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You should read this section in conjunction with our audited combined financial statements
as at and for the years ended 31 March 2022, 31 March 2023 and 31 March 2024 as set out in
the Accountant’s Report, together with the accompanying notes. The Accountant’s Report has
been prepared in accordance with HKFRSs. You should read the Accountant’s Report in its

entirety and not merely rely on the information contained in this section.

The following discussion and analysis contain forward-looking statements that involve
risks and uncertainties. These statements are based on assumptions and analysis made by us in
light of our experience and perception of historical trends, current conditions and expected
future developments, as well as other factors that we believe are appropriate under the
circumstances. However, whether the actual outcome and developments will meet our
expectations and predictions depends on a number of risks and uncertainties over which we do

not have control. Please also refer to the sections headed “Risk Factors” and

“Forward-looking Statements” in this document.

OVERVIEW

We are an established contractor in Hong Kong engaged in civil and electrical engineering
and renewable energy works. Our civil engineering works specialise in site formation works and
road and drainage works, and our electrical engineering works specialise in cable trenching, laying
and jointing works. For renewable energy works, we specialise in solar photovoltaic works. To a
lesser extent, during the Track Record Period, we leased machinery and traded construction
materials to contractors and subcontractors on an ad hoc basis in a limited number of projects in
which we participated in. For details of our business model, please refer to the paragraph headed

“Business — Description of our services” in this document.

Our revenue decreased from approximately HK$520.4 million for FY2021/22 to
approximately HK$361.2 million for FY2022/23 and then recovered to approximately HK$526.1
million for FY2023/24. Our net profit decreased from approximately HKS$59.1 million for
FY2021/22 to approximately HK$40.6 million for FY2022/23 and then recovered to approximately
HK$76.9 million for FY2023/24.

For FY2021/22, FY2022/23 and FY2023/24, there were 43, 59 and 73 projects which
contributed a total of approximately HK$438.8 million, HK$338.9 million and HK$523.0 million
to our service revenue, respectively. As at 30 April 2024, we had 25 projects on hand. Our value of
backlog as at 31 March 2022, 31 March 2023, 31 March 2024 and 30 April 2024 amounted to
approximately HK$221.4 million, HK$722.0 million, HK$650.5 million and HK$570.2 million,

respectively.

- 253 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

BASIS OF PRESENTATION

Our Company is an exempted company incorporated in the Cayman Islands with limited
liability on 17 May 2024. Pursuant to the Reorganisation, which was completed on 26 June 2024,
our Company became the holding company of the companies now comprising our Group. For
further details, please refer to the section headed “History, Development and Reorganisation” in

this document.

The companies now comprising our Group were under the control of Mr. Yiu, Mr. Yiu Wang
Lung and Mr. Chan before and after the Reorganisation. Accordingly, the financial information for
FY2021/22, FY2022/23 and FY2023/24 has been prepared on a combined basis by applying the
principles of merger accounting as if the Reorganisation had been completed at the beginning of
the Track Record Period.

The historical financial information has been prepared in accordance with HKFRSs under the

historical cost conversion.

SIGNIFICANT FACTORS AFFECTING OUR RESULTS OF OPERATIONS AND
FINANCIAL CONDITION OF CONTINUING OPERATIONS

Our results of operations, financial condition and future prospects have been, and will

continue to be, affected by a number of factors, which primarily include the following:

There is no guarantee that our customers will provide us with new business

Our customers are under no obligation to award projects to us. During the Track Record
Period, we secured new projects mainly through invitation for tender by customers. There is no
assurance that we will be able to secure new contracts in the future. Accordingly, the number and
scale of projects and the amount of revenue we are able to derive therefrom may vary significantly
from period to period, and it may be difficult to forecast the volume of future business. For
FY2021/22, FY2022/23 and FY2023/24, we recorded a tender success rate of approximately
33.9%, 28.4% and 29.0% respectively. Our Directors consider that our success rate on project
tendering depends on a range of factors, which primarily include our pricing and tender strategy,
competitors’ tender and pricing strategy, the availability of our resources and subcontractors, level
of competition and our customers’ evaluation standards. There is no assurance that our Group
could achieve the same or similar success rate in the future as we did during the Track Record
Period. In the event that our Group fails to secure new contracts or there is a significant decrease
in the number of tender invitations or contracts available for bidding in the future, the business,

financial position and prospects of our Group could be materially and adversely affected.
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Fluctuation in our cost of services

Our cost of services mainly comprise (i) subcontracting fees; (ii) employee expenses; (iii)
(ii1) machinery and equipment leasing expenses; and (iv) cost of materials. Our major purchases
primarily include subcontracting fees and cost of materials. Please refer to the paragraph headed

“Business — Our suppliers” in this document for further details on our suppliers.

The following sensitivity analysis illustrates the impact of hypothetical fluctuations of service
income, employee expenses, subcontracting fees and cost of materials (being the major
components of our cost of services) on our profit before income tax during the Track Record

Period.

For illustrative purpose only, the following sensitivity analysis illustrates the impact of
hypothetical fluctuations of the service revenue generated from civil engineering works, electrical
engineering works and renewable energy works on our profit before income tax assuming other
variables remain unchanged for the dates indicated. Fluctuations in our service revenue are
assumed to be 30%, 40% and 50% based on the historical fluctuations of our Group during the
Track Record Period.

FY2021/22 FY2022/23 FY2023/24
HK$’000 HK$’000 HK$’000
Changes in service income
H=30% ... (+/-)131,646 (+/-)101,659 (+/-)156,902
H=A40% o (+/-)175,528 (+/-)135,545 (+/-)209,202
H=50% ... (+/-)219,411 (+/-)169,432 (+/-)261,503

For illustrative purpose only, the following sensitivity analysis illustrates the impact of
hypothetical fluctuations of the subcontracting fees on our profit before income tax assuming other
variables remain unchanged for the dates indicated. Fluctuations in our subcontracting fees are
assumed to be 30% and 40% based on the historical fluctuations of our Group during the Track

Record Period.

FY2021/22 FY2022/23 FY2023/24
HK$°000 HK$°000 HK$’000
Changes in subcontracting fees
H=30% ... (+/-)39,568 (+/-)29,369 (+/-)43,032
+H—=40% ... (+/-)52,757 (+/-)39,159 (+/-)57,376
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For illustrative purpose only, the following sensitivity analysis illustrates the impact of
hypothetical fluctuations of the employee expenses on our profit before income tax assuming other
variables remain unchanged for the dates indicated. Fluctuations in our employee expenses are
assumed to be 10% and 30% based on the historical fluctuations of our Group during the Track
Record Period.

FY2021/22 FY2022/23 FY2023/24
HK$’000 HK$’000 HK$’000
Changes in employee expenses
H=10% oo (+/-)8,855 (+/-)8,810 (+/-)11,261
H=30% .o (+/-)26,564 (+/-)26,431 (+/-)33,782

For illustrative purpose only, the following sensitivity analysis illustrates the impact of
hypothetical fluctuations of our cost of materials on our profit before income tax assuming all
other variables remain unchanged for the dates indicated. Fluctuations in our cost of materials are
assumed to be 5% and 10% based on the average of CAGR for the price of steel reinforcement,
portland cement, bitumen and diesel fuel (being the major components of our cost of materials) in
Hong Kong from 2018 to 2022 as stated in the Industry Report (please refer to the paragraph
headed “Industry overview — Cost Analysis of Civil Engineering and Electrical Construction
Works” in this document) and is therefore considered reasonable for the purpose of this sensitivity

analysis.

FY2021/22 FY2022/23 FY2023/24
HK$’000 HK$°000 HK$’000
Changes in cost of materials
H=5% .o (+/-)2,860 (+/-)2,195 (+/-)3,317
H=10% oo (+/-)5,720 (+/-)4,391 (+/-)6,633

APPLICATION OF HKFRSs

For the purpose of preparing the financial information, our Group has adopted all effective
new and revised HKFRSs which are mandatory for the financial year beginning from 1 April 2023

and have been consistently applied for the Track Record Period.

MATERIAL ACCOUNTING POLICIES

We have identified certain accounting policies which are material to the preparation of the
financial information in accordance with HKFRSs. The determination of these accounting policies
is fundamental to our financial positions and results of operations, and requires us to make

significant judgments and estimation, further information on which is set forth in the paragraph
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headed “Significant accounting judgments and estimates” in this section. The following sets forth
certain material accounting policies extracted from the Accountant’s Report, please refer to the

Accountant’s Report for fullset of the our material accounting policies.

Revenue recognition

Revenue is recognised when or as the control of the assets is transferred to the customers.
Depending on the terms of the contract and the laws that apply to the contract, control of the asset
may be transferred over time or at a point in time. Control of the assets is transferred over time if

our performance:

— provides all of the benefits received and consumed simultaneously by the customers;

— creates and enhances an asset that the customer controls as our Group performs;

— do not create an asset with an alternative use to our Group and our Group has an

enforceable right to payment for performance completed to date.

In control of the asset transfers over time, revenue is recognised over the period of the
contract by reference to the progress towards complete satisfaction of that performance obligation.

Otherwise, revenue is recognised at a point in time when the customer obtains control of the asset.

The progress towards complete satisfaction of the performance obligation is measured based
on one of the following methods that best depict our performance in satisfying the performance

obligation:

— direct measurements of the value transferred by our to the customer; or

— our effort or inputs to the satisfaction of the performance obligation.

(1) Construction contract

For construction contract, it is being eligible for recognition of revenue over time as our
Group created or enhanced an asset that customers controlled as our Group performs its
performance obligation. Our Group measures the progress of the projects in accordance with the
input method. Under input method, revenue on construction contracts is recognised based on our
efforts or inputs to the satisfaction of the performance obligation, by reference to the contract costs
incurred up to the end of reporting period as a percentage of total estimated costs for each

contract.
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Variations in contract work, claims and incentive payments are included in transaction price
to the extent that it is highly probable that a significant reversal of cumulative revenue recognised

will not occur.

(2) Sales of materials

Sales of materials are recognised when a group entity has delivered products to the customer,
the customer has full discretion over channel and price to sell the products, and there is no
unfulfilled obligation that could affect the customer’s acceptance of the products. Delivery occurs
until the products have been shipped to the specified location, the risk of obsolescence and loss
have been transferred to the customers, and either the customers have accepted the products in
accordance with sales contracts, and there is no unfulfilled obligation that could affect the

customers’ acceptance of the products.

(3) Leasing of machinery

Leasing of machinery is recognised in the accounting period in which the assets are leased

out.

Contract assets and liabilities

When either party to a contract has performed, our Group presents the contract in the
statements of financial position as a contract asset or a contract liability, depending on the

relationship between the entity’s performance and the customer’s payment.

A contract asset is our right to consideration in exchange for the services that our Group has
transferred to a customer. If the value transferred to customers by our Group exceed the payment
received or receivable, a contract asset is recognised. Contract assets are assessed for impairment

under the same approach adopted for impairment assessment of trade and retention receivables.
A contract liability is our obligation to render the services to a customer for which our Group
has received consideration from the customer. A contract liability is recognised by our Group when

the customer pays consideration in advance before our Group renders the service to the customer.

On the combined statement of financial position, our Group reports the net contract position

for each contract as either an asset or a liability.
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Trade and other receivables

Trade receivables are amounts due from customers for services performed in the ordinary
course of business. If collection of trade and other receivables is expected in one year or less (or
in the normal operating cycle of the business if longer), they are classified as current assets. If not,

they are presented as non-current assets.

Trade and other receivables are recognised initially at fair value and subsequently measured

at amortised cost using the effective interest method, less provision for impairment.
Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Trade payable are classified as current liabilities if
payment is due within one year or less (or in the normal operating cycle of the business if longer).
If not, they are presented as non-current liabilities. Trade and other payables are recognised
initially at fair value and subsequently measured at amortised cost using the effective interest
method.
Financial assets
Classification

Our Group classifies its financial assets in the following measurement categories:

— those to be measured subsequently at fair value (either through other comprehensive

income, or through profit or loss); and

— those to be measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets

and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or
other comprehensive income. For financial assets that are not held for trading, this will depend on
whether our Group have made an irrevocable election at the time of initial recognition to account

for the equity investment at fair value through other comprehensive income.

Our Group reclassifies debt investments when and only when its business model for

managing those assets changes.
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Recognition and derecognition

Regular purchases and sales of financial assets are recognised on trade-date, the date on
which our Group commits to purchase or sell the asset. Financial assets are derecognised when the
rights to receive cash flows from the financial assets have expired or have been transferred and our

Group has transferred substantially all the risks and rewards of ownership.

Measurement

At initial recognition, our Group measures a financial asset at its fair value plus, in the case
of a financial asset not at fair value through profit or loss (“FVPL”), transaction costs that are
directly attributable to the acquisition of the financial asset. Transaction costs of financial assets

carried at FVPL are expensed in profit or loss.

Debt instruments

Subsequent measurement of debt instruments depends on our business model for managing

the asset and the cash flow characteristics of the asset.

Assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest are measured at amortised cost. Interest income from
these financial assets is included in finance income using the effective interest rate method. Any
gain or loss arising on derecognition is recognised directly in profit or loss and presented in “other
gains” together with foreign exchange gains and losses. Impairment losses are presented as

separate line item in the profit or loss.

Our Group classifies all of its debt instruments as amortised cost as they were held for
collection of contractual cash flows and where those cash flows represent solely payments of

principal and interest.
Impairment

Our Group assesses on a forward-looking basis the expected credit losses associated with its
debt instruments carried at amortised cost. The impairment methodology applied depends on
whether there has been a significant increase in credit risk.

For trade and retention receivables and contract assets, our Group applies the simplified

approach permitted by HKFRS 9, which requires expected lifetime losses to be recognised from

initial recognition of the receivables.
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Property and equipment

Property and equipment is stated at historical cost less depreciation. Historical cost includes

expenditure that is directly attributable to the acquisition of the items.

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

combined statement of comprehensive income during the financial year in which they are incurred.

Depreciation on assets is calculated using the straight-line method to allocate their costs net

of their residual values over their estimated useful lives, as follows:

Leasehold improvement Over the lease term or 5 years, whichever is shorter
Office equipment and furniture 5 years
Machineries 5-10 years
Motor vehicles 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the

end of each reporting period.

An asset’s carrying amount is written down immediately to its recoverable amount if the

asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying

amount and are recognised in the combined statement of comprehensive profit or loss.
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Impairment of non-financial assets

Assets that are subject to depreciation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in
use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units). Non-financial assets that

suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

Intangible assets

Construction licence acquired is recognised at fair value at the acquisition date. Licence that
has indefinite useful lives are not amortised as renewal of licence is expected upon expiry. They
are subject to impairment testing annually or more frequently if events or changes in

circumstances indicate a potential impairment.

Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred.
Borrowings are subsequently measured at amortised cost. Any difference between the proceeds
(net of transaction costs) and the redemption amount is recognised in the combined statement of

comprehensive income over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless our Group has an unconditional right to

defer settlement of the liability for at least 12 months after the period-end date.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of our financial information in conformity with HKFRSs requires the use of
certain critical accounting estimates. It also requires our management to exercise judgement in the
process of applying our accounting policies. Estimates and judgements are continually evaluated
and are based on historical experience and other factors, including expectation of future events that
are believed to be reasonable under the circumstances. For details of our critical accounting

estimates and judgements, please refer to Note 4 to the Accountant’s Report.
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RESULTS OF OPERATIONS

The combined statements of profit or loss during the Track Record Period are summarised

below, which are extracted from the Accountant’s Report:

FY2021/22 FY2022/23 FY2023/24
HK’000 HK’000 HK’000

Revenue .......... ... ... ... ... ....... 520,351 361,207 526,099
Costofsales ....................... (426,738) (285,674) (404,492)
Gross profit ........ ... ... ..., ... 93,613 75,533 121,607
General and administrative expenses ... .. (20,360) (22,827) (23,561)
(Impairment loss)/reversal of impairment

loss on financial assets . ............. (3,176) (8,641) 174
Other income .. ............oo.... 1,353 5,423 1,933
Other gains . . ............ ... ........ 414 75 10
[REDACTED] expenses . . .. ........... [REDACTED] [REDACTED] |[REDACTED]
Operating profit . ................... 71,844 49,563 95,283
Finance cost,net .................... (1,334) (1,916) (2,367)
Profit before income tax ............. 70,510 47,647 92,916
Income tax expenses ................. (11,455) (7,082) (16,009)
Profit for the year .................. 59,055 40,565 76,907

Non-HKFRS financial measure

To supplement our combined financial statements which are presented in accordance with
HKFRSs, we also presented the adjusted net profit and adjusted net profit margin as additional
financial measures, which are not required by, or presented in accordance with HKFRSs. We
believe that the presentation of non-HKFRS financial measures when shown in conjunction with
the corresponding HKFRS financial measures provides useful information to [REDACTED] and
management in facilitating a comparison of our operating performance from period to period by
eliminating the potential impact of any item(s) that do not affect our ongoing operating
performance. Such non-HKFRS financial measures allow [REDACTED] to consider matrices used

by our management in evaluating our performance.
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The use of non-HKFRS financial measures has limitations as an analytical tool, and
[REDACTED] should not consider these in isolation from, or as a substitute for, or superior, to
analysis of our results of operations or financial condition as reported under HKFRSs. In addition,
the non-HKFRS financial measures may be defined differently from similar terms used by other

companies.

We adjusted for certain items as our non-HKFRS financial measures, in order to provide
[REDACTED] with an overall and fair understanding of our core operating results and financial
performance, especially in making period-to-period comparisons of, and assessing the profile of,
our operating and financial performance. [REDACTED] expenses are mainly expenses related to
the [REDACTED] and are added back because they were incurred for the purposes of the
[REDACTED] and are non-recurring.

Adjusted net profit
We defined adjusted net profit as net profit for the year adjusted by adding back

[REDACTED] expenses. The table below sets forth the adjusted net profit and the adjusted net

profit margin for each respective year during the Track Record Period:

FY2021/22 FY2022/23 FY2023/24
HK’000 HK’000 HK’000
Profit for the year.................... 59,055 40,565 76,907
Adjusted:
[REDACTED] expenses . .............. — — 4,880
Adjusted profit for the year . .......... 59,055 40,565 81,787
Adjusted net profit margin (%) ........ 11.3% 11.2% 15.5%
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PRINCIPAL COMPONENTS OF THE COMBINED STATEMENTS OF PROFIT OR LOSS

Revenue

Our service revenue is principally generated from the provision of construction services,
which can be broadly categorised as (i) civil engineering — site formation works; (ii) civil
engineering — road and drainage works; (iii) electrical engineering works; and (iv) renewable
energy works. To a lesser extent, we also derived our other revenue from leasing of machinery and

sales of materials.

The following table sets forth the breakdown of our revenue by segments during the Track

Record Period:

FY2021/22 FY2022/23 FY2023/24
HK$’000 % HK$’000 % HK$’000 %
Civil engineering:. . .. .............. 278,276  53.5 175,411 48.6 365,454  69.5
— Site formation works . ............ 263,022  50.6 114,596  31.8 309,429  58.8
— Road and drainage works . ........ 15,254 2.9 60,815 16.8 56,025 10.7
Electrical engineering. . ............. 127,638  24.5 125,409 34.7 113,244  21.5
Renewable energy ................. 32,907 6.3 38,043 10.5 44,308 8.4
Total service revenue . ............. 438,821 84.3 338,863 93.8 523,006 99.4
Leasing of machinery............... 37,774 7.3 14,917 4.1 1,029 0.2
Sales of materials. . . ... ............ 43,756 8.4 7,427 2.1 2,064 0.4
Total other revenue ............... 81,530 15.7 22,344 6.2 3,093 0.6
Total revenue .. .................. 520,351 100 361,207 100 526,099 100

Service revenue

Our total service revenue decreased from approximately HK$438.8 million for FY2021/22 to
approximately HK$338.9 million for FY2022/23 and recovered to approximately HK$523.0
million for FY2023/24. This overall trend of our service revenue was mainly driven by the trend of
our service revenue from site formation works, which decreased from approximately HK$263.0
million for FY2021/22 to approximately HK$114.6 million for FY2022/23 and recovered to
approximately HK$309.4 million for FY2023/24.

- 265 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

Civil engineering — Site formation works

During the Track Record Period, the projects at the third runway of Hong Kong International
Airport (collectively, the “Third Runway Projects”) was our major site formation works projects.
The Third Runway Projects are a public sector project in which we acted as subcontractor. The
Third Runway Projects comprised five projects within our project portfolio, of which three were
our top five projects during the Track Record Period in terms of revenue, namely Project No. #01,
Project No. #07 and Project No. #08. The following table sets forth the breakdown of our service
revenue from site formation works by Third Runway Projects and non-Third Runway Projects

during the Track Record Period:

FY2021/22 FY2022/23 FY2023/24
No. of No. of No. of
projects Revenue projects Revenue projects Revenue
HK$'000 % HK$’000 % HK$'000 %

Third Runway Projects. . . . . 1 254,576 96.8 4 92,699 80.9 4 241,225 78.0
Non-Third Runway Projects . 3 8,446 3.2 6 21,897 19.1 10 68,204 22.0
Total service revenue from

site formation works . . . . 4 263,022 100 10 114,596 100 14 309,429 100

The significant decrease in our service revenue from site formation works from
approximately HK$263.0 million for FY2021/22 to approximately HK$114.6 million for
FY2022/23 was mainly attributable to the decrease in service revenue contributed by Third
Runway Projects. The significant decrease in service revenue contributed by the Third Runway
Projects for FY2022/23 was mainly because Project No. #01 was substantially completed towards
the end of FY2021/22 and as a result contributed a substantially lower amount of service revenue
for FY2022/23. At the same time, Project No. #07 (with contract sum of approximately HK$573.3
million) and Project No. #08 (with contract sum of approximately HK$189.2 million) only
commenced in December 2022 and July 2022, respectively, which mean that the significant portion

of these two projects has not yet been recognised during FY2022/23.

During FY2023/24, as we completed more works especially for Project No. #07, we
recognised service revenue of approximately HK$171.6 million for that project. In addition, we
also worked on other non-Third Runway Projects, which led to the recovery of our service revenue
from site formation works for FY2023/24. For example, we commenced works on our new Project
No. #10 (with contract sum of approximately HK$60.7 million) in Yuen Long and recognised

service revenue of approximately HK$17.9 million for FY2023/24.
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While our service revenue from site formation works was mainly contributed by the Third
Runway Projects, the portion of which decreased from approximately 96.8% for FY2021/22 to
approximately 80.9% for FY2022/23 and to approximately 78.0% for FY2023/24. In respect of
service revenue from non-Third Runway Projects, the amount of service revenue from which
increased from approximately HK$8.4 million for FY2021/22 to approximately HK$21.9 million
for FY2022/23 and further increased to approximately HK$68.2 million for FY2023/24. Such

increases were mainly due to the number of non-Third Runway Projects year-on-year.

Civil engineering — Road and drainage works

Our service revenue from road and drainage works increased from approximately HK$15.3
million for FY2021/22 to approximately HK$60.8 million for FY2022/23, which was mainly
attributable to (i) the increase in service revenue contributed by Project No. #06 (being a public
sector project with contract sum of approximately HK$99.1 million) in Mui Wo as we completed
more works during FY2022/23 and recognised service revenue of approximately HK$26.1 million;
and (ii) increase in service revenue contributed by a public sector project in Tai Po with contract
sum of approximately HK$30.0 million in which we recognised service revenue of approximately
HK$12.3 million for FY2022/23.

Our service revenue from road and drainage works remained relatively stable at
approximately HK$60.8 million and HK$56.0 million for FY2022/23 and FY2023/24, respectively.

Electrical engineering works

Our service revenue from electrical engineering works amounted to approximately HK$127.6
million, HK$125.4 million and HK$113.2 million for FY2021/22, FY2022/23 and FY2023/24,
respectively. Such trend is generally underlined by the Master Agreement A and Master Agreement
B which are fixed-term contracts, and the aggregate revenue attributable to which amounted to
approximately HK$113.5 million, HK$123.6 million and HK$113.1 million for FY2021/22,
FY2022/23 and FY2023/24, respectively.

Our service revenue from electrical engineering works remained related stable for FY2021/22
and FY2022/23.

The slight decrease in service revenue from electrical engineering works during FY2023/24
was mainly due to the decrease in the service revenue contributed by the Master Agreement A and
the Master Agreement B during FY2023/24 which was driven by the amount of orders we

performed thereunder.
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Renewable energy works

Our service revenue from renewable energy works exhibited a steady growth, which increased
from approximately HK$32.9 million for FY2021/22 to approximately HK$38.0 million for
FY2022/23, and further increased to approximately HK$44.3 million for FY2023/24. Such increase

was mainly due to the increase in the number of renewable energy works projects year to year.

The following table sets forth the breakdown of our service revenue during the Track Record

Period by reference to project sectors:

FY2021/22 FY2022/23 FY2023/24
HKS$’000 % HKS$’000 % HK$’000 %
Public sector .. ................... 288,036  65.6 197,743 584 382,976 73.2
Private sector. . ................... 150,785 34.4 141,120 41.6 140,030 26.8
Total service revenue .. ............ 438,821 100 338,863 100 523,006 100

During the Track Record Period, our key public sector projects mainly included the Third
Runway Projects, while our key private section projects mainly included our projects under the
Master Agreement A and the Master Agreement B and Project No. #06.

During the Track Record Period, our service revenue was mainly derived from public sector
projects, the fluctuation of which was mainly attributable to the Third Runway Projects as

discussed above.

The following table sets forth the breakdown of our service revenue by our role as main

contractor or subcontractor during the Track Record Period:

FY2021/22 FY2022/23 FY2023/24
HKS$°000 % HKS$°000 % HKS$°000 %
Main contractor .. ................. 17,353 4.0 63,078 18.6 58,136  11.1
Subcontractor. . ................... 421,468 96.0 275,785 81.4 464,870 88.9
Total service revenue . ............. 438,821 100 338,863 100 523,006 100

During the Track Record Period, our service revenue was mainly contributed by projects in
which we acted as subcontractor, mainly for site formation works and electrical engineering works

projects. On the other hand, we mainly acted as main contractor for road and drainage works.
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The details of our top five projects for each financial year of the Track Record Period in
terms of revenue are set out in the paragraph headed “Business — Projects undertaken during the

Track Record Period” in this document.

Other revenue

To a limited extent, we leased machinery and traded construction materials mainly to
subcontractors on an ad hoc basis during the Track Record Period, which were ancillary to our

construction services.

For instance, in Project No. #01, we leased equipment such as excavator, crawler crane for
site works to the main contractor. In the same project, we supplied construction materials such as
sewers, drains, pipe culverts, ducts, trench drains and manholes to them as well. The majority of
our other revenue from leasing of machinery and sales of materials during the Track Record Period

was mainly in respect of the Third Runway Projects.

Cost of services

The table below sets forth the breakdown of our cost of services during the Track Record

Period:

FY2021/22 FY2022/23 FY2023/24
HK$’000 % HK$’000 % HK$’000 %

Subcontracting fees . ............... 131,893  30.9 97,897 34.3 143,439  35.5
Employee expenses . ............... 88,546  20.7 88,102  30.8 112,608  27.8
Machinery and equipment leasing

EXPENSES . v v v vt e 96,327 22.6 9,501 3.3 24,760 6.1
Material costs. .. ......... ... ..... 57,201 13.4 43909 154 66,333 16.4
Fuel and oil expenses. .............. 20,534 4.8 8,087 2.8 16,006 4.0
Depreciation of property and equipment. 8,510 2.0 10,384 3.6 10,899 2.7
Depreciation of right-of-use assets. . ... 2,171 0.5 2,173 0.8 1,014 0.2
Project consultancy cost. . ........... 3,451 0.8 4,594 1.6 5,979 1.5
Others Yo' .. 18,105 4.3 21,027 7.4 23,454 5.8
Total cost of services .............. 426,738 100 285,674 100 404,492 100

Note: Others mainly include the cost of repair and maintenance of our machineries, equipments and motor vehicles.
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Our cost of services during the Track Record Period comprised the followings:

Subcontracting fees

Our subcontracting fees represented the costs for engaging subcontractors. Our subcontracting
fees amounted to approximately HK$131.9 million, HK$97.9 million and HK$143.4 million for
FY2021/22, FY2022/23 and FY2023/24, respectively. The decrease in our subcontracting fee for
FY2022/23 was mainly due to the completion of Project No. #01. In addition, during the Track
Record Period, we deployed more direct labour in our projects year-on-year. As a result of the
foregoing, our subcontracting fee, as a percentage of service revenue, decreased from 30.1%,
28.9% to 27.4% for FY2021/22, FY2022/23 and FY2023/24, respectively.

Employee expenses

Our employee expenses represented our staff costs in respect of our staff who were directly
involved in carrying out site works, and our staff who were responsible for project management

and supervision.

Our employee expenses amounted to approximately HK$88.5 million, HK$88.1 million and
HK$112.6 million for FY2021/22, FY2022/23 and FY2023/24, respectively. Our cost of employee
expenses remained stable for FY2021/22 and FY2022/2023. Our employee expenses increased
from approximately HK$88.1 million for FY2022/23 to HK$112.6 million for FY2023/24, which

was mainly due to the increase in the number of our staff.

Machinery and equipment leasing expenses

Our machinery and equipment leasing expenses represented the rental for the lease of

machinery to supplement our own machinery fleet.

Our machinery and equipment leasing expenses amounted to approximately HK$96.3 million,
HK$9.5 million and HK$24.8 million for FY2021/22, FY2022/23 and FY2023/24, respectively.
The significant decrease in our machinery and equipment leasing expenses from approximately
HK$96.3 million for FY2021/22 to approximately HK$9.5 million for FY2022/23 was mainly due
to the significant decrease in demand on machinery and equipment for FY2022/23 for Project No.
#01, which was substantially completed towards end of FY2021/22. In addition, as we began to
acquire additional machinery in FY2021/22 for our own use, we incurred less machinery and
equipment leasing expenses for FY2022/23 and FY2023/24. Therefore, our machinery and
equipment leasing expenses represented approximately 22.0%, 2.8% and 4.7% of our service
revenue for FY2021/22, FY2022/23 and FY2023/24, respectively.

- 270 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

Our machinery and equipment leasing expenses increased from approximately HK$9.5
million for FY2022/23 to approximately HK$24.8 million for FY2023/24 which was mainly due to
a higher demand on our machinery and equipment for projects including Project No. #07 and
Project No. #08 during FY2023/24.

Material costs

Our material costs represented costs for construction materials required for performing our

project works, such as structural steel, concrete, PVC panel and solar photovoltaic panels.

Consumption of construction materials and their costs may vary from project to project, as (i)
the consumption of raw materials varies according to different types of works performed. For
example, the use of PVC panel is usually higher in electrical engineering projects, roads and
drainage projects than in site formation work projects; and (ii) the cost of construction materials
may be borne by us or by our customers or subcontractors depending on our contract terms with
different customers and subcontractors, resulting in fluctuations in the proportions of these costs

from project to project.

Our material costs decreased from approximately HK$57.2 million for FY2021/22 to
approximately HK$43.9 million for FY2022/23, and further increased to approximately HK$66.3
million for FY2023/24, which was mainly due to the amount of raw materials purchased for
projects that commenced during FY2022/23 and FY2023/24.

Depreciation of property and equipment

Our depreciation of property and equipment mainly represented the depreciation in respect of
our machinery and equipment used for our projects. Our depreciation of property and equipment
amounted to approximately HKS$8.5 million, HK$10.4 million and HK$10.9 million for
FY2021/22, FY2022/23 and FY2023/24, respectively. The increase in FY2022/23 was mainly
driven by the additional machinery we acquired during FY2021/22, the depreciation of which
began to take effect in FY2022/23. Our depreciation of property and equipment remained relatively
stable for FY2022/23 and FY2023/24, respectively.

Fuel and oil costs
Our fuel and oil expenses primarily represented the cost of fuel consumed for our machinery
and equipments. Our fuel and oil expenses decreased from approximately HK$20.5 million for

FY2021/22 to approximately HK$8.1 million, which was mainly due to the substantial completion
of Project No. #01 during FY2021/22.
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Our fuel and oil expenses increased from approximately HK$8.1 million for FY2022/23 to
approximately HK$16.0 million, which was mainly due to a higher demand on fuel for the
machinery and equipment for projects including Project No. #07 and Project No. #08 during
FY2023/24.

Gross profit and gross profit margin

The following table sets forth the breakdown of our service gross profit and service gross

profit margin in respect of our service revenue by types of works for the years indicated:

FY2021/22 FY2022/23 FY2023/24
Gross Gross Gross
profit profit profit

Gross profit margin Gross profit margin Gross profit margin

HK$’000 % HK$’000 % HK$’000 %

Civil engineering

— Site formation works . . ... ...... 33,885 129 12,783  11.2 61,535 19.9

— Road and drainage works. ....... 3,038 19.9 9,401 15.5 10,769 19.2
Electrical engineering. ... ........... 25,7767  20.2 29,456 235 34,148  30.2
Renewable energy ................. 1,324 4.0 7,696  20.2 14,021 31.6
Total service gross profit/gross profit

margin. ................ .. ..... 64,014 14.6 59,336 17.5 120,473 23.0

Our service gross profit margin is generally affected by factors such as, among others, the
work progress and stage of the projects, the proportion of works performed by our subcontractors
and our direct labour, the deployment of leased or our own machinery and the cost of the materials

required for the projects.

Civil engineering — Site formation works

Our service gross profit margin of site formation works remained relatively stable at
approximately 12.9% and 11.2% for FY2021/22 and FY2022/23, respectively, and increased
sharply to approximately 19.9% for FY2023/24.

Following our substantial completion of works for Project No. #01 during FY2021/22 (i.e.
more works was performed in FY2021/22 than in FY2022/23) and acquiring additional machinery
during the same year (in which we incurred approximately HK$17.7 million), we incurred
substantially less machinery and equipment leasing expenses for FY2022/23. The upward effect on

our service gross profit margin of the abovementioned was partially offset by the increase in
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purchase of raw materials for the new projects including Project No. #07 that commenced during
FY2022/23. The resultant effect of the above was that our service gross profit margin for site
formation works remained relatively stable for FY2021/22 and FY2022/23.

During FY2023/24, we incurred substantially less machinery and equipment leasing expenses
by deploying our own machinery. At the same time, from early 2023, following the easing of
COVID-19 outbreak in Hong Kong, the Government gradually relaxed the stringent anti-epidemic
measures, which facilitated our projects progress resulting in overall saving of our cost of services

resulting in an improved service gross profit margin for site formation works for FY2023/24.

Civil engineering — Road and drainage works

Our service gross profit margin for road and drainage works decreased from approximately
19.9% for FY2021/22 to approximately 15.5% for FY2022/23, and recovered to approximately
19.2% for FY2023/24. The decrease in service gross profit margin for road and drainage works for
FY2022/23 was mainly because we incurred a higher subcontracting fees and costs for purchasing

of raw materials for projects including Project No. #06.

Electrical engineering works

Our service gross profit margin for electrical engineering works increased steadily during the
Track Record Period, which increased from approximately 20.2% for FY2021/22 to approximately
23.5% for FY2022/23 and further increased to approximately 30.2% for FY2023/24. The steady
improvement in our service gross profit margin for electrical engineering was mainly because
during the Track Record Period we shifted to deploy more direct labour and reduced the use of

subcontractors.

Renewable energy works

Our service gross profit margin for renewable energy works increased significantly from
approximately 4.0% for FY2021/22 to approximately 20.2% for FY2022/23 and further increased
to approximately 31.6% for FY2023/24. The improvement in our service gross profit margin for
renewable energy works was mainly because during the Track Record Period, (i) we gradually
shifted to deploy more direct labour and reduced the use of subcontractors; and (ii) the decrease in

cost of our key raw materials such as solar photovoltaic panels.
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The following table sets forth the breakdown of our service gross profit and service gross
profit margin in respect of our service revenue by reference to project sectors during the Track
Record Period:

FY2021/22 FY2022/23 FY2023/24
Gross Gross Gross
profit profit profit

Gross profit margin Gross profit margin Gross profit margin

HK$’000 % HK$’000 % HK$’000 %
Public sector .. ......... ... . ..... 36,734 12.8 33,742  17.1 75,331 19.7
Private sector. . ................... 27,280 18.1 25,594  18.1 45,143 322
Total service gross profit/gross profit
margin. .............. .. ... .... 64,014 14.6 59,336 17.5 120,474 23.0

During the Track Record Period, our public sector projects were mainly site formation works
projects and road and drainage works projects; and our private sector projects were mainly
electrical engineering works projects. Our service gross profit margin for private sector projects
was higher than that for public sector projects during the Track Record Period, which was driven

by our electrical engineering works projects.

The following table sets forth the breakdown of our service gross profit and service gross
profit margin in respect of our service revenue by our role as main contractor or subcontractor

during the Track Record Period:

FY2021/22 FY2022/23 FY2023/24
Gross Gross Gross
profit profit profit

Gross profit margin Gross profit margin Gross profit margin

HK$’000 % HK$’000 % HK$’000 %
Main contractor . . ................. 3,427 19.7 10,261 16.3 13,204 22.7
Subcontractor. . . ........ . ... ... 60,587 144 49,075 17.8 107,270  23.1
Total service gross profit/gross profit
margin. .............. ... ..... 64,014 14.6 59,336 17.5 120,474 23.0

During the Track Record Period, we mainly acted as subcontractor in site formation works
projects and electrical engineering works projects, and we mainly acted as main contractor in road
and drainage works projects. For FY2021/22, our relatively lower service gross profit margin as

subcontractor for FY2021/22 was mainly driven by Project No. #01.
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General and administrative expenses

The following table sets forth the breakdown of our general and administrative expenses for

the years indicated:

FY2021/22 FY2022/23 FY2023/24
HK’000 % HK’000 % HK’000 %

Employee expenses . ............... 7,152 35.2 8,863  38.8 10,010 425
Office expense . . . ................. 3,568 17.5 4,367 19.1 5,018  21.3
Entertainment and travelling expenses . . 2,203 10.8 4,816 21.1 3,040 129
Auditor’s remuneration. . . . .......... 508 2.5 246 1.1 188 0.8
Depreciation of property and equipment. 511 2.5 545 2.4 471 2.0
Depreciation of right-of-use assets. . . .. 868 4.3 1,366 6.0 1,446 6.1
Insurance . . ........ ... ... . ... .. 430 2.1 59 0.3 46 0.2
Motor vehicles expenses. .. .......... 1,030 5.1 389 1.7 683 2.9
Legal and professional fees .......... 1,814 8.9 1,121 4.9 1,678 7.1
Donation and sponsorship ........... 271 1.3 411 1.8 253 1.1
Other expenses™ ™ ... ... .......... 2,005 9.8 644 2.8 728 3.1
Total general and administrative

€XPEeNSES. . . . ...t 20,360 100 22,827 100 23,561 100

Note: Other expenses mainly include the employees’ compensation and medical expenses for staff.

Our general and administrative expenses during the Track Record Period comprised the

followings:
Employee expenses

Our employee expenses represented our staff costs in respect of our back office staff. Our
employee expenses increased from approximately HK$7.2 million FY2021/22 to approximately
HK$8.9 million for FY2022/23, and further increased to approximately HK$10.0 million for
FY2023/24. Such increasing trend was mainly due to the increase in the number of our finance and

administration staff.
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Office expenses

Our office expenses mainly represented office utilities expenses in respect of our back office
staff. Our office expenses amounted to approximately HK$3.6 million, HK$4.4 million and
HK$5.0 million for FY2021/22, FY2022/23 and FY2023/24, respectively. Our office expenses
increased during the Track Record Period, which was in line in the increase in the number of back

office staff.

Entertainment and travelling expenses

Our entertainment and travelling expenses mainly represented social and business
development events in which we were keen to maintain customer relationship. Our entertainment
and travelling expenses amounted to approximately HK$2.2 million, HK$4.8 million and HK$3.0
million for FY2021/22, FY2022/23 and FY2023/24, respectively. Our entertainment and travelling
expenses increased during FY2022/23, which was considered necessary by our executive Directors
for connecting with our different business partners following the relaxation in social distancing

measures.

(Impairment losses)/reversal of impairment loss on financial assets

Impairment losses on financial assets represented the movement of provision for impairment
loss on trade receivables, retention receivables and contract assets during the Track Record Period.
The following table sets forth the movement of balance of provision for impairment losses on trade

receivables, retention receivables and contract assets during the Track Record Period:

Trade Retention

receivables receivables Contract assets Total

HKS$’000 HK$’000 HK$’000 HK$’000
Provision for impairment:
As at 1 March 2021 .............. 210 101 588 899
Movement during FY2021/22 .. ... .. 1,323 91 1,762 3,176
As at 31 March 2022............. 1,533 192 2,350 4,075
Movement during FY2022/23 .. ... .. 4,298 (88) 4,431 8,641
As at 31 March 2023............. 5,831 104 6,781 12,716
Movement during FY2023/24 . ... ... (743) 192 377 (174)
As at 31 March 2024............. 5,088 296 7,158 12,542

- 276 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

Other income

The following table sets forth the breakdown of our other income for the years indicated:

FY2021/22 FY2022/23 FY2023/24
HK’000 HK’000 HK’000

Other income

Subsidies

— Government . . ... — 4,179 305
— Construction Industry Council ........ 143 640 1,337
Other........ ... ... ... ... .. . . ... 1,210 604 291
Total other income. . ................. 1,353 5,423 1,933

Our other income mainly represented subsidies from the Government and the Construction
Industry Council. The increase in our other income from approximately HK$1.4 million for
FY2021/22 to approximately HK$5.4 million for FY2022/23 was mainly due to the subsidy
granted under the Employment Support Scheme of the Anti-Epidemic Fund of the Government.

Other gains

Our other gains for FY2021/22 and FY2022/23 represented the net gain on disposal of
subsidiaries. For FY2021/22, we recorded approximately HK$0.4 million gain on disposal of our
subsidiary, namely Creative Sun Engineering. For FY2022/23, we recorded approximately
HK$75,000 gain on disposal of our subsidiary, namely Wing Lee Property Investments. For details
of the background of the above disposals of subsidiaries, please refer to the paragraph headed
“History, Development and Reorganisation — Disposals during the Track Record Period” in this
document. For FY2023/24, we recorded approximately HK$10,000 gain on disposal of our motor

vehicle.
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Finance costs, net

The following table sets forth the breakdown of our net finance costs for the years indicated:

FY2021/22 FY2022/23 FY2023/24
HK’000 HK’000 HK’000

Finance income:
— Interest income from bank deposits . . .. —* —* —*
Finance costs:
— Interest expense on borrowings ....... (699) (1,169) (1,607)
— Interest expense of lease liabilities. . . . . (150) (104) (98)
— Interest expense on hire purchase. . . ... (485) (643) (662)

(1,334) (1,916) (2,367)
Finance cost,net . .. ................. (1,334) (1,916) (2,367)

*: The amount is less than HK$1,000.
Interest expense on borrowings is the major component of our net finance cost. Our interest

expense on borrowings increased during the Track Record Period, which was in line with the

increase in our borrowings.
Income tax expenses

The following table sets forth the breakdown of our income tax expenses for the years

indicated:
FY2021/22 FY2022/23 FY2023/24
HK’000 HK’000 HK’000
Current income taxX . ... ............... 11,156 7,465 13,983
Deferred income tax . ................. 299 (383) 2,026
Total income tax expenses............. 11,455 7,082 16,009
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Our income tax expenses included provision made for Hong Kong profits tax and movement
of deferred income tax assets. Hong Kong profits tax is calculated at 16.5% of the estimated
assessable profits during the Track Record Period, except for one subsidiary of the Company that
is qualified under the tow-tiered profits tax regime, under which the first HK$2.0 million of its

assessable profits are taxed at 8.25% and the remaining assessable profits are taxed at 16.5%.

For FY2021/22, FY2022/23 and FY2023/24, our effective tax rate, which is calculated by
dividing income tax expenses by profit before income tax, was approximately 16.2%, 14.9% and
17.2%, respectively. The decrease in our effective tax rate for FY2022/23 was mainly because our

subsidy received under the Employment Support Scheme was not taxable.

Net profit and net profit margin

As a result of the foregoing, our net profit for FY2021/22, FY2022/23 and FY2023/24
amounted to approximately HK$59.1 million and HKS$40.6 million and HKS$76.9 million,
respectively. Our net profit margin for FY2021/22, FY2022/23 and FY2023/24 was approximately
11.3%, 11.2% and 14.6%, respectively.

Excluding the [REDACTED] expenses incurred for the [REDACTED] exercise, our adjusted
net profit and adjusted net profit margin for FY2023/24 (as non-HKFRS measure) would be
approximately HK$81.8 million and 15.5% respectively. For details, please refer to the paragraph

headed “Results of operations — Non-HKFRS financial measure” in this section.
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LIQUIDITY AND CAPITAL RESOURCES

Net current assets

Current assets

Deposits, prepayments and

other receivables ... ............
Amounts due from Directors. .......
Amounts due from related parties . . . .

Cash and cash equivalents. . ........

Total current assets . . ............

Current liabilities

Trade and retention payables........
Contract liabilities. . ..............

Accurals, provision and other

payables. . ....... ... ... ... ..
Amounts due to Directors .. ........
Amounts due to related parties . .. ...
Lease liabilities. .. ...............
Borrowings . . ... ... L.

Current income tax liabilities . ... ...
Total current liabilities . . ... ... ...

Net current assets . ..............

As at 31 March

As at 30 April

2022 2023 2024 2024
HK’000 HK’000 HK’000 HK’000

— — 469 —
60,912 36,948 48,191 77,296
124,543 134,548 187,895 189,543
3,810 6,233 9,099 11,711
— 13,046 — —
4,171 6,401 — —
13,343 5,470 27,361 31,616
206,779 202,646 273,015 310,166
75,210 45,089 79,419 93,823
9,412 566 4,073 4,403
25,676 13,812 46,548 52,827
6,220 — — —
196 197 100 —
3,048 2,399 1,954 1,857
36,384 42,270 42,203 37,796
16,599 20,548 12,648 6,637
172,745 124,881 186,945 197,343
34,034 77,765 86,070 112,823
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Our net current assets increased over the Track Record Period, which was mainly contributed

by our net cash generated from operating activities and the increase in our working capital.

Our net current assets increased significantly from approximately HK$34.0 million as at 31
March 2022 to approximately HK$77.8 million as at 31 March 2023. Such increase was mainly
because the decrease in our current liabilities outweighed the decrease in our current assets. The
decrease in our current assets was mainly driven by the net cash outflow from investing and
financing activities, while the decrease in our current liabilities was mainly driven by the decrease

in our trade and retention payables and accruals, provision and other payables.

Our net current assets increased from approximately HK$77.8 million as at 31 March 2023 to
approximately HK$86.1 million as at 31 March 2024. Such increase was mainly because the
increase in our current assets outweighed the increase in our current liabilities. The increase in our
current assets was mainly driven by the net cash inflow from operating activities and the increase
in our contract assets, while the increase in our current liabilities was mainly driven by the

increase in trade and retention payables and accruals, provision and other payables.

Our net current assets increased from approximately HK$86.1 million as at 31 March 2024 to
approximately HK$112.8 million as at 30 April 2024. Such increase was mainly because the
increase in our current assets outweighed the increase in our current liabilities. The increase in our
current assets was mainly driven by the increase in our trade and retention receivables and cash
and cash equivalents, while the increase in our current liabilities was mainly driven by the increase

in our trade and retention payables.

Working capital

Taking into account the financial resources available to us, including our existing cash and
cash equivalents, availability of banking facilities, estimated [REDACTED] to be received by us
from the [REDACTED] and cash flows from our operations, our Directors are of the view that,
after due and careful inquiry, we have sufficient working capital for at least the next 12 months

commencing from the date of this document.
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Cash flows

The following table sets forth a summary of our cash flows for the years indicated:

FY2021/22 FY2022/23 FY2023/24
HK$’000 HK$’000 HK$’000
Operating profit before changes in working
capital .. ... ... L 87,281 72,623 108,948
Changes in working capital . . . .......... (77,927) (32,330) (17,674)
Cash flows from operating activities. .. ... 9,354 40,293 91,274
Tax paid .. ... ... ... (1,435) (3,515) (21,883)
Net cash inflow from operating activities . . 7,919 36,778 69,391
Net cash outflow from investing activities . (5,493) (35,872) (39,608)
Net cash inflow/(outflow) from financing
activities .. .......... ... 2,000 (8,779) (7,892)
Net increase/(decrease) in cash and cash
equivalents. . . ........ . ... ... ... 4,426 (7,873) 21,891
Cash and cash equivalents at beginning of
the financial year. . ................. 8,917 13,343 5,470
Cash and cash equivalents at end of the
financial year. . .................... 13,343 5,470 27,361

During the Track Record Period, we recorded net cash inflow from operating activities and
net cash outflow from investing activities for all years presented. On the other hand, we recorded
net cash inflow from financing activities for FY2021/2022 and recorded net cash outflow from
financing activities for FY2022/23 and FY2023/24.

Our cash and cash equivalents amounted to approximately HK$27.4 million as at 31 March
2024, representing an increase of approximately HK$21.9 million from approximately HK$5.5
million as at 31 March 2023. Such increase was mainly because net cash inflow from operating

activities outweighed the net cash inflow from operating activities.

Net cash inflow from operating activities

For FY2021/22, we had net cash inflow from operating activities of approximately HK$7.9
million, primarily reflecting: (i) profit before income tax expense of approximately HK$70.5
million; (ii) positive adjustments before changes in working capital of approximately HK$16.8
million, which primarily reflected depreciation of property and equipment of approximately

HK$9.0 million and depreciation of right-of-use assets of approximately HK$3.0 million; (iii)
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negative movement in working capital of approximately HK$77.9 million, which primarily
reflected an increase in contract assets of approximately HK$46.2 million, an increase in trade
receivables of approximately HK$42.6 million, offset by an increase in trade and retention

payables of approximately HK$17.8 million.

For FY2022/23, we had net cash inflow from operating activities of approximately HK$36.8
million, primarily reflecting: (i) profit before income tax expense of approximately HK$47.6
million; (ii) positive adjustments before changes in working capital of approximately HK$25.0
million, which primarily reflected depreciation of property and equipment of approximately
HK$10.9 million; (iii) negative movement in working capital of approximately HK$32.3 million,
which primarily reflected a decrease in trade and retention payables of approximately HK$30.1
million, an increase in contract assets of approximately HK$14.3 million, offset by an increase in
accruals, provision and other payables of approximately HK$3.7 million and a decrease in trade
receivables of HK$19.7 million.

For FY2023/24, we had net cash inflow from operating activities of approximately HK$69.4
million, primarily reflecting: (i) profit before income tax expense of approximately HK$92.9
million; (ii) positive adjustments before changes in working capital of approximately HK$16.0
million, which primarily reflected depreciation of property and equipment of approximately
HK$11.4 million; (iii) negative movement in working capital of approximately HK$17.7 million,
which primarily reflected an increase in contract assets of approximately HK$53.9 million and an
increase in trade receivables of approximately HK$10.5 million, offset by an increase in accruals,
provision and other payables of approximately HK$12.7 million and an increase in trade and

retention payables of approximately HK$34.3 million.

Net cash outflow from investing activities

For FY2021/22, our net cash outflow from investing activities amounted to approximately
HK$5.5 million, which was mainly contributed by the payments for property and equipment of
approximately HK$6.1 million.

For FY2022/23, our net cash outflow from investing activities amounted to approximately
HK$35.9 million, which was mainly contributed by (i) advance to Directors of approximately
HK$13.0 million; and (ii) payments for property and equipment of approximately HK$20.4

million.
For FY2023/24, our net cash outflow from investing activities amounted to approximately

HK$39.6 million, which was mainly contributed by (i) payments for property and equipment of
approximately HK$18.6 million; and (ii) advances to Directors of approximately HK$27.4 million.
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Net cash inflow/(outflow) from financing activities

For FY2021/22, our net cash inflow from financing activities amounted to approximately
HK$2.0 million, which was mainly contributed by (i) proceeds from bank loans of approximately
HK$21.8 million; and (ii) proceeds from hire purchase of approximately HK$14.8 million, offset
by repayment to Directors of approximately HK$16.1 million.

For FY2022/23, our net cash outflow from financing activities amounted to approximately
HK$8.8 million, which was mainly contributed by (i) repayment of hire purchases of
approximately HK$11.6 million; (ii) repayment of bank loans of approximately HK$6.9 million;
(iii) repayment to Directors of approximately HK$6.2 million, offset by proceeds from hire

purchase of approximately HK$12.8 million.

For FY2023/24, our net cash outflow from financing activities amounted to approximately
HK$7.9 million, which was mainly contributed by (i) repayment of bank loans of approximately
HK$17.7 million; and (ii) repayment of hire purchase of approximately HK$12.4 million, offset by

proceeds from bank loans of approximately HK$22.4 million.

— 284 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

COMBINED STATEMENTS OF FINANCIAL POSITION

The following table sets forth our combined statements of financial position as at the dates

indicated, which are extracted from the Accountant’s Report:

ASSETS

Non-current assets
Property and equipment

Right-of-use assets

Intangible assets

Deposits . .........

Deferred income tax assets . ............

Total non-current assets

Current assets

Inventories ........

Trade receivables

Contract assets ... ..

Deposits, prepayments and

other receivables

Amounts due from related parties . . ......

Cash and cash equivalents

Total current assets

Total assets. . . ... ..

LIABILITIES

Non-current liabilities
Borrowings . . ......

Lease liabilities. . . ..

Deferred income tax liabilities ..........

Other payable . .. ...

Provision for long service payment. . ... ..

Total non-current liabilities . ..........

As at 31 March

2022 2023 2024

HK’000 HK’000 HK’000
54,537 48,407 85,610
3,680 3,322 2,764
1,620 1,620 1,620
— 46 525
2,215 2,344 2,243
62,052 55,739 92.762
— — 469
60,912 36,948 48,191
124,543 134,548 187,895
3,810 6,233 9,099
— 13,046 —
4,171 6,401 _
13,343 5,470 27,361
206,779 202,646 273,015
268,831 258,385 365,777
10,447 7,519 7,959
790 1,018 813
5,956 5,703 7,628
— — 6,727
442 269 313
17,635 14,509 23,440

- 285 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

Current liabilities

Trade and retention payables..........
Contract liabilities. .. ...............
Accurals, provision and other payables . . ..
Amounts due to directors ............
Amounts due to related parties . .......
Lease liabilities. .. .................
Borrowings . . ....... ... ..

Current income tax liabilities .........

Total current liabilities . .. ..........

Total liabilities ...................

NET ASSETS ....................

EQUITY
Equity attributable to owners of the
Company

Combined capital ..................
Other reserves . ...................

Retained earnings . .................

Capital and reserves attributable to

owners of the Company ..........

Non-controlling interests. ............

Total equity .....................

As at 31 March

2022 2023 2024

HK’000 HK’000 HK’000
75,210 45,089 79,419
9,412 566 4,073
25,676 13,812 46,548
6,220 — —
196 197 100
3,048 2,399 1,954
36,384 42,270 42,203
16,599 20,548 12,648
172,745 124,881 186,945
190,380 139,390 210,385
78,451 118,955 155,392
10 10 10
4,356 4,918 4,889
73,541 144,067 150,493
77,907 118,995 155,392
544 — —
78,451 118,995 155,392
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DESCRIPTION OF CERTAIN LINE ITEMS IN THE COMBINED STATEMENTS OF
FINANCIAL POSITION

Property and equipment

The following table sets forth the breakdown of our property and equipment by class as at the

dates indicated:

As at 31 March

2022 2023 2024
HK’000 HK’000 HK’000
Leasehold improvement. .. ............. 579 406 155
Office equipment and furniture .......... 475 712 492
Machinery. ......... ... ... 48,248 42,291 79,892
Motor vehicles . ..................... 5,235 4,998 5,071
Total property and equipment ......... 54,537 48,407 85,610

Our property and equipment primarily comprised leasehold improvements, office equipment,
machinery and motor vehicles. Our property and equipment decreased from approximately
HK$54.5 million as at 31 March 2022 to approximately HK$48.4 million as at 31 March 2023,
which was mainly driven by the depreciation charge for the year. Our property and equipment
increased from approximately HK$48.4 million to approximately HK$85.6 million as at 31 March
2024, which was mainly driven by the addition of our machinery during FY2023/24, partially

offset by depreciation charge for the year.

Right-of-use assets

Our right-of-use assets mainly represented our leased premises. As at 31 March 2022, 31
March 2023 and 31 March 2024, our right-of-use assets amounted to approximately HK$3.7
million, HK$3.3 million and HK$2.8 million, respectively.

The slight decrease of our right-of-use assets from approximately HK$3.7 million as at 31
March 2022 to approximately HK$3.3 million as at 31 March 2023 was mainly due to depreciation

charge for the year, which was partially offset by the addition of new leases.
The slight decrease of our right-of-use assets from approximately HK$3.3 million as at 31

March 2023 to approximately HK$2.8 million as at 31 March 2024 was due to depreciation charge

for the year, which was offset by the addition of new leases.
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Intangible assets

Our intangible assets represented the construction licence (with indefinite useful lives) held
by wholly-owned subsidiary, namely, Kaiser Construction Engineering, of approximately HK$1.6
million. The construction licence is granted by Development Bureau to Kaiser Construction
Engineering. Through the construction licence, Kaiser Construction Engineering is eligible to
undertake government construction contracts of road and drainage, subject to tender limit for

public works contracts under the relevant works category of value up to HK$150 million.

Our Group carried out impairment assessments annually and concluded that no impairment
loss was recognised as at 31 March 2022, 31 March 2023 and 31 March 2024.

Inventory
Our Group generally does not maintain a material amount of inventories during the Track
Record Period as our construction materials are purchased and consumed on a project-by-project

basis.

As at 31 March 2024, we recorded minimal inventory amounting to approximately HK$0.5

million which represented a batch of solar photovoltaic panels.

Trade receivables

The following table sets forth the breakdown of our trade receivables as at the dates

indicated:
As at 31 March
2022 2023 2024
HK$’000 HK$’000 HK$’000
Trade receivables, gross ............... 62,445 42,779 53,279
Less: provision for impairment . . ........ (1,533) (5,831) (5,088)
Trade receivables, net . ............... 60,912 36,948 48,191

Our net trade receivables amounted to approximately HK$60.9 million, HK$36.9 million and
HK$48.2 million as at 31 March 2022, 31 March 2023 and 31 March 2024, respectively.

Our net trade receivables decreased from approximately HK$60.9 million as at 31 March

2022 to approximately HK$36.9 million as at 31 March 2023. Such decrease was due to (i) the

decrease in the outstanding balance from a sizeable project undertaken by our Group during
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FY2022/2023, namely the gross trade receivables in respect of Project No. #01 which amounted to
approximately HK$23.2 million (as at 31 March 2022: approximately HK$49.1 million); and (ii)
provision for impairment made against the outstanding balances from Customer A in relation to

Project No. #01, which amounted to approximately HK$5.0 million.

Our net trade receivables increased from approximately HK$36.9 million as at 31 March
2023 to approximately HK$48.2 million as at 31 March 2024. Such increase was due to the
increase in the outstanding balance from some of our top projects during FY2023/24, namely the
gross trade receivables for Project No. #07 which amounted to approximately HK$20.5 million,
and the gross trade receivables for Project No. #08 which amounted to approximately HK$10.3

million.

Our trade receivables are due within 7 to 60 days from the date of billing. For our credit
policy and credit risk arising from trade receivables, please refer to Note 3(b) to the Accountant’s

Report.

The following is an ageing analysis of our trade receivables as at the dates indicated, based

on the invoice date:

As at 31 March

2022 2023 2024
HKS$°000 HK$’000 HK$’000
Within 30 days . ..................... 33,776 14,393 39,598
31-60days . .. ... 25,234 3,264 2,593
61-90days............. . 3,431 247 —
91-180days . .......... ..., 4 93 1,274
Over 180 days....................... — 24,782 9,814
Total trade receivables, gross . ......... 62,445 42,779 53,279

The following table sets forth the average turnover days of trade receivables for the years

indicated:

FY2021/22 FY2022/23 FY2023/24
(days) (days) (days)
Average turnover days of trade
receivables' .. ... ... .. L 28.8 53.2 29.5
Average turnover days of trade receivables
and unbilled revenue™® ... ........... 94.2 173.5 138.4
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Note:

(1)  Average turnover days of trade receivables equal average trade receivables, net of loss allowance, divided by total
revenue for the year and multiplied by 365. Average trade receivables are calculated as trade receivables at the
beginning of the year plus trade receivables at the end of the year, divided by two.

(2)  Average turnover days of trade receivables and unbilled revenue turnover days equal average trade receivables and
unbilled revenue, net of loss allowance, divided by total revenue for the year and multiplied by 365. Average trade
receivables and unbilled revenue are calculated as trade receivables and unbilled revenue at the beginning of the

year plus trade receivables at the end of the year, divided by two.

Our average turnover days of trade receivables were approximately 28.8 days, 53.2 days and
29.5 days for FY2021/22, FY2022/23 and FY2023/24, respectively,

Our trade receivables and unbilled revenue turnover days are longer than trade receivables
turnover days, as it includes the progress of certification by our customer. Our Group generally
submits a progress payment application to our customer on a monthly basis with reference to the
amount of works completed and our customer will examine and certify our works done by issuing
a payment certificate to us. We will then issue an invoice to our customer. Therefore, the
fluctuation in trade receivables and unbilled revenue turnover days depends on (i) the certification
process of our customers; (ii) our customers’ internal process for approving our invoices; (iii) the
credit terms granted by us to our customers; and (iv) the amount and time of settlement by our

customers.

As at 30 April 2024 (the latest practicable date for this information), approximately HK$34.5

million, or 71.6%, of our net trade receivables as at 31 March 2024 were subsequently settled.

Contract assets and liabilities

A contract asset represents our right to consideration from customers in exchange for the
provision of construction services that our Group has transferred to the customers that is not yet
unconditional. Contract assets arise when our Group has provided the construction services under
the relevant contracts but the works have yet to be certified by architects, quantity surveyors or
other representatives appointed by the customers and/or our right to payment is still conditional on
factors other than passage of time. Any amount previously recognised as a contract asset is
reclassified to trade receivables at the point when our Group’s right to payment becomes

unconditional other than passage of time.
A contract liability represents our obligation to transfer the aforesaid services to a customer

for which our Group has received consideration (or an amount of consideration is due) from the

customer.

-290 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

Our Group classifies these contract assets and liabilities as current because our Group expects

to realise them in its normal operating cycle.

The following table sets forth our contract assets and contract liabilities as at the dates

indicated:

As at 31 March

2022 2023 2024
HK’000 HK’000 HK’000

Contracts assets

Unbilled revenue. . ................... 119,695 135,051 178,843
Billed retention receivables. ............ 7,390 6,382 16,506
Total contract assets, gross ............. 127,085 141,433 195,349
Less: provision for impairment:

— Unbilled revenue . ................. (2,350) (6,781) (7,158)
— Billed retention receivables .......... (192) (104) (296)
Contract assets, net. . . ............... 124,543 134,548 187,895
Contract liabilities. . . . ... ............ 9,412) (566) (4,073)

Unbilled revenue

Our unbilled revenue increased from approximately HK$119.7 million as at 31 March 2022 to
approximately HK$135.1 million as at 31 March 2023. Such increase was primarily attributable to
the increase in size and number of contract works that the relevant services were provided but not
certified at the end of each reporting period, such as (i) projects under Master Agreement A, where
our unbilled revenue increased from approximately HK$23.3 million as at 31 March 2022 to
approximately HK$29.9 million as at 31 March 2023; (ii) projects under Master Agreement B,
where our unbilled revenue increased from approximately HK$5.2 million as at 31 March 2022 to
approximately HK$8.0 million as at 31 March 2023; and (iii) Project No. #06, where our unbilled
revenue increased from approximately HK$1.6 million as at 31 March 2022 to approximately
HK$5.3 million as at 31 March 2023. Such increase was offset by provision for impairment made
against the outstanding balances from Customer E in relation to Project No. #01, which amounted

to approximately HK$5.0 million.
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Our unbilled revenue increased from approximately HK$135.1 million as at 31 March 2023
to approximately HK$178.8 million as at 31 March 2024. Such increase was primarily attributable
to the increase in size and number of contract works that the relevant services were provided but
not certified at the end of each reporting period, such as Project No. #07, where our unbilled
revenue increased from approximately HK$6.4 million as at 31 March 2023 to approximately
HK$36.9 million as at 31 March 2024.

Our net unbilled revenue amounted to approximately HK$171.7 million as at 31 March 2024.
Of which, approximately 44.7% (which amounted to approximately HK$76.7 million) had been
subsequently billed up to 30 April 2024 (the latest practicable date for this information).

Billed retention receivables

Billed retention receivables are settled in accordance with the terms of the respective
contracts. The terms and conditions in relation to the release of retention vary from contract to
contract, which is subject to practical completion, the expiry of the defect liability period or a
pre-agreed time period. In the combined statements of financial position, billed retention

receivables are classified as current assets based on its normal operating cycle.

The settlement analysis of these retention receivables based on the terms of related contracts

was as follows:

As at 31 March

2022 2023 2024
HK$’000 HK$’000 HK$’000
To be recovered within twelve months . . .. 7,338 3,810 4,172
To be recovered more than twelve months
after the end of the reporting period . . .. 52 2,572 12,334
Billed retention receivables, net . .. ... .. 7,390 6,382 16,506
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Deposits, prepayments and other receivables

As at 31 March

2022 2023 2024
HK’000 HK’000 HK’000

Prepayments ... ....... .. ... ... ... ... 697 238 2,442
[REDACTED] ........ ... ... ...... [REDACTED] [REDACTED] [REDACTED]
Other receivables . ................... 744 3,031 2,959
Deposits .. ... 2,369 3,010 2,712
Total deposits, prepayments and other

receivables . .. ....... .. .. .. .. .. ... 3,810 6,279 9,624

Deposits

Our deposits mainly consist of (i) rental deposits and (ii) material deposits paid to suppliers.

Our deposits amounted to approximately HK$2.4 million, HK$3.0 million and HK$2.7
million as at 31 March 2022, 31 March 2023 and 31 March 2024, respectively. Our deposits
increased from approximately HK$2.4 million to approximately HK$3.0 million was mainly due to
increase in deposits for purchase of motor vehicle and utilities. Our deposits remained stable as at
31 March 2023 and 31 March 2024.

Prepayments

Our prepayments mainly consist of prepayments of (i) machinery and motor vehicle

instalment; and (ii) subcontracting fees.

Our prepayments amounted to approximately HK$0.7 million, HK$0.2 million and HK$2.4
million as at 31 March 2022, 31 March 2023 and 31 March 2024, respectively. Our prepayments
decreased from approximately HK$0.7 million as at 31 March 2022 to approximately HK$0.2
million as at 31 March 2023, which was mainly due to prepayment of a scissor platform towards
year end of FY2021/22. Our prepayments increased from approximately HK$0.2 million as at 31
March 2023 to approximately HK$2.4 million as at 31 March 2024, which was mainly due to
prepayment of subcontracting fees of concrete works and installation of steel structures to
subcontractors near the year end of FY2023/24.
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Other receivables

Our other receivables mainly consist of loan to subcontractors for mobilising their labour to

undertake the works.

Our other receivables amounted to approximately HK$0.7 million, HK$3.0 million and
HK$3.0 million as at 31 March 2022, 31 March 2023 and 31 March 2024, respectively. Our other
receivables increased from approximately HK$0.7 million as at 31 March 2022 to approximately
HK$3.0 million as at 31 March 2023, which was mainly due to an advance to one of our suppliers
for its working capital need. As at the Latest Practicable Date, such amount has been subsequently
settled. Our other receivables remained stable as at 31 March 2023 and 31 March 2024.

Trade and retention payables

As at 31 March

2022 2023 2024
HK$’000 HK$’000 HK$’000
Trade payables ...................... 73,749 42,146 72,576
Retention payables ................... 1,461 2,943 6,843
Total trade and retention payables. ... .. 75,210 45,089 79,419

Our trade and retention payables mainly comprised payables to subcontractors, suppliers of

construction materials and rental of machineries.

Our trade payables amounted to approximately HK$73.7 million, HK$42.1 million and
HK$72.6 million as at 31 March 2022, 31 March 2023 and 31 March 2024, respectively. Such
fluctuation was partly due to the difference in credit periods granted by different suppliers and
difference in timing of payments to our suppliers. Our retention payables to subcontractors
amounted to approximately HK$1.5 million, HK$2.9 million and HK$6.8 million as at 31 March
2022, 31 March 2023 and 31 March 2024, respectively. Such fluctuation depends on the practical
completion, the expiry of the defect liabilities period or a pre-agreed time period of each projects

involving retention payables to our subcontractors.
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As at 31 March 2022, 2023 and 2024, the ageing analysis of the trade and retention payables

based on invoice date is as follows:

As at 31 March

2022 2023 2024
HK$’000 HK$’000 HK$’000
Within 30 days . ..................... 28,826 27,436 32,894
31-60 days . ... .. 17,863 10,350 12,278
61-90days .......... ... 26,725 1,052 4,158
Over 90 days......... ... ..., 1,796 6,251 30,089
75,210 45,089 79,419

The following is an ageing analysis of our trade and retention payables as at the dates

indicated, based on the invoice date:

The following table sets forth the average turnover days of trade payables for the years

indicated:
FY2021/22 FY2022/23 FY2023/24
(days) (days) (days)
Average turnover days of trade payables'" . 55.5 74.0 51.8
Note:

(1)  Average turnover days of trade payables equal average trade payables, divided by cost of service for the year and
multiplied by 365. Average trade payables are calculated as trade payables at the beginning of the year plus trade
payables at the end of the year, divided by two.

Our average trade payables turnover days were approximately 55.5 days, 74.0 days and 51.8
days for FY2021/22, FY2022/23 and FY2023/24, respectively. During the Track Record Period,
our top suppliers generally granted a credit period ranged from 7 days to 50 days.

As at 30 April 2024 (the latest practicable date for this information), approximately HK$9.1
million, or 12.5%, of our trade payables as at 31 March 2024 were subsequently settled.
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Accruals, provision and other payables

As at 31 March

2022 2023 2024
HK’000 HK’000 HK’000
Non-current liabilities
Payable for purchase of property and
equipment . .. ... — — 6,727
Provision for long service payment . ..... 442 269 313
442 269 7,040
Current liabilities
Payable for purchase of property and
equipment ... ... ... 15,576 — 23,267
Accrued auditors’ remuneration ......... 440 214 204
Accrued employee expenses . ........... 7,745 10,224 12,145
[REDACTED] expenses . . .. ........... [REDACTED] [REDACTED] [REDACTED]
Other accruals and payable ............ 1,915 3,374 7,790
25,676 13,812 46,548

Payable for purchase of property and equipment

Our payable for purchase of property and equipment represented payable for our purchase of

machinery and equipment which had not yet settled as at the year end.

Provision for long service payment

Provision for long service payment represented the long service payment obligations for its

employees in Hong Kong.

The Government gazetted the Hong Kong Employment and Retirement Schemes Legislation
(Offsetting Arrangement) (Amendment) Ordinance 2022 (the “Amendment Ordinance”) in June
2022, which will eventually abolish the statutory right of an employer to reduce its long service
payment (“LSP”) and severance payment payable to a Hong Kong employee by drawing on its
mandatory contributions to the Mandatory Provident Fund (“MPF”) scheme (also known as the
“offsetting mechanism”). The Government has subsequently announced that the Amendment
Ordinance will come into effect from 1 May 2025 (the “Transition Date”). Among other things,

once the abolition of the offsetting mechanism takes effect, an employer can no longer use any of

- 296 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST BE
READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

the accrued benefits derived from its mandatory MPF contributions (irrespective of the
contributions made before, on or after the Transition Date) to reduce the LSP in respect of an

employee’s service from the Transition Date.

Pension costs are assessed using the projected unit credit cost method. The pension costs are
charged to the statement of comprehensive profit or loss so as to spread the regular costs as at 31
March 2022, 31 March 2023 and 31 March 2024 over the service lives of employees. A full
valuation of the defined benefit obligation based on the projected unit credit cost method has been
carried out by the valuer, an independent qualified actuary, and the pension costs are charged to

the combined statement of profit or loss.

For movement in the present value of our long service payment provision, please refer to

Note 27 to the Accountant’s Report.
Accrued employee expenses

Our accrued employee expenses increased from approximately HK7.7 million as at 31 March
2022 to approximately HK10.2 million as at 31 March 2023 and further increased to approximately
HK12.1 million as at 31 March 2024, which were generally in line with the increase in number of
employees.

Other accruals and payable

Our other accruals and payables as at 31 March 2024 mainly comprised payable for rental of

machinery.

Borrowings

Our borrowings comprised bank loans and hire purchase. The following table sets forth the

breakdown of our borrowings as at the dates indicated:

As at 31 March

2022 2023 2024
HK’000 HK’000 HK’000
Guaranteed:
— Bank loans ...................... 28,524 30,254 34,905
Secured:
— Hire purchase. . ................... 18,307 19,535 15,257
Total borrowings . . ... ............... 46,831 49,789 50,162
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The following table sets forth the maturity groups (without taking into account the effect of

repayment of demand clause) as at the dates indicated:

As at 31 March

2022 2023 2024
HK$’000 HK$’000 HK$’000

Borrowings repayable:

Within one year. . . .......... ... ... ... 5,803 7,636 20,164
Between one and two years............. 6,001 7,966 7,729
Between two years to five years . ........ 14,539 13,261 6,446
Over fiveyears...................... 2,181 1,391 566
Total bank loans . ... ................ 28,524 30,254 34,905

As at 31 March 2022, 31 March 2023 and 31 March 2024, (i) our borrowing facilities are

secured by our property and equipment with net book value of approximately HK$43.3 million,

HK$36.1 million and HK$71.4 million, respectively, and personal guarantees by our Directors. The

personal guarantees by our Directors shall be released upon [REDACTED].

Current income tax liabilities

The following table sets forth the movement of our current income tax liabilities:

As at 31 March

2022 2023 2024
HK’000 HK’000 HK’000

Current tax income liabilities as the

beginning of the year................ 6,878 16,599 20,548
Current income taxX . ... ............... 11,156 7,464 13,983
Tax paid .. ... ... .. (1,435) (3,515) (21,883)
Current income tax liabilities as end of

theyear ......................... 16,599 20,548 12,648
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SELECTED FINANCIAL RATIOS

The following tables set forth certain key financial ratios as at/for the years ended 31 March
2022, 31 March 2023 and 31 March 2024:

As at/For the year ended 31 March

2022 2023 2024
Gross profit margin‘” .. ... .. ... .. .. .. 18.0% 20.9% 23.1%
Net profit margin®. ... ............... 11.3% 11.2% 14.6%
Return on equity™® .. ................. 75.3% 34.1% 49.5%
Return on assets™. . ... .............. 22.0% 15.7% 21.0%
Current ratio™ . .......... .. ... ...... 1.2 1.6 1.5
Gearing ratio'® . .. ........ .. ... .. .. .. 64.6% 44.7% 34.1%
Interest coverage ratio” . ... ........... 53.9 25.9 40.3

Notes:

(1)  Gross profit margin represents gross profit for the year divided by total revenue for the respective year.
(2)  Net profit margin represents net profit for the year divided by total revenue for the respective year.

(3)  Return on equity represents profit for the year divided by total equity as at the end of a year.

(4)  Return on assets represents profit for the year divided by total assets as at the end of a year.

(5)  Current ratio represents total current assets divided by total current liabilities as at the relevant year end.

(6)  Gearing ratio represents total interest-bearing borrowings and lease liabilities, less cash and cash equivalents,

divided by total equity as at the end of a year.

(7)  Interest coverage ratio represents profit before net finance costs and taxation divided by net finance costs for the

relevant year.

Gross profit margin

Our gross profit margin was approximately 18.0%, 20.9% and 23.1% for FY2021/22,
FY2022/23 and FY2023/24, respectively. For analysis of our gross profit margin, please refer to
the paragraph headed “Principal components of the combined statements of profit or loss — Gross

profit and gross profit margin” in this section.
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Net profit margin

Our net profit margin was approximately 11.3%, 11.2% and 14.6% for FY2021/22,
FY2022/23 and FY2023/24, respectively. Please refer to the paragraph headed “Review of results

of operations” in this section.

Return on equity

For FY2021/22, FY2022/23 and FY2023/24, our return on equity was approximately 75.3%,
34.1%, and 49.5%, respectively. The decrease in our return on equity during FY2022/23 was
mainly attributable to the decrease in net profit which was mainly resulted from the decrease in

revenuce.

For FY2023/24, our return on equity increased to approximately 49.5%, mainly due to the
increase in net profit resulting from the increase in revenue and the decrease in the [REDACTED]

expenses for the year.

Return on assets

For FY2021/22, FY2022/23 and FY2023/24, our return on assets was approximately 22.0%,
15.7%, and 21.0%, respectively. The decrease in our return on total assets to 15.7% during
FY2022/23 was mainly attributable to the decrease in net profit which was mainly resulted from

the decrease in revenue.

For FY2023/24, our return on assets increased to approximately 21.0%, mainly due to the
increase in net profit resulting from the increase in revenue and the decrease in the [REDACTED]
expenses for the year.

Current ratio
Our current ratio was approximately 1.2, 1.6 and 1.5 as at 31 March 2022, 31 March 2023

and 31 March 2024, respectively. For analysis of our net current assets, please refer to the

paragraph headed “Liquidity and capital resources — Net current assets” in this section.
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Gearing ratio

Our gearing ratio was approximately 64.6%, 44.7% and 34.1% as at 31 March 2022, 31
March 2023 and 31 March 2024, respectively. We recorded interest-bearing bank borrowing of
approximately HK$46.8 million, HK$49.8 million and HK$50.2 million as at 31 March 2022, 31
March 2023 and 31 March 2024, respectively. Therefore, our gearing ratio increased from
approximately 44.7% as at 31 March 2022 to approximately 34.1% as at 31 March 2023. We had

net cash position during the Track Record Period.

Interest coverage ratio

Our interest coverage decreased from approximately 53.9 times for FY2021/22 to
approximately 25.9 times for FY2022/23. Such decrease was mainly due to the decrease in net
profit during FY2022/23 as discussed in the above.

Our interest coverage increased from approximately 25.9 times for FY2022/23 to
approximately 40.3 times for FY2023/24. Such increase in our interest coverage was mainly due to
the increase in profit before interest and tax as a result of the increase in revenue, offset by the
incurrence of [REDACTED] expenses during the FY2023/24.

CAPITAL EXPENDITURES

Our capital expenditures primarily comprised expenditures for purchases of machineries and
motor. Our capital expenditures amounted to approximately HK$21.6 million, HK$4.8 million and
HK$48.6 million for FY2021/22, FY2022/23 and FY2023/24, respectively.

Our current plan with respect to future capital expenditures is subject to changes based on the
evolution of our business plan, market conditions and our outlook of future business conditions. As

we continue to expand, we may incur additional capital expenditures.
INDEBTEDNESS

During the Track Record Period and at the close of business on 30 April 2024, being the
latest practicable date on which such information was available to us, our Group did not have any
indebtedness except for those disclosed below.

During the Track Record Period and up to the Latest Practicable Date, apart from intra-group

liabilities and those disclosed below, our Group did not have outstanding indebtedness or any loan

capital issued and outstanding or agreed to be issued, bank overdrafts, loans or other similar
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indebtedness, liabilities under acceptances (other than normal trade bills) or acceptable credits,
debentures, mortgages, charges, finance leases or hire purchases commitments, guarantees,

material covenants, or other material contingent liabilities.

Our indebtedness comprised bank loans, hire purchases and lease liabilities. The following

table sets forth our indebtedness as at the dates indicated:

As at 31 March As at 30 April

2022 2023 2024 2024
HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)

Unsecured:
— Amounts due to Directors ....... 6,220 — — —
— Amounts due to related parties. . . . 196 197 100 —
— Lease liabilities . .............. 3,838 3,417 2,767 2,670
Sub-total .. ....... ... ... ... ..... 10,254 3,614 2,867 2,670
Secured:
— Bank borrowings .............. 28,524 30,254 34,905 31,004
— Finance leases . ............... 18,307 19,535 15,257 6,792
Sub-total . . ....... ... ... ... ..... 46,831 49,789 50,162 37,796
Total. . ........................ 57,085 53,403 53,029 40,466

As at 31 March 2022, 31 March 2023, 31 March 2024 and 30 April 2024, our Group had
bank loans, obligations under finance leases, amounts due to Directors and amounts due to related
parties in aggregate of approximately HK$57.1 million, HK$53.4 million, HK$53.0 million and
HK$40.5 million, respectively, all of which were denominated in Hong Kong Dollars.

CONTRACTUAL OBLIGATIONS AND COMMITMENTS
Capital commitments

Our capital commitments primarily related to the acquisition of property and equipment. As
at 31 March 2024, we had capital commitments contracted in respect of the acquisition of
machinery and equipment amounting to approximately HK$3.1 million.

Except for the contractual obligations set out in the paragraph headed “Indebtedness” in this

section as at the Latest Practicable Date, we have not entered into any financial guarantees or

other commitments to guarantee the payment obligations of any third parties. We have not entered
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into any derivative contracts that are indexed to our Shares and classified as shareholder’s equity,
or that are not reflected in our combined financial statements. We do not have any variable

interests in any uncombined entity that provides financing, liquidity or credit support to us.

RELATED PARTY TRANSACTIONS

During the Track Record Period, other than compensation of key management personnel of
our Group and the personal guarantee by our Directors for our banking facilities, our major related
party transactions can be classified into the following categories: (i) purchase of goods and

services; (ii) rental payment on machinery leases; and (iii) rental income.

For details of the related party transactions, please refer to Note 30 to the Accountant’s
Report. Our Directors are of the view that our related party transactions were under normal

commercial terms that are fair and reasonable and in the best interest of our Group.

OFF-BALANCE SHEET ARRANGEMENTS

An off-balance sheet arrangement is any transaction, agreement or other contractual
arrangement involving another entity under which we have made guarantees or any obligation
arising out of a material variable interest in another entity that provides financing, liquidity,
market risk or credit risk support to us, or that engages in leasing, hedging, or research and
development arrangements with us. As at 31 March 2024, we did not have any off-balance sheet

arrangements.

CONTINGENT LIABILITIES

As at 31 March 2022, 31 March 2023 and 31 March 2024, we did not have any material

contingent liabilities or guarantees.

Save as disclosed above, and apart from intra-group liabilities, our Group did not have
outstanding indebtedness or any loan capital issued and outstanding or agreed to be issued, bank
overdrafts, loans or other similar indebtedness, liabilities under acceptances, other than normal
trade bills, or acceptable credits, debentures, mortgages, charges, finance leases or hire purchases
commitments, guarantees, material covenants, foreign exchange liabilities or other material
contingent liabilities as at 31 March 2024.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

During the Track Record Period, we are principally subject to interest rate risk, credit risk

and liquidity risk. Please refer to Note 3 to the Accountant’s Report for further details.
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DIVIDENDS

For FY2021/22, FY2022/23 and FY2023/24, members of our Group declared dividends in
aggregate of nil, nil, and approximately HK$40.5 million, to their then shareholders, respectively.
As at the Latest Practicable Date, the dividends were either settled by cash or set off against the
amounts due from director. We will declare and settle final dividends of approximately HK$30.0
million in respect of FY2023/24 before [REDACTED]. Our Directors consider there to be no
material adverse impact on our Group’s financial and liquidity position arising out of the dividend
payments as our Group will continue to maintain net current assets and net assets position after

such payments of dividends.

We do not have a predetermined dividend payout ratio after the [REDACTED]. The payment
and the amount of any future dividends will be at the discretion of our Directors and will depend
on our Group’s future operations and earnings, capital requirements and surplus, general financial
condition, contractual restrictions and other factors which our Directors deem relevant. Any final
dividend for a financial year will be subject to Shareholders’ approval. Holders of the Shares will
be entitled to receive such dividends pro rata according to the amounts paid up on the Shares.
Dividends may be paid only out of our Company’s distributable profits as permitted under the
relevant laws. There can be no assurance that our Company will be able to declare or distribute in
the amount set out in any plan of our Board or at all. Our Group’s historical payment of dividend
during the Track Record Period may not be used as a reference or basis to determine the level of

dividends that may be declared or paid by our Company in the future.

DISTRIBUTABLE RESERVES

As at 31 March 2024, our Company had no distributable reserves available for distribution to

equity holders.

[REDACTED] ADJUSTED COMBINED NET TANGIBLE ASSETS

Please refer to the paragraph headed “A. [REDACTED] Statement of Adjusted Combined
Net Tangible Assets” set out in Appendix II to this document.
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[REDACTED] EXPENSES

The total amount of [REDACTED] expenses in connection with the [REDACTED],
including [REDACTED] commissions, is estimated to be approximately HK$[REDACTED]
(based on the mid-point of the indicative [REDACTED] range), representing approximately
[REDACTED]% of our estimated [REDACTED] from the [REDACTED] (based on the
mid-point of the indicative [REDACTED] range and assuming the [REDACTED] is not
exercised). The [REDACTED] expenses of: (i) approximately HK$[REDACTED] is directly
attributable to the issue of the [REDACTED] and is to be accounted for as a deduction from
equity in accordance with the relevant accounting standard; and (ii) approximately
HKS$[REDACTED] has been or is to be charged to the combined statements of profit or loss, of
which (a) approximately HK$[REDACTED] have been charged for FY2023/24; and (b)
approximately HK$[REDACTED] is expected to be charged prior to or upon [REDACTED].

Expenses in relation to the [REDACTED] are non-recurring in nature.

DISCLOSURE REQUIRED UNDER THE LISTING RULES

Our Directors confirm that, as at the Latest Practicable Date, they were not aware of any
circumstances that would give rise to a disclosure requirements under Rules 13.13 to 13.19 of the

Listing Rules.

RECENT DEVELOPMENT AND MATERIAL ADVERSE CHANGE

We did not experience any significant decrease in revenue or any unexpected increase in the
direct costs and other costs subsequent to the Track Record Period and up to the Latest Practicable
Date. As far as our Directors are aware, there are no material adverse changes affecting the
industry we operate in Hong Kong which could have a material and adverse impact on our
business and financial conditions and our operating results. However, (i) the impact of the
[REDACTED] expenses on the profit or loss accounts; and (ii) our Group’s legal and professional
fee and staff costs are expected to increase after the [REDACTED] which has posted or will pose
a material adverse change in the financial or trading position or prospect of our Group since 31
March 2020. [REDACTED] should be aware of the above impacts on the financial performance of
our Group for the year ending 31 March 2025.

Save as disclosed above, our Directors confirm that, up to the date of this document, there
has been no material change in our Group’s financial or trading positions or prospect of our
Company or our subsidiaries since 31 March 2024 (being the date of which our Group’s latest
audited combined financial statements were made up) and there had been no event since 31 March
2024 which would materially affect the information shown in the Accountant’s Report in Appendix

I to this document.
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