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Management Discussion and Analysis

EEENWE D

BUSINESS REVIEW

During the six months ended 30 September 2017,
K. H. Group Holdings Limited (the “Company”)
and its subsidiaries (collectively, the “Group”) were
principally engaged in provision of foundation
services and leasing of machinery in Hong Kong.

As at 30 September 2016, there were 6 active
foundation projects in progress. All of them were
practically completed during the six months ended
30 September 2017.

In addition, there were another 7 active foundation
projects which were awarded after 30 September
2016 and one of them was practically completed
during the six months ended 30 September 2017. As
such, as at 30 September 2017, there were 6 active
foundation projects in progress.

Subsequent to 30 September 2017, 2 new
foundation projects were awarded to the Group.

FINANCIAL REVIEW

Revenue

The Group’s overall revenue increased by
approximately 86.2% from approximately
HK$68,471,000 during the six months ended 30
September 2016 to approximately HK$127,472,000
during the six months ended 30 September 2017.

The increase in the Group’s overall revenue was
mainly attributable to the commencement of the new
foundation projects during the six months ended 30
September 2017 after practically completion of most
of the prior years’ large-scaled foundation projects
during the year ended 31 March 2016.
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Gross Profit/Gross Profit Margin

The overall gross profit margin increased from
approximately 0.2% during the six months ended 30
September 2016 to approximately 2.1% during the
six months ended 30 September 2017.

The increase in both overall gross profit and gross
profit margin were mainly due to:

1.

The increase in the overall revenue during the six
months ended 30 September 2017 as mentioned
above; and

Unanticipated variations of approximately
HK$6,053,000 arising from certain variation
orders agreed at discounted rates after the
practical completion stage of one of our
foundation projects (representing approximately
2.0% of the awarded contract value of the
project), was included in cost of sales as a
one-off non-cash expense and treated as an
impairment loss of gross amounts due from
customers for contract work, for speeding up
the final account drafting process and tapping
into and accessing to a potential new clientele
base during the six months ended 30 September
2016.
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Management Discussion and Analysis B2 & 2 47

Administrative Expenses

The Group’s administrative expenses decreased
by approximately 41.7% from approximately
HK$19,050,000 during the six months ended 30
September 2016 to approximately HK$11,099,000
during the six months ended 30 September 2017.

The decrease was mainly attributable to the decrease
in staff costs of approximately HK$4,453,000 and the
decrease in general operational cost for cost control
purposes.

Net Loss

As a result of the abovementioned, during the six
months ended 30 September 2017, the Group
reported a net loss of approximately HK$8,858,000
(during the six months ended 30 September 2016:
approximately HK$19,350,000).

PROSPECTS

It is generally believed that the overall business
environment of the construction industry was very
similar to last year. The construction industry was
greatly affected by the prolonged debates in the
Legislative Council in recent years which led to
a large backlog in the funding approval process
for public works. As the foundation industry is
closely dependent on the construction industry, it
is expected that the foundation industry would not
regain momentum immediately. The foundation
industry remains highly competitive and under fierce
competition in 2017.
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As supported by the latest 2017 policy address of
the Hong Kong Special Administrative Region (the
“2017 Policy Address”) by our newly appointed Chief
Executive of the Hong Kong Special Administrative
Region, land and housing is still one of the most
important agenda in the 2017 Policy Address. The
Group believes that there will be more opportunities
in the foundation industry in Hong Kong due to the
boosting land supply for housing developments for
both private and public sectors as well as fostering
infrastructure development plans in the long term.

The Group has recently secured a business
opportunity with a large-scaled private property
developer. It is expected that there would
be significant opportunities for our business
development in this unique market segment in
relation to large-scaled private property developers in
the future.

In order to take on a more active and committed
role in the construction industry in Hong Kong, the
Group is considering to apply for inclusion into the
registered piling contractor list under the Hong Kong
Housing Authority. Upon being registered in the
registered piling contractor list, the Group will be
allowed to conduct a wider business scope in the
construction industry in Hong Kong.

Looking ahead, the board (the “Board”) of directors
(the “Director”) of the Company still remains prudently
optimistic about the prospects of the foundation
industry in Hong Kong. The Group will continue to
exercise due care in the pursuance of its existing
core business and furtherance of 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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Management Discussion and Analysis B2 & 2 47

DEBTS AND CHARGE ON ASSETS

The total interest-bearing bank borrowings of
the Group, including bank loans and finance
lease payables, increased from approximately
HK$47,192,000 as at 31 March 2017 to
approximately HK$65,543,000 as at 30 September
2017. As at 30 September 2017, these banking
facilities were secured by (i) the Group’s trade
receivables of approximately HK$22,113,000 (31
March 2017: approximately HK$2,533,000); (ii) the
Group’s pledged bank deposits of approximately
of HK$12,466,000 (31 March 2017: approximately
HK$12,436,000); (iii) the Group’s property, plant
and equipment with total net carrying amounts of
approximately HK$54,360,000 (31 March 2017:
approximately HK$41,851,000); and (iv) corporate
guarantee executed by the Company.

Borrowings were denominated in Hong Kong Dollars
(“HK$”) and interests on 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.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The Group has normally funded the liquidity and
capital requirements primarily through capital
contributions from the shareholders, bank
borrowings and net cash generated from operating
activities.
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As at 30 September 2017, the Group had pledged
bank deposits, time deposits and bank and cash
balances of approximately HK$32,379,000 (31 March
2017: approximately HK$32,027,000). The gearing
ratio of the Group as at 30 September 2017 (defined
as the total borrowings divided by total equity) was
approximately 46.4% (31 March 2017: approximately
31.4%). As at 30 September 2017, the current ratio
of the Group was approximately 1.6 (31 March 2017:
approximately 2.2).

During the six months ended 30 September 2017,
the Group did not employ any financial instruments
for hedging purpose.

FOREIGN EXCHANGE EXPOSURE

The Group has a minimal exposure to foreign
currency risk as most of its business transactions and
assets and liabilities are principally denominated in
the functional currencies of the Group, i.e., HK$. As
such, the Group currently does not have any foreign
currency hedging policy in respect of foreign currency
transactions and assets and liabilities as the Group’s
risk in foreign exchange is insignificant. The Group
monitors its foreign currency exposure closely and
will consider adopting hedging policy should the need
arise.

SIGNIFICANT INVESTMENTS, MATERIAL
ACQUISITIONS OR DISPOSALS
During the six months ended 30 September 2017,
the Group did not have any significant investments,
material acquisitions or disposals.
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Management Discussion and Analysis B2 & 2 47

CAPITAL COMMITMENTS

As at 30 September 2017, the Group did not have
any significant capital commitments (31 March 2017:
approximately HK$4,045,000).

CONTINGENT LIABILITIES

Save as disclosed in note 14 to the condensed
consolidated interim financial statements, the Group
did not have any significant contingent liabilities as at
30 September 2017.

EVENT AFTER THE REPORTING PERIOD

There have been no other material events occurring
after the reporting period and up to the date of this
interim report.

USE OF NET PROCEEDS FROM THE LISTING
The actual net proceeds from the placing and
public offer (the “Share Offer”) of approximately
HK$77,100,000 (the “IPO Proceeds”) have been
utilised subsequent to the listing of the shares of the
Company on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) in
accordance with the proposed applications set out
in the section “Future Plans and Use of Proceeds” of
the prospectus of the Company dated 8 March 2016
save as disclosed below.
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As disclosed in the Company’s announcement dated
20 March 2017, the Board has resolved to change
the use of approximately HK$15,400,000 out of the
remaining unutilised IPO Proceeds from the Share
Offer by reallocating the net proceeds originally
intended for hiring of additional staff to operation
of prospective projects. Details of the original
allocation of the actual net proceeds (the “Original
Allocation”), the revised allocation of the actual net
proceeds (the “Revised Allocation”), the utilisation of
the actual net proceeds as at the date of this report
(the “Utilisation”) and the remaining balances of the
actual net proceeds as at the date of this report (the
“Remaining Balances”) are summarised below:
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EMPLOYEES AND REMUNERATION POLICY

As at 30 September 2017, the Group had 117
employees (31 March 2017: 119 employees). Most
of the Group’s employees are foundation workers in
Hong Kong. The remuneration policy and package of
the Group’s employees were periodically reviewed.
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
2017 were approximately HK$25,805,000 (during
the six months ended 30 September 2016:
approximately HK$27,573,000).
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Corporate Governance and Other Information

TEERRHE

INTERIM DIVIDEND

The Board does not recommend the payment of
an interim dividend to the shareholders for the six
months ended 30 September 2017.

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

During the six months ended 30 September 2017,
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 2017, 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 2017, the Board put in place
adequate measures to perform the IA function
at different aspects of the Group as the
Company considers that the 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 2016/17.
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The Board regularly reviews the effectiveness of
the Group’s internal control system at its Board
meeting including its financial, operational and
compliance controls and risk management
functions.

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

In respect of code provision A.6.7 of the CG
Code, the independent non-executive Directors
should attend general meetings and develop
a balanced understanding of the views of the
shareholders. Due to the typhoon and bad
weather condition on 23 August 2017, the
original annual general meeting held on 23
August 2017 was adjourned to 25 August
2017 (the “Adjourned AGM”) and details
of which were disclosed in the Company’s
announcement dated 22 August 2017. Two
independent non-executive Directors were
unable to attend the Adjourned AGM as a resullt
of the sudden arrangement.

EZerREESTe eSS
R AEBRNPELES
R BIEESE - &8
MEBIHIER - ARER
REIRHAE o

ExgeFrRITNIEZ

B EE AT RIM ST RIE
FABTIEME -
FREAE I
HERERNERAERAENT
o-BmR_E—tFNA
:+:Eﬁﬁ%@&iﬁﬁ
LR BER-_T—+
iﬂﬂ_+f5$ﬂmk$
RERGHEFEE_T—+F
NA-+HEBET(TEHRE
k%ﬂixAM FERA
AEIBBAE=_ZT—tFN\A
AN REFURE -
AL R EE L MRIBL
JEMITE BEAH R TR
RERBFERD -

i
e
it
=
B
=3

E



Interim Report 2017/2018 1 5
2017/20187 sk &

DISCLOSURE OF INFORMATION ON DIRECTORS
Changes in Directors’ information since the
publication of the Company’s annual report 2016/17,
which are required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules, are set out below.

Mr. Chan Kee Huen Michael, an independent non-
executive Director, has been appointed as an
independent non-executive director of China Baoli
Technologies Holdings Limited (Stock code: 164)
with effect from 18 August 2017.

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 2017.

SHARE OPTIONS

Share Option Scheme

The Company adopted a share option scheme on 19
February 2016 (the “2016 Share Option Scheme”).
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 2017, 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 “SFQ”)), 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

SR
ESRARAIREBEENES
-z

—E—+HFhhA=Z+H EB=F
RN R S AL AE (AR B B (F 3%
REST1EFEF K EE J((

N EREAEE) 1) EXVER) 8IS ~ 48
RO REFTEAREBEES KR
HEIEFIEI21EBTFEENER

/ //“>

A RR0R Al ai Bk B - LIRSS
PR RIS (50 R A2 7 BB
SR BOA R T

() KERTRBRAITE

Approximate

Number of  percentage of
Name of Director Capacity/nature shares held shareholding
EEE 5%/ 1HE FiERHBE RESSEIL
Mr. Yeung Sau Ming Boris Interest in a controlled 300,000,000 75%
(“Mr. Yeung") corporation (Note)
BARRE(REE]) RIEEE#R i3
Note: These shares are held by New Grace Gain Mzt 1 32 % B 15 B New Grace

Limited (“New Grace Gain”). New Grace Gain
is 40% beneficially owned by Mr. Yeung and
therefore, Mr. Yeung is deemed to be interested
in the shares of the Company held by New Grace
Gain under the SFO.

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

Gain Limited ([ New Grace
Gain]) ¥ ° New Grace
GanfAlmGEEEREES
40% - At - RIBEFEH R
HEKD - BRERRA
EANew Grace Gain#F B 4%
NP EE R -

(i) RIS EE BRI E

Approximate
percentage of

Name of Number of shares  shareholding

associated Capacity/ held in associated  in associated

Name of Director corporation nature corporation corporation

LA HEEEE

ESpg HEEEN AR 5%/ 18 FERABE REGNBESL

Mr. Yeung New Grace Gain Beneficial 400 40%
BEE owner

EaEA
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Substantial Shareholders’ Interests in the

Company

As at 30 September 2017, the following interests
and short positions of 5% or more of the shares and
underlying shares of the Company were recorded in
the register of interests required to be kept by the

Company pursuant to section 336 of the SFO:

FERRRARQ Rz #mH

—tFNAA=1+H UT

AR B Rt K A8 B A7 5% 3k
NEZER AR ECHERAR
BIRIEE 5 M E (R P £ 336 1% A
BEFzERERMA

Approximate
percentage of
Number of interest in our

Name Nature of interest shares held Company
HEDRERD
HE/ LB BmtE FrERpEE BARSL
New Grace Gain Beneficial owner 300,000,000 75%
ERBEEA
Mr. Yeung (Note) Interest in a controlled 300,000,000 75%
oo A () __corporation
REEEER
Mr. Lau Tai Wah Gilbert Interest in a controlled 300,000,000 75%
(“Mr. Lau”) (Note) ~ corporation
ARERE REEEER
(T2I584 1) (HizE)
Mr. Yue Suen Leung Interest in a controlled 300,000,000 75%

(“Mr. Yue") (Note)
RERKE
(IR%EE D (Ki5E)

corporation

XA E s

Note: These shares are held by New Grace Gain. New
Grace Gain is owned as to 40% by Mr. Yeung, 30%
by each of Mr. Lau and Mr. Yue respectively. Each
of Mr. Yeung, Mr. Lau and Mr. Yue is deemed to be
interested in the shares of the Company held by New
Grace Gain under the SFO, while Mr. Yeung, Mr. Lau
and Mr. Yue are a group of controlling shareholders
of the Company. Mr. Yeung, Mr. Lau and Mr. Yue are
not actual concert parties under the definition of the
Codes on Takeovers and Mergers and Share Buy-
backs.

M5E - 3% 5 IR 9 B New Grace Gain

¥ & ° New Grace Gain B 5
ek BIEERREED AR
B 40% - 30% K 30% ° RIKF
FREERG - HEE - Bk
ERREESBHESR AR New
Grace Gain#¥ B H) R A AR 19
hHEERELE  MBEE - Bk
ERFREEBAQT —HIER
PR - BEE - BlIEERRSE
EWIERTWE - A0 RRMG
BT AR ERNEE BT
AL
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Save as disclosed above, as at 30 September 2017,
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.

REVIEW OF THE CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

The audit committee of the Company (the “Audit
Committee”) comprises four 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 2017.

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. Yu Shiu Tin Paul
Chairman

Hong Kong, 24 November 2017
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Condensed Gonsolidated Statement of Profit or Loss and Other Comprehensive Income
ERGAEEREMEEKER

For the six months ended 30 September 2017
BE_ZT—tFNAA=+TBEILREA

Six months ended

30 September
BZNA=1HILAEAR
2017 2016
—E-tF “ERF
(Unaudited) (Unaudited)
(REBER) (REERZ)
Note HK$’000 HK$’'000
(s TET FET
REVENUE W zs 5 127,472 68,471
Cost of sales HEAR (124,834) (68,368)
GROSS PROFIT EH 2,638 103
Other income H A 235 56
Administrative expenses 1THR X (11,099) (19,050)
LOSS FROM OPERATIONS REMEBER (8,226) (18,891)
Finance costs BEMA (632) (459)
LOSS BEFORE TAX BRET AR (8,858) (19,350)
Income tax expense FrisHip s 6 - -
LOSS AND TOTAL ViUNCIEYEDN
COMPREHENSIVE FEILEA
INCOME FOR THE BELRZE
PERIOD ATTRIBUTABLE B
TO OWNERS OF THE
COMPANY 7 (8,858) (19,350)
HK$ HK$
BT BT
LOSS PER SHARE EiEE
- Basic —ZK 9(a) (2.2 centsfil) (4.8 centsfll)

- Diluted — 8 9(b) N/ATER N/ATE
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Condensed Consolidated Statement of Financial Position
RS MR AR

At 30 September 2017
RZZE—tFNA=+H

30 September 31 March
2017 2017
—E-tf “T—+F
AB=+H =A=t+—H
(Unaudited) (Audited)
(REEZ) (K&%)
Note HK$’000 HK$'000
BisE FHET FAET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment #)% - #22  :% 10 67,803 56,361
CURRENT ASSETS MEEE
Inventories w8 6,041 4,965
Trade and retention B HRUFRER
receivables EWRE S 11 59,247 49,242
Gross amounts due from Rl EFEHIE
customers for contract work — FUIB4A% 96,927 86,043
Prepayments, deposits and ~ FERHUE - 18R
other receivables H e zIa 19,302 15,898
Pledged bank deposits BB ITER 12,466 12,436
Time deposits THER = 7,501
Bank and cash balances RO LB S EH 19,913 12,090
213,896 188,175
CURRENT LIABILITIES nEaE
Trade and retention EHRERER
payables EARES 12 59,392 28,653
Gross amounts due to EREFPAHNIRE
customers for contract work RIS 5,902 3,057
Accruals and other payables  [Eit B R EM
FEf TR 5,609 11,523
Finance lease payables BMERERMTIE 25,494 17,626
Bank borrowings |ITER 37,598 26,537
133,995 87,396
NET CURRENT ASSETS MEBEEFE 79,901 100,779
TOTAL ASSETS LESS BEERRDER

CURRENT LIABILITIES - 147,704 157,140
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At 30 September 2017
RZZE—tFNA=+H

30 September 31 March
2017 2017
—E—t& T+
hB=+H —A=+—8~
(Unaudited) (Audited)
(REER) (g&%)
Note HK$’000 HK$'000
BiE THT BT
NON-CURRENT LIABILITIES ~ Jm#aE
Finance lease payables MEMERMNTIE 2,451 3,029
Deferred tax liabilities EERIBARE 3,907 3,907
6,358 6,936
NET ASSETS EEFE 141,346 150,204
CAPITAL AND RESERVES BEALGREE
Share capital PR 13 4,000 4,000
Reserves & 137,346 146,204

TOTAL EQUITY BREE 141,346 150,204
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Condensed Consolidated Statement of Changes in Equity
BEEey Ed LE

For the six months ended 30 September 2017
HE_Z—+FNA=+THILAEA

Attributable to owners of the Company

RAREE AERL
Share Share  Retained Total
capital premium profits equity

RE  REE RERN  ERZLE
HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT TEL

(Note 13)
(F95E13)
(UNAUDITED) (REERZ)
At 1 April 2016 R-ZT—x
MA—H 4,000 84,403 95,650 184,053
Total comprehensive R 2ElE
income and changes mEE s
in equity for the period &%) - - (19,350) (19,350)
At 30 September 2016~ R=F—X4%E
jLHJrEI 4,000 84,403 76,300 164,703
(UNAUDITED) (REEZ)
At 1 April 2017 R-ZT—+4F
MA—H 4,000 84,403 61,801 150,204
Total comprehensive HAR2EKE
income and changes B LR
in equity for the period & - - (8,858) (8,858)

At 30 September 2017 RZZ—+F
NA=+H 4,000 84,403 52,943 141,346
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Condensed Consolidated Statement of Cash Flows
HRSARERER

For the six months ended 30 September 2017
BE_ZT—tFNAA=+TBEILREA

Six months ended
30 September

BZhA=THLAEA
2017 2016
—E-tF 3
(Unaudited) (Unaudited)
% (RE#%)
Note HK$000 HKS'000
Mz THET TATL

NET CASH (USED IN)/GENERATED & &5%8)(Fr) /Fifs

FROM OPERATING ACTIVITIES HaEE (2,900) 721
Interest received BUiH & 31 46
Purchases of property, plant and BEME

equipment HERRE 10 (1,994) (6,679)
Proceeds from disposals of property, HEME - &2 &

plant and equipment REMEIE 85 1
Increase in pledged bank deposits B ER Tz2002 1 (30) (29)
Decrease in non-pledged time deposits REMERIH A %R

with original maturity of more than “HAZERA

three months when acquired EEET MW‘ 2,000 -
NET CASH GENERATED FROM/ SEEDHE/ (FR)

(USED IN) INVESTING ACTIVITIES iﬂi@a% 92 (6,661)
Bank borrowings raised BERMTER 73,690 31,303
Repayment of bank borrowings BERAER (62,629) (62,949)
Other cash flows arising from BEEHELN

financing activities EtReRE (5,931) (4,000)
NET CASH GENERATED FROM/ B EEEME/(FR)

(USED IN) FINANCING ACTIVITIES BeFE 5,130 (35,646)
NETINCREASE/DECREASE)IN B4 RB£5EY

CASH AND CASH EQUIVALENTS & jJD/\/JEK/ )3 2,322 (41,586)
Cash and cash equivalents at BORe ke

beginning of period £EY 17,591 71,208
Cash and cash equivalents at HRALRAE

end of period ZEY 19,913 29,622
ANALYSIS OF CASH AND CASH HeRkE4

EQUIVALENTS ZEYAM

Bank and cash balances RORBLER 19,913 20,602
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Notes to the Condensed Consolidated Interim Financial Statements
IR AR S P B TS SRR B 5

For the six months ended 30 September 2017
HE_Z—+FNA=+THILAEA

GENERAL INFORMATION

K. H. Group Holdings Limited (the “Company”)
was incorporated in the Cayman Islands with
limited liability on 23 July 2015 under the
Companies Law of the Cayman Islands. The
address of its registered office is at P. O. Box
1350, Clifton House, 75 Fort Street, Grand
Cayman, KY1-1108, Cayman lIslands. The
address of its principal place of business is 10/F,
Liven House, 61 King Yip Street, Kwun Tong,
Kowloon, 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 company.
The Company and its subsidiaries (collectively the
“Group”) is principally engaged in the provision of
foundation services and leasing of machinery in
Hong Kong.

BASIS OF PREPARATION

These condensed consolidated interim financial
statements have been prepared in accordance
with Hong Kong Accounting Standard (“HKAS”)
34 “Interim Financial Reporting” issued by
the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) as well as with the
applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing
Rules”). The condensed consolidated interim
financial statements are unaudited but have been
reviewed by the audit committee (the “Audit
Committee”) of the Company.
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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 2017 are
the same as those followed in the preparation
of the Group’s annual financial statements for
the year ended 31 March 2017. In addition,
the Group has applied the revised accounting
policy, as disclosed in note 3 to the condensed
consolidated interim financial statements, during
the current interim period which became relevant
to the Group.

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 2017
which have been prepared in accordance with
the Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the HKICPA.

2.

REBE (M)
BE—_T—+tHFNA=1H
LB A 2 FE AR & o 2 8
BWEAERA 2 @ BER
AETR  AREARER
E-_FT-tEF¥=-A=+—H
EFE2FEABRE MR
BE—B - I AEEE
FAZS o A P BR A B R SR
MR 2 e RT &t BOR (0
iR G M B mA M 3
BE)

AEGREAP PP HHRERL
RBHEMEFEMBREPT
BB ERMIE - Fit
EEAEEBE_T—+F
A=t —RUEFEZFE
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EMBHRERIDRBREETEG
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ZQ(TFEHBREER])
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Notes to the Condensed Consolidated Interim Financial Statements f BB 44 & # B TE SRR BT 5T

For the six months ended 30 September 2017
HE_Z—+FNA=+THILAEA

ADOPTION OF REVISED HKFRSs

In the current interim period, the Group
has applied, for the first time, the following
amendments to HKFRSs issued by the HKICPA
that are relevant for the preparation of the
Group’s condensed consolidated interim
financial statements:

Amendments to HKFRS
12 included in annual
improvements to
HKFRSs 2014 - 2016
cycle

Amendments to HKFRSs

Amendments to HKAS 7 Disclosure initiative

Amendments to HKAS 12 Recognition of deferred
tax assets for unrealised
losses

The application of the amendments to HKFRSs
in the current interim period has had no
material effect on the amounts reported and/
or disclosures set out in these condensed
consolidated interim financial statements.

Amendments to HKAS 7 “Disclosure
initiative”

The amendments require an entity to provide
disclosures that enable users of financial
statements to evaluate changes in liabilities
arising from financing activities including both
changes arising from cash flows and non-cash
changes. Specifically, the amendments require
the following changes in liabilities arising from
financing activities to be disclosed: (i) changes
from financing cash flows; (ii) changes arising
from obtaining or losing control of subsidiaries
or other businesses; (iii) the effect of changes
in foreign exchange rates; (iv) changes in fair
values; and (v) other changes.
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For the six months ended 30 September 2017
HE_Z—+FNA=+THILXEA
3. ADOPTION OF REVISED HKFRSs (Continued) 3. J ARSI BB Bl E £
Bllz)
Amendments to HKAS 7 “Disclosure BEREENE LR 2B
initiative” (continued) ATIREFTE(E)
The application of the amendments will result in ERZEEITABERERA
additional disclosures on the Group’s financing AEBREERNEIN
activities, specifically reconciliation between BOLERRMEEXEBEEZ
the opening and closing balances in the BEREE VBN &8 H
consolidated statement of financial position for YIEEREH ZHE - BR
liabilities arising from financing activities will be K'EFHEZ%{IQ}ET$E%BZ§'§ °
provided on application.
The adoption will result in relevant disclosures HMZE B A BFEAREE
in the Group’s annual consolidated financial BEe_Z2—N\F=ZA=+—
statements for the year ending 31 March 2018. A ﬂzﬁfz FEHKE T B®R
KPELABEREE
The Group has not early applied new and revised AEBIWEIRAERNAS
HKFRSs that has been issued but are not yet B HA 1 2 A8 445 1B 180 R AR 3D
effective for the current interim period. eI MR 2 B AV %
HHER o
4. SEGMENT INFORMATION 4. DEEH
Operating segment information EEIEER
Operating segments are identified on the basis of AEBETELERRETE
internal reports about components of the Group HENASENARREE
that are regularly reviewed by the chief operating EEEEDE  LRASED
decision maker in order to allocate resources to ﬁﬂﬁ/ﬁ&pﬂéﬁij’%fﬁ
the segment and to assess its performance.
The board (the “Board”) of directors (the AprrES(EE)E(E
“Directors”) of the Company considers that the Ee )R A AEFEIRSE
Group manages its businesses by divisions, EEEEE WIKHEREHHD
which are organised into business units fRIE4ERK HETEEMN AT 2
based on their services provided, and has the WMEED BT

reportable operating segments as follows:

() Foundation — provision of foundation
services

(i) Leasing — leasing of machinery

() HE - R ERE

iy MHE-#HEE
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Notes to the Condensed Consolidated Interim Financial Statements f BB 44 & # B TE SRR BT 5T

For the six months ended 30 September 2017
BE_ZT—tFAA=+BELREA

SEGMENT INFORMATION (Continued)
Operating segment information (continued)
The reportable segments are identified in
a manner consistent with the way in which
information is reported internally to the Group’s

4.9@%%@0
BESEER(H)
M% FOM B HEAE
EESRTREEABRE
%ﬁiéﬂ(u¢§ﬁﬁ

senior executive management for the purposes B R ERIBRR) 2HE
of resource allocation and performance —F o
assessment.
Foundation Leasing Total
i At
Six months ended Six months ended Six months ended
30 September 30 September 30 September
BEAR=TALABR  BEAAZTRLABEAR  BEARZTHLAER
2017 2016 2017 2016 2017 2016
Z8-tE TF | ZB-tE CTF ZR-tF T
(Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited)
(REEH) (xEEn)  (REBK) (REE0) (REER) (RE2%)
HKS'000  HK§'000 ~ HK$000  HK$'000  HK$'000  HK$000
TEn TEL TET TEL TEn T
Reportable segment revenue AT 258
& 121472 67,239 - 1,232 127472 68,471
Reportable segment resuts AT 2H5%E
E 1,03 (5,521) (679) 197 1314 (5,004)
Unallocated corporateincome~ AATLERA - 10
Central administrative expenses  FRATHER
and Directors’ remuneration REZEH (10,472 (14,266)
Loss hefore tax hiaEE (8,858 (19350

All of the segment revenue reported above is
from external customers.

Segment results represent profit or loss
attributable to the segment without allocation
of corporate income, central administrative
expenses and Directors’ remuneration.

L2 H 2 A B
BREINEES -

DEEER/RADELEW
AN BARATERAXREES
B AT 2 o0 48 FE 15 i A 3k E
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For the six months ended 30 September 2017
BE_ZT—tFNAA=+TBEILREA

4, SEGMENT INFORMATION (Continued) 4. DEER ()
Segment assets and liabilities THEEERERE
The following is an analysis of the Group’s assets ATEY AEFBIRKEEDE
and liabilities by operating segments: o EERBEDN
30 September 31 March
2017 2017
—E—+F —E—+F
AA=1+H =A=t+—H
(Unaudited) (Audited)
(REBER) (g&%)
HK$’000 HK$’000
T FTAT
SEGMENT ASSETS DEAE
Foundation E 271,352 233,083
Leasing HE 10,120 11,000
Total segment assets DEEEAG 281,472 244,083
Unallocated assets KOBEE 227 453
Consolidated assets HeAE 281,699 244,536
SEGMENT LIABILITIES PERE
Foundation HhE 138,834 91,154
Leasing HE 1,432 2,520
Total segment liabilities DEABA 140,266 93,674
Unallocated liabilities AOEEE 87 658

Consolidated liabilities = 140,353 94,332
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For the six months ended 30 September 2017

BE_Z—tFNAA=+TRILAEA

4, SEGMENT INFORMATION (Continued)
Segment assets and liabilities (continued)
For the purposes of monitoring segment
performance and allocating resources to

segment:

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

and

(i) All liabilities are allocated to reportable
segments other than those unallocated
liabilities which are centrally managed by

Group’s management.

Seasonality of operations

The Group’s operations are not subject to

significant seasonal factors.

5. REVENUE

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

DEER(#)
TREEREBEE)
REESBRBARADED
FLER

ADBEEEN A
EOWRIBEEATE
DE R

w5

(i

R
HO ot 178 -
m

REBBEIWWT

Six months ended

30 September

BENA=1HILEAER
2017 2016
—E—+F —E—RF
(Unaudited) (Unaudited)
(RBERZ) (R&EERZ)
HK$’000 HK$’000
TET FAET
Foundation HE 127,472 67,239
Leasing He - 1,232

127,472 68,471
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6. INCOME TAX EXPENSE FriSfiMA X
No provision for Hong Kong Profits Tax is HRAEBEHZ_—_ZT—+F
required since the Group has no assessable A=+ H 175 E A I e
profits for the six months ended 30 September ARbm A - WBAREEF
2017 (six months ended 30 September 2016: BRETEEE(EHEZZ—X
Nil). FAA=ZFTHLENMEAR :
/m) o
7. LOSS FOR THE PERIOD HIN 518
The Group’s loss for the period is stated after AEFBBPANEBEERD NG, (5
charging/(crediting) the following: A) A& IE -
Six months ended
30 September
BZEAA=THLKER
2017 2016
—E—LF “T-RF
(Unaudited) (Unaudited)
(REBERZ) (RiEERZ)
Note HK$'000 HKS'000
(o TR FET
Costs of construction BREM B
materials (a) 53,355 6,310
Depreciation nE (b) 3,703 2,519
Employee benefits expense (& B @FIF X
(including Directors’ (BREESHE) -
emoluments):
- Salaries, bonuses and  — %4 - FEA R
allowances Z8 25,006 26,839
- Retirement benefits RARIEREE
scheme contributions it 799 734
©) 25,805 27,573
(Gain)/loss on disposals HEME -« BB RS
of property, plant and ER(BF),/BiE
equipment (15) 41
Impairment loss on gross MBS AH) TR
amounts due from BEERREER
customers for contract
work () - 6,053
Operating lease charges:  E4MEHY -
— Hire of plant and —THRABERE
equipment 3,225 3,562
- Land and buildings -t REF 1,577 1,307
@ 4,802 4,859
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7. LOSS FOR THE PERIOD (Continued)

Notes:

(a)
(b)

The amounts were included in cost of sales.

The amounts included in cost of sales for the six
months ended 30 September 2017 and 2016
amounted to approximately HK$1,441,000 and
approximately HK$801,000 respectively.

The amounts included in cost of sales for the six
months ended 30 September 2017 and 2016
amounted to approximately HK$18,139,000 and
approximately HK$15,454,000 respectively.

The amounts included in cost of sales for the six
months ended 30 September 2017 and 2016
amounted to approximately HK$3,969,000 and
approximately HK$3,966,000 respectively.

8. DIVIDENDS
The Board does not recommend the payment of
an interim dividend to the shareholders for the six
months ended 30 September 2017.

HIN e 1E ()
BaE

(a)
(0)

ZEBEFAHERR

CHEANDFAHE=Z
FRZT—AFENA
B E<E A A EE K
© 9 Bl A 491,441,000 7%
K #7801,000/8 7T °

—|—ﬁv|—H>

SR URE

zzéﬁﬁm&#)\éﬁzi—%
—tE R —~ENA
:+EI¢/\1IH 7 85 & K
K 9 Rl A 4918,139,0007%8

TT K #915,454,000% 7T ©

%EV\]E ‘I‘)\%ﬁi_%

H JL/\“H " 84 & K
2 Bl & #3,969,000 78
493,966,000/ T °

X
_m

SRS

BB
ExgTEBAMBRRIKMTE
E-_T—LFAA=THIE
NE A B EIRR R o
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9. LOSS PER SHARE
(a) Basic loss per share
The calculation of the basic loss per share is
based on the following:

SRR

(a) SREAEHA
SR ERE BT R T
ZECE S

Six months ended

30 September
BENA=1+HILEAER
2017 2016
-+ —E-RE
(Unaudited) (Unaudited)
(RBERZ) (REEERZ)
HK$’000 HK$'000
T FAEL
Loss BB
Loss for the purpose of HESREAR
calculating basic BEZER
loss per share (8,858) (19,350)

Six months ended

30 September
HENB=1RHLEAER
2017 2016
—E—+F ZE-RF
(Unaudited) (Unaudited)
(REER) (REEZ)
’000 ‘000
TR TR
Number of shares RBEE
Weighted average number B &ERER
of ordinary shares for the EiEz Ehik
purpose of calculating METHE
basic loss per share 400,000 400,000

(b) Diluted loss per share
No diluted loss per share is presented as the
Company did not have any dilutive potential
ordinary shares during the six months ended
30 September 2017 and 2016.

(b) ZREEEHR
HRARBRBE_F
—tER T -RFH
A=1+RALIEXERLE
EAESE LT AR
B ERIEEY S Pl

1o
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10. PROPERTY, PLANT AND EQUIPMENT
During the six months ended 30 September
2017, the Group acquired property, plant and
equipment of approximately HK$15,215,000
(Six months ended 30 September 2016:
approximately HK$10,377,000).

At 30 September 2017, the carrying amount of
property, plant and equipment held by the Group
under finance leases amounted to approximately
HK$54,360,000 (31 March 2017: approximately

HK$41,851,000).

11. TRADE AND RETENTION RECEIVABLES

10. % - B MR

BHE_ZTZ—t+tFhLA=+
HIE XA @ K& EH U
BWE  HBELZHEY
15,215,000 L (B2 = F
—ANFENLA=ZFTHLAE
A : #910,377,000%7T) °

R-_ZTE—tFALA=+8 -
$%Euﬂém?%ﬁm
WE - BERZHEOER®
@#J43%OML =T
—+E=A=Z+—8: 8

41,851,000/ 7T °

1. B 5 RUWF0R kBB ARE S

30 September 31 March

2017 2017

—B-tF —E—+F

AA=+H =A=t—H

(Unaudited) (Audited)

(REER) (E&%)

Note HK$°000 HK$’000

BisE THET FAL

Trade receivables B HREWHIE (a) 28,478 11,253
Retention receivables EWRES (o) 30,769 37,989
59,247 49,242
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For the six months ended 30 September 2017
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11. TRADE AND RETENTION RECEIVABLES

1. B S RYGIE R ERRE S

(Continued) (&
Notes: BEE
(@) The ageing analysis of trade receivables, based on (a) EZHEUGRIEREE N RE
the progress payment, is as follows: BRER O ATIAT -
30 September 31 March
2017 2017
—E—tF —E—+F
hB=t+H =A=+—H
(Unaudited) (Audited)
(REER) (BEZ)
HK$’000 HK$'000
TERT FTAT
0 to 30 days 0£30H 26,144 6,664
31 to 60 days 31HZE60H 2,334 1,356
Over 60 days 60H AL - 3,233
28,478 11,253
(b) As at 30 September 2017, the Group’s retention by R=ZE—tFhA=+H"
receivables expected to be recovered after FEEERE T @A R

more than twelve months was approximately
HK$3,006,000 (31 March 2017: approximately

HK$2,538,000).

B M)A E N ERRES
49 3,006,000 & T ( = =

—tE=A=+—08: %
2,538,000/ 7T) °
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12. TRADE AND RETENTION PAYABLES 12. B ZRMNFEAKEMNRE S
30 September 31 March
2017 2017
—E—tF —E—tF
AA=+H =A=+—H
(Unaudited) (Audited)
(REER) (=)
Note HK$’000 HK$10070
k3 TERT TET
Trade payables ZHENTIR (@) 48,901 17,878
Retention payables FERHRE S (o) 10,491 10,775
59,392 28,653
Notes: MisE -
(@) The ageing analysis of trade payables, based on @ BSENBRERKRE
the date of receipt of goods/services, is as follows: ¥,/ BR% B EAEY BR R D AT a0
™
30 September 31 March
2017 2017
—E—+F —E—+tF
hB=1+H =A=t—H
(Unaudited) (Audited)
(RBEX) (&%)
HK$°000 HK$iOO_O
TET FAET
0 to 30 days 0£30H 20,980 9,990
31 to 60 days 31HZ60H 2,289 2,350
61 to 90 days 61HZE90H 10,082 456
Over 90 days Q0H M E 15,550 5,082
48,901 17,878
(b) As at 30 September 2017, the Group’s retention by RZZE—+FhA=+H"
payables expected to be due after more than FERERE+ @A %R
twelve months was approximately HK$695,000 MNAEENEMNRES LD
(81 March 2017: approximately HK$745,000). 695,000 (=T —tF =

A=+—8 : #9745,0007%
TT) °
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For the six months ended 30 September 2017
HE-_T—+FhA=TRHIEAEA
13. SHARE CAPITAL 13. P&
Number of
shares Amount
RABE ¢8
000 HK$’000
TR TAT
Authorised: AT -
Ordinary shares of FREE0.01ET
HK$0.01 each TR
At 31 March 2017, RZT—t4F
1 April 2017 and =A=+—8"
30 September 2017 “T—+FmNA-BR
“T—+FNA=1H 10,000,000 100,000
Issued and fully paid: BETRHE -
Ordinary shares of SFREEC.01ET
HK$0.01 each ik
At 31 March 2017, R-Z—+%F
1 April 2017 and =A=+—-8"
30 September 2017 “T—+FNA-BR
—Z—+FNA=1+H 400,000 4,000
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14. CONTINGENT LIABILITIES

(a)

(b)

At the end of the reporting period, the Group
has provided guarantees to an insurance
company as follows:

Guarantees on Fji%”/\ HEH
performance bonds for  {RESIZHER
construction contracts

During the year ended 31 March 2016, a
subcontractor claimed against the Group
for certain construction works. The Group
and the subcontractor agree to resolve their
disputes by arbitration or by other means of
dispute resolution. The Group assessed that
the maximum liability on the claim would be
approximately HK$7,734,000.

The management of the Group, after taking
external legal advice, considers that it is pre-
mature to assess the outcome for the said
claim.

Pursuant to the deed of indemnity, the
controlling shareholders of the Company
have irrevocably and unconditionally, jointly
and severally, agreed to indemnify the Group
against, among others, all loss and damages
arising from the disputes.

Accordingly, no provision has been made for
the claim.

14, KABE
(@ RB{EHEER A&EE
m— KRB A RIE M
THR
30 September 31 March
2017 2017
—B-tF —E—+F
hB=+H =A=1+—H
(Unaudited) (Audited)
(RBERZ) (&%)
HK$’000 HK$’000
THERT TET
31,913 13,060
b) &2 —<F=A
=t+—HLEFE —4%
SBEERE TRELR
MAEBEREHERE K
SERZ>BEERAE
i@ 1 & sk AL 4 R R
FREREA G o KNE
HimnEaREEE
497,734,000/ 7T °
REBEEEEEZEEIN
HERERERR  &T
fily £ o 22 (8 45 R 60 e 1%
) AR R ©
ﬁﬁ%%1 wBEE K
A 89 1% B H“ ®E T —J
ﬁ%&ﬂM#m
ﬂﬂﬂ%~ﬂ%ﬁ$ﬁ

1B) B A M ELH —1)
BRARESHERAS
B{ELRE -

At - W Ep ez REE
R
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15. CAPITAL COMMITMENTS

The Group’s capital commitments at the end of
the reporting period are as follows:

15. B AHEIE

ANE BN HE R E A

Contracted but not provided for:
Property, plant and equipment

BATHERHREN
% R TR

16. RELATED PARTY TRANSACTIONS

In addition to those related party
transactions and balances disclosed
elsewhere to the condensed consolidated
interim financial statements, the Group had
the following transactions with its related
parties during the period:

(a)

T
30 September 31 March
2017 2017
—E—+F —T—tF
AB=+H —R=1t—4
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$'000
TER FET
- 4,045

16. BT 5

(@) FRARHERS T HE B
WK AT RE D

Six months ended

Rental income received
from a related company

Rental expenses charged
by a related company

30 September

BZEAA=1HLKEAR
2017 2016
—E—tF —EREF
(Unaudited) (Unaudited)
(RBERZ) (REER)
HK$’000 HK$'000
THET FET
- 10
669 642

Mr. Yeung Sau Ming Boris, an executive
Director, has beneficial interest in these

related companies.

HITEEHFALER
ZEBABARBEREER

TN
Zs o
*JIEL

IS

2

T
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16. RELATED PARTY TRANSACTIONS (Continued) — 16. B8E 532 5 (4)

(b) Compensation of key management personnel b) AEBETEEEABEH
of the Group: B -
Six months ended
30 September
HENA=1HLEAER
2017 2016
—E—tF NS
(Unaudited) (Unaudited)
(REER) (REEZ)
HK$°000 HK$’'000
THET FTAT
Short term employee REREEER
benefits 4,258 4,492
Pension scheme RRET B3R
contributions 57 59

Total compensation paid ~ [MEEBEEAE LR
to key management Hilaze
personnel 4,315 4,551
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