4,830 9,745
Bank borrowings, secured oooooooo 49,255 49,740
410,179 232,998
NET CURRENT ASSETS oooooao 125,280 119,521
TOTAL ASSETS LESS gooooooo

CURRENT LIABILITIES 186,985 185,793
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oooooooooo

Condensed Consolidated Statement of Financial Position 000000000

As at 30 September 2020
gooooooobooo

30 September 31 March
2020 2020
goooao ooooao
ooooo gooooo
(Unaudited) (Audited)
gooooo goooo
Note HK$’000 HK$'000
0o ooo ooo
NON-CURRENT LIABILITES OO0O00O
Lease liabilities oooo - 483
Other borrowing, unsecured 00000000 15 92,894 92,894
92,894 93,377
NET ASSETS oooo 94,091 92,416
CAPITAL AND RESERVES goooo
Share capital 0o 16 4,000 4,000
Reserves oo 90,091 88,416
TOTAL EQUITY gooo 94,091 92,416
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Condensed Consolidated Statement of Changes in Equity
000000000

For the six months ended 30 September 2020
gooooooooooooooo

Attributable to owners of the Company

oooooooo
Retained
profits/
Share Share (accumulated Total
capital  premium losses) equity
ooooao
oo 0000 oooooo oooo
HK$'000  HK$'000 HK$'000  HK$'000
goo ooo goo goo
(Note 16)
000160
As at 31 March 2019 gooooooooooon
(audited) ooooo 4000 84,403 3,004 91,407
Total comprehensive income 000000000
and changes in equity oooo
for the period (unaudited) oooooo - - (9,922) (9,922)
As at 30 September 2019 poooooooooo
(unaudited) ooooon 4,000 84,403 (6,918) 81,485
As at 31 March 2020 gooooooooooo
(audited) ooooo 4,000 84,403 4,013 92,416
Total comprehensive income 000000000
and changes in equity oooo
for the period (unaudited) oooooo - - 1,675 1,675

As at 30 September 2020 poooooooooo
(unaudited) pooooo 4,000 84,403 5,688 94,091
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Condensed Consolidated Statement of Cash Flows
000000000

For the six months ended 30 September 2020
goooogoooboooooooo

Six months ended
30 September
goooooooooo

2020 2019
ooooo ooooao
(Unaudited) (Unaudited)
ooooono ooooog
Note HK$’000 HK$'000
0o ooo oong
NET CASH (USED IN)/ ooomood™
GENERATED FROM oooooo
OPERATING ACTIVITIES (88) 1,762
Interest received oooo 31 39
Purchases of property, plant 00000000
and equipment oo 1n (787) (128)
Increase in pledged bank poooooo
deposits oo (30) 43)
NET CASH USED IN goooogao
INVESTING ACTIVITIES oooo (786) (132)
Bank borrowings raised oooooo 71,682 48,623
Repayment of bank oooooo
borrowings (71,726) (58,417)
Capital element of lease opoooooo
rentals paid oooo (5,398) (5,981)
Interest element of lease ooooooo
rentals paid oooo (183) (340)
NET CASH USED IN oooooo
FINANCING ACTIVITIES oooo (5,625) (16,115)
NET DECREASE INCASH 00000000
AND CASH EQUIVALENTS gogo (6,499) (14,485)
Cash and cash equivalents 0000000
at beginning of period ooao 68,616 69,372
Cash and cash equivalents 0000000
at end of period 0oo 62,117 54,887
ANALYSIS OF CASH AND ooooao
CASH EQUIVALENTS oooon
Bank and cash balances 0Dpoooooo 64,122 55,935
Bank overdrafts oooo (2,005) (1,048)

62,117 54,887
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Notes to the Condensed Consolidated Interim Financial Statements
000000000000

For the six months ended 30 September 2020
gooooooooooooooo

1. GENERAL INFORMATION 1 0O0O0O0O
The Company was incorporated in the Joo0ooooooooooooDD
Cayman Islands with limited liability on gooooboooobooboboboD
23 July 2015 under the Companies Law gooooooooooooDoo
of the Cayman Islands. The address of 0 P. O. Box 1350, Clifton House, 75
its registered office is at P. O. Box 1350, Fort Street, Grand Cayman, KY1-1108,

Clifton House, 75 Fort Street, Grand Cayman IslandsO0 0 0 000000
Cayman, KY1-1108, Cayman Islands. The gooooDooooDo1woooDD
address of its principal place of business go8uodiooopooobooD
is Unit 01, 82/F International Commerce gooooooboooooooooo
Centre, 1 Austin Road West, Kowloon, oooOomooooooood
Hong Kong. The Company’s shares
are listed on the Main Board of The
Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) since 18 March
2016.
The Company is an investment holding gooooooboboobgooa
company. The Group is principally gooooooooooooooo
engaged in the provision of foundation goooo
services and leasing of machinery in
Hong Kong.

2. BASIS OF PREPARATION 2. 0000
These condensed consolidated gooooooooooooooo
interim financial statements have been gooooomoooocoooOoo
prepared in accordance with Hong Jgooo00o0oooDmooooooom
Kong Accounting Standard (“HKAS”) jdoo0omoooooomooo
34 “Interim Financial Reporting” issued goooDooooooooooo
by the Hong Kong Institute of Certified JgooooooooooooboD
Public Accountants (“HKICPA") as gooooooooooooooo

well as with the applicable disclosure
requirements of Appendix 16 to
the Listing Rules. The condensed
consolidated interim financial statements
are unaudited but have been reviewed by
the Audit Committee of the Company.
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For the six months ended 30 September 2020
gooooooooooooooo

BASIS OF PREPARATION (Continued)
The accounting policies and methods
of computation used in the condensed
consolidated interim financial statements
for the six months ended 30 September
2020 are the same as those followed
in the preparation of the Group’s
annual financial statements for the year
ended 31 March 2020, except for the
accounting policy changes that are
expected to be reflected in the 2020/21
annual financial statements.

The condensed consolidated interim
financial statements do not include
all the information and disclosures
required in the annual financial
statements and thereby should be
read in conjunction with the Group’s
annual financial statements for the year
ended 31 March 2020 which have been
prepared in accordance with the Hong
Kong Financial Reporting Standards
(“HKFRSs”) issued by the HKICPA.

ooooooog
oooooooQ
ODooooooQn
oooOdooo
oooOdpgoo

ooooooo
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For the six months ended 30 September 2020
gooooooooooooooo

BASIS OF PREPARATION (Continued)
Application of amendments to
HKFRSs

In the current interim period, the
Group has applied the Amendments
to References to the Conceptual
Framework in HKFRS Standards and
the following amendments to HKFRSs
issued by the HKICPA, for the first
time, which are mandatorily effective
for the annual period beginning on or
after 1 April 2020 for the preparation
of the Group’s condensed consolidated
financial statements:

Amendments to HKAS 1 and HKAS 8
0ooooooilioogdooooo
ggoood

Amendments to HKFRS 3
O00o0oo0oo0ooo3moooo

The application of the Amendments
to References to the Conceptual
Framework in HKFRS Standards and the
amendments to HKFRSs in the current
period has had no material impact on
the Group’s financial positions and
performance for the current and prior
periods and/or on the disclosures set
out in these condensed consolidated
financial statements.

In addition, the Group has applied the
following accounting policies which
became relevant to the Group in the
current interim period.
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For the six months ended 30 September 2020
gooooooooooooooo

BASIS OF PREPARATION (Continued)
Government grants

A government grant is recognised at
the fair value of the asset received or
receivable by the Group. A government
grant that does not impose specified
future performance conditions on the
Group is recognised in income when
the grant proceeds are receivable. A
government grant that imposes specified
future performance conditions on the
Group is recognised in income only when
the performance conditions are met.
Government grants received before the
revenue recognition criteria are satisfied
are recognised as liabilities.

SEGMENT INFORMATION

Operating segment information
Operating segments are identified on
the basis of internal reports about
components of the Group that are
regularly reviewed by the chief operating
decision maker in order to allocate
resources to the segment and to assess
its performance.

The directors consider that the Group
manages its businesses by divisions,
which are organised into business units
based on their services provided, and
has the reportable operating segments
as follows:

()  Foundation — provision of foundation
services

(i) Leasing — leasing of machinery

oooouoo

oooo
gooooobooooooDboo
gooooocoooboooooo
ooooooocooooooooboo
gogoooooooooooboo
gooooobooooooooo
oooooooooooooooboo
goooooboobo0oooooo
obobooooooboo
gooo

gooooo
gooooooooobobooboD
ggoooooooobboooo
goobooooooooooooo
oad
oboooooobooooooono
oooooooboDoooooooon
gbooooobooooooo

() 00-000000

i) OO0 -oo00o0



administrative expenses and directors’
emoluments.
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For the six months ended 30 September 2020
0000000000000000
SEGMENT INFORMATION (Continued) 3. O00O0OJOO
Operating segment information ooopooooo
(Continued)
The reportable segments are identified gopopooooooooooDoOoD
in a manner consistent with the way in Joo0DOD0ooDo0ooDo00o0oDOoooD
which information is reported internally gooooobooboooomoo
to the Group’s senior executive ooo
management for the purposes of
resource allocation and performance
assessment.
Foundation Leasing Total
oo oo oo
Six months ended Six months ended Six months ended
30 September 30 September 30 September
00000000000 00000000000 00000000000
2020 2019 2020 2019 2020 2019
00000 opoooo 00000 opoooo OOOOO ooOoOoO
(Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
000000 0ooO0D 000000 0oDOOO0 000000000000
HK$'000  HK$000  HK$000  HK$000  HK$000  HK$'000
ooo 0oo ooo 000 0oo 0oa
Reportable segment revenue gopoooooo 381,657 127411 - 1146 381,657 128,557
Reportable segment results pooooooo 10,295 3119 (1192) (234) 9,103 2,885
Unallocated corporate income 0000000 5,905 -
Central administrative expenses 0000000
and Directors’ remuneration 0ooao (13,333) (12,807)
Profit/(loss) before tax oooooo
oooo 1,675 (9.922)
All of the segment revenue reported goodoooOOoOoobooouoboboOoo
above is from external customers. gooo
Segment results represent profit/(loss) gooDo0ooooooooooooo
attributable to the segment without goooooobbooooooDooo
allocation of corporate income, central Mmoo
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For the six months ended 30 September 2020
gooooooooooooooo

3. SEGMENT INFORMATION (Continued) 3. 00 0OJOO
Segment assets and liabilities gooooog
The following is an analysis of the gboooooobboooobooob
Group’s assets and liabilities by operating goooooo
segments:
30 September 31 March
2020 2020
ooooag ooooo
ooooao oooooo
(Unaudited) (Audited)
gooooo goooo
HK$'000 HK$’000
ooao oono
SEGMENT ASSETS goog
Foundation 0o 511,709 328,396
Leasing oo 16,499 17,603
Total segment assets oooooo 528,208 345,999
Unallocated assets ooooao 68,956 72,792
Consolidated assets oood 597,164 418,791
SEGMENT LIABILITIES ooodo
Foundation 0o 379,326 222,650
Leasing oo 3,193 4,514
Total segment liabilities oooooa 382,519 227164
Unallocated liabilities oooon 120,554 99,211
Consolidated liabilities oooo 503,073 326,375




For the six months ended 30 September 2020
gooooooooooooooo

SEGMENT INFORMATION (Continued)
Segment assets and liabilities
(Continued)

For the purposes of monitoring segment
performance and allocating resources to
segment:

(i)  All assets are allocated to reportable
segments other than the unallocated
assets; and

(i) Al liabilities are allocated to
reportable segments other than
those unallocated liabilities which
are centrally managed by the
Group’s management.

Seasonality of operations
The Group’s operations are not subject
to significant seasonal factors.

REVENUE
An analysis of the Group’s revenue is as
follows:
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oo
gooooobooooboobo

oo
Jooooooooo
Six months ended

30 September
goooooooooo

2020 2019

ooooo ooooog

(Unaudited) (Unaudited)

ooooono oooooa

HK$’000 HK$'000

ooo oong

Foundation oo 381,657 127,411
Leasing 00 - 1,146
381,657 128,557




K. H. Group Holdings Limited
jooooooooo

30

Notes to the Condensed Consolidated Interim Financial Statements D000 00000000

For the six months ended 30 September 2020

gooooooboooobooono

5. OTHER INCOME

5. 0000

Six months ended
30 September
Oooooooooooo

2020 2019
ooooQ ooooo
(Unaudited) (Unaudited)
oooooOo opoooooo
HK$’000 HK$’'000
ooo oono
Government grant income 000000 2,924 -
Interest income oooaog 31 39
Imputed interest income on O OOOO0O0O
other borrowing (note 15) gooao
0o oisd 2,981 -
Sundry income oooao - 325
5,936 364
6. FINANCE COSTS 6. ODUOOO
Six months ended
30 September
Oooooooooog
2020 2019
ogoooaod ooooo
(Unaudited) (Unaudited)
gooooo pooood
HK$’000 HK$’000
ooo ood
Interest on bank borrowings 0O 00O O 835 572
Interest on lease liabilities ooooog 183 398
Imputed interest expenses 0000000
on other borrowing gooo
(note 15) 00 0oi1sd 2,981 2,889
3,999 3,859
Less: Amount attributable 0000 OO
to contract works oooog (165) (359)
3,834 3,500
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For the six months ended 30 September 2020
00oDooo0oooooooooo
7. INCOME TAX EXPENSE 7 OOO0OOO
No provision for Hong Kong Profits Tax gooooooooooooDOoo
is required since the Group has sufficient gooboooDbO0o0ommooobooo
tax losses brought forward to set off jooDooooomoooooo
against current period’s assessable gooooooo
profit (2019: no assessable profit for the
period).
8. PROFIT/(LOSS) FOR THE PERIOD 8. UU0DoOomoono
The Group’s profit/(loss) for the period is jooooDoom@moomoooo
stated after charging the following: ooo
Six months ended
30 September
goooooooooo
2020 2019
ooooo ooooag
(Unaudited) (Unaudited)
oooo0o0O0 opooooo
Note HK$’000 HK$'000
00 ooo ood
Costs of construction oooooo
materials @ 88,646 21,487
Depreciation charge opooo
- own property, plant -ooooao
and equipment gooooag 1,873 2,553
- right-of-use assets -00000 3,458 3,305
(b) 3,8l 5,858
Employee benefits expense 000000
(including Directors’ goooooo
remuneration):
- Salaries, bonuses and -0o0oooao
allowances oo 31,001 25,585
- Retirement benefits -go0boooo
scheme contributions oo 1,001 818
(© 32,002 26,403
Lease payments not included O O0O0O00O0O0O
in the measurement of ooooooo
lease liahilities (d) 11,032 5,094
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For the six months ended 30 September 2020
gooooooooooooooo

8. PROFIT/(LOSS) FOR THE PERIOD

(Continued)
Notes:

(@

(b)

The amounts were included in cost of
services rendered.

The amounts included in cost of services
rendered for the six months ended 30
September 2020 and 2019 amounted
to approximately HK$3,537,000
and approximately HK$4,128,000
respectively.

The amounts included in cost of services
rendered for the six months ended 30
September 2020 and 2019 amounted
to approximately HK$24,372,000
and approximately HK$18,367,000
respectively.

The amounts included in cost of services
rendered for the six months ended 30
September 2020 and 2019 amounted
to approximately HK$9,926,000
and approximately HK$3,304,000
respectively.

9. DIVIDENDS
The Board does not recommend the
payment of an interim dividend to the
shareholders for the six months ended
30 September 2020.

8.

gooomooaoo

ooo
(@@ OO0OOODOOOOCOOOOOO

(o)
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For the six months ended 30 September 2020
gooooooooooooooo

10. EARNINGS/(LOSS) PER SHARE 10 00DOO0DMMDOOO
(@) Basic earnings/(loss) per share @ ODDODODODDOMMDOOO
The calculation of the basic jooDo0o0@mobomooo
earnings/(loss) per share is based ooooo

on the following:

Six months ended
30 September
0oooooooooo

2020 2019
goooo ooooo
(Unaudited) (Unaudited)
gooooo gooooo
HK$’000 HK$’000
oo0 ooo
Earnings/(loss) oomooo
Earnings/(loss) for the oooo
purpose of calculating gopoomooo
basic earnings/(loss) ooomooo
per share 1,675 (9,922)

Six months ended
30 September
00ooooooooo

2020 2019
goooo goooo
(Unaudited) (Unaudited)
oooooo oooooo
'000 '000
agd oo
Number of shares oooog
Weighted average oooooo
number of ordinary goooooao
shares for the purpose ooooo
of calculating basic oood

earnings/loss per
share 400,000 400,000
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For the six months ended 30 September 2020
gooooooooooooooo

13. TRADE RECEIVABLES 13. 000000

30 September 31 March

2020 2020

ooooo ooooo

ooooo oooooo

(Unaudited) (Audited)

ooooono ooooo

HK$’000 HK$'000

ooo god

Trade receivables oooooao 97,060 41,143
Less: Allowance for doubtful OO0 OO OO
debts under expected oooo

credit loss oooao (45) (45)

97,015 41,098

The ageing analysis of trade receivables, goooooooooooooOoo

based on the progress payment, is as ooo
follows:

30 September 31 March
2020 2020
ooooo ooooo
ooooo gooooo
(Unaudited) (Audited)
oooooo ooooo
HK$’000 HK$'000
ooo ooo
0 to 30 days 00 300 93,634 38,152
31 to 60 days 310 0 600 - 2,857
Over 90 days 00900 3,381 89
97,015 41,098
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For the six months ended 30 September 2020
gooooooooooooooo

14. TRADE AND RETENTION PAYABLES

4. J0O0o0ooOoooOo0oooDoo

30 September 31 March
2020 2020
ooooo ooooo
ooooog ooooaoao
(Unaudited) (Audited)
ooooono ooooo
Note HK$’000 HK$'000
oo ood ood
Trade payables oooooo @ 247,399 128,298
Retention payables ooooo (b) 42,106 30,427
289,505 158,725
Notes: oo

(@ The ageing analysis of trade payables,
based on the date of receipt of goods/
services, is as follows:

O
pooooooooooooooo
ooooooog

30 September 31 March

2020 2020

ooooao ooooo

ooooo oooooo

(Unaudited) (Audited)

oooooo ooooo

HK$’000 HK$’000

oon oood

0 to 30 days 00 300 113,160 44,448
31 to 60 days 310 0 600 32,609 19,842
61 to 90 days 610 0 900 48,500 16,862
Over 90 days 900 O O 53,130 47146
247,399 128,298
(b) As at 30 September 2020, the Group’s (by DOODDODODDOODOOODODDO
retention payables expected to be gooooooUooooooooo
due after more than twelve months gogisgesoood oooooon

was approximately HK$15,869,000 000 000013,634,0000 O M

(31 March 2020:
HK$13,634,000).

approximately



For the six months ended 30 September 2020
gooooooooooooooo

15. OTHER BORROWING, UNSECURED

Pursuant to the terms of the sales and
purchase agreement entered between
New Grace Gain and Blessing Well on
27 April 2018, New Grace Gain provided
the Unsecured Loan to the Company on
25 May 2018. New Grace Gain shall not
be entitled to demand early repayment
and the Company has no right to make
early repayment of the Unsecured Loan.

At the inception date of 25 May 2018,
the fair value of the Unsecured Loan
was determined at approximately
HK$85,390,000, which was valued by
an independent professional valuer
using discounted cash flow approach.
In subsequent periods, the Unsecured
Loan is carried at amortised cost using
the effective interest method. The
effective interest rate of the Unsecured
Loan is 6.52%.

During the year ended 31 March 2020,
New Grace Gain and the Company
entered into the Agreement 1 to extend
the repayment period of the Unsecured
Loan for 6 months, i.e. the repayment
term of 30 months has been extended
to 36 months.

During the period ended 30 September
2020, New Grace Gain and the Company
further entered into the Agreement 2 to
further extend the repayment period of
the Unsecured Loan for 6 months, i.e.
the repayment term of 36 months has
been extended to 42 months.

Save as the extension of the repayment
period under the Agreement 1 and
Agreement 2, other terms and conditions
of the Unsecured Loan remain
unchanged.

15.
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gooooooooooooooo

15.

OTHER BORROWING, UNSECURED
(Continued)

15. 00000000oo

During the six months ended 30 gooooooOOoDoObODOOoOoDD
September 2020, imputed interest Oo0o0oDboOooooezesiooondn
income of approximately HK$2,981,000 go000OoDboODoezesiooon 00O
and imputed interest expenses of g0o0o0000O000o0oooooo
approximately HK$2,981,000 (six months O000O0O0o0e2ses9000000000
ended 30 September 2019: imputed goooooooo
interest expenses of approximately
HK$2,889,000) were recognised in the
condensed consolidated statement of
profit or loss respectively.
As at 30 September 2020, the carrying goooooooooopooooo
amount of the Unsecured Loan was JO00D000D92894,0000 OO
approximately HK$92,894,000 (31 March 00000000 D0OO0D0o92894,000
2020: approximately HK$92,894,000). goom
16. SHARE CAPITAL 16. 00O
Number of
shares Amount
oooo oo
'000 HK$'000
oo ooo
Authorised: ooo
Ordinary shares of gopoooooo
HK$0.01 each ooo
As at 31 March 2020, oogoooobobooDooo
1 April 2020 and gooooooooo
30 September 2020 ooooooooon 10,000,000 100,000
Issued and fully paid: ooooooo
Ordinary shares of gopooooioon
HK$0.01 each ooo
As at 31 March 2020, gooooOooooboOooo
1 April 2020 and gooooooooo
30 September 2020 opoooooooon 400,000 4,000
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00oDooo0oooooooooo
17. CONTINGENT LIABILITIES AND 17, 0O0O0O0Ooono
LITIGATIONS
(@ At the end of the reporting period, (@ DOoOoDOoOoOOoooOoOoOooog
the Group has provided guarantees gooooboDooo
to an insurance company as follows:
30 September 31 March
2020 2020
ooooo ooooo
ooooo gooooo
HK$’000 HK$'000
ooo goo
Guarantees on performance 0000000
bonds for construction ooooooo
contracts 198,038 75,371

As at 30 September 2020, goooooobobbooo

the securities for the Group’s gooooDooopoooooo

performance bonds for construction oo

contracts are as follows:

() guarantees on performance () ODoOoOoOobDbODoODOOoo-
bonds amounting to 192,126,0000 OO O O
approximately HK$192,126,000 000000 0ODpoo
(31 March 2020: approximately 69,459,000 0O OO O ()DO
HK$69,459,000) are secured 0o0o0oooooooao
by (i) the Group’s prepayments, 000 0076,349,0000 O
deposits and other receivables gooooooooooog
of HK$76,349,000 (31 March 2,936,0000 O Mo oOd
2020: HK$2,936,000); (i) a 000000000000
personal guarantee executed oooooooogd (o
by a director of a subsidiary jooooooooooo
of the Company; and (iii) goooooooo
corporate guarantees executed
by the Company and a
subsidiary of the Company.

(i) guarantee on a performance @ ODooOoooDoOoOooOoao
bond amounting to 5,912,0000 OO OO OO
approximately HK$5,912,000 00000 005,912,000
(31 March 2020: D0 Oo@HooOoO00O0
HK$5,912,000) is secured by 000 0O010,338,0000 O
(i) the Group’s pledged bank oooooooooooog
deposits of approximately 10,307,0000 O DO (O O
HK$10,338,000 (31 March goooboooooooo

2020: HK$10,307,000); and
(i) the corporate guarantee
executed by the Company.
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17. CONTINGENT LIABILITIES AND
LITIGATIONS (Continued)
(b) At the end of the reporting period,
the Group has the following major
litigations:

0

In May 2015, a subcontractor
claimed against the Group
for certain construction
works (the “Dispute”). The
total amount of claim by the
subcontractor is approximately
HK$20,329,000. The Group
and the subcontractor agreed
to resolve the Dispute by
arbitration or by other means of
dispute resolution.

Pursuant to the deed of
indemnity executed by the
then controlling and substantial
shareholder of the Company,
New Grace Gain and its
ultimate beneficial owners, Mr.
Yeung Sau Ming, Boris, Mr.
Lau Tai Wah, Gilbert and Mr.
Yue Suen Leung (collective, the
“Guarantors”), in favour of our
Company, each of them has
irrevocably and unconditionally,
jointly and severally, agreed to
indemnify the Group against,
among others, all loss and
damages arising from the
Dispute.

Subsequent to the end of the
reporting period, the Group
has made a payment into court
as security. Such security
payment is provided by the
Guarantors under the deed of
indemnity.
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17. CONTINGENT LIABILITIES AND
LITIGATIONS (Continued)
(b) At the end of the reporting period,
the Group has the following major
litigations: (Continued)

0

(Continued)

Up to the date of these
condensed consolidated
interim financial statements,
the legal proceeding is still in
the process and there is no
conclusive decision had been
reached to resolve the Dispute.
The management, after taking
external legal advice, considers
that it is pre-mature to assess
the outcome for the said claim.

Accordingly, no provision has
been made for the claim.
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17. CONTINGENT LIABILITIES AND

LITIGATIONS (Continued)

(b) At the end of the reporting period,
the Group has the following major
litigations: (Continued)

(i)

The Group has been
negotiating the final settlement
amount of a completed
contract with a customer
during the prior years.

During the year ended 31
March 2020, the Group
commenced formal legal
proceedings against this
customer and this customer
counterclaimed against the
Group. This customer made
a sanctioned payment into
High Court as an attempt to
settle the whole of the claim in
relation to the abovementioned
contract and the Group made
a counter-proposal to settle the
same claim to the customer.

Up to the approval date on
these condensed consolidated
interim financial statements, the
legal proceedings are still in
the process and no conclusive
decision had been reached to
resolve the claim.

The directors are of the opinion
that the litigations with this
customer are still in progress
and it is pre-mature to assess
the outcome for the said claim.

17, 0000 o0ODO0owoo

(b) OO
oo

(il

oooooooobooon
woo

gooooooooobooo
ooooobooooooo
oboboooboo
goooooobobooon
oooooooooooo
oooooobobooooo
gooooooobbo
gooooobooboooooo
ooooogooooooo
gooooooooooo
oooooooooooo
gboboboooogooo
goooobOooooboon
oooooooooooo
oooooooooooo
goooboooooooo
gooooooooboo
gooooboooobooo
oooooooooooo



For the six months ended 30 September 2020
gooooooooooooooo

Interim Report 2020/2021 43
2020/20210000

18. COMMITMENTS 18. OO
As at 30 September 2020, the Group goooooobooooooooo
did not have any significant capital gooooooomoooooo
commitments (31 March 2020: Nil). goooooomm
19. RELATED PARTY TRANSACTIONS 19. 00000
(@ In addition to those related party @ DODODDOoODOODODODOOO
transactions and balances disclosed gooooooooooooo
elsewhere to the condensed gooooDpDoooooDboD
consolidated interim financial ooooooo
statements, the Group had the
following material transaction with its
related party during the period:
Six months ended
30 September
00ooooooooDo
2020 2019
goooo goooo
(Unaudited) (Unaudited)
oooooo oooooo
HK$’000 HK$'000
ooo ooo
Rental expenses charged OO0 O00O000OO
by a related company goooog 733 772
Mr. Yeung Sau Ming, Boris, a oooooooooomoog
former director of the Company, go0oDO0oo0o0o0ooooooao
who resigned on 13 August 2018 oo0ooooooDoooooo
but still retained as a director of the 00D00ooooooooooog
subsidiaries of the Group during gooooooooooon

the six months end 30 September
2020, was beneficially interested in
the related company.
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19. RELATED PARTY TRANSACTIONS 9. 0000oo
(Continued)
(b) Compensation of key management () DODODDODOOOODOOOO

personnel of the Group:

Six months ended
30 September
gooooooooood

2020 2019
goooo goooo
(Unaudited) (Unaudited)
gooooo gooogo
HK$’000 HK$'000
ooo ood
Short term employee oooooo
benefits 2,920 2,875
Pension scheme oooooo
contributions 18 18
Total compensation paid oopooooo
to key management oopooooo
personnel 2,938 2,893
20. EVENTS AFTER THE REPORTING 200 00O0O0OO

PERIOD
There was no material event occurred for

goobobobooboooooooo
the Group after the reporting period. ood
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