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MANAGEMENT DISCUSSION AND ANALYSIS

BERENWE D

The board (the “Board”) of directors (the “Directors”) of Dragon
Rise Group Holdings Limited (the “Company”) is pleased to present
the interim report of the Company and its subsidiaries (collectively,
the “Group”) for the six months ended 30 September 2019 (the
“Reporting Period”).

INDUSTRY OVERVIEW

Hong Kong's economy declined by 3.2% in the third quarter of 2019,
entering recession amid the intensifying trade war and social unrest.
The construction industry was inevitably affected. During the second
quarter of 2019, the gross value of construction works performed by
main contractors in Hong Kong amounted to approximately HK$57.0
billion, according to the Census and Statistics Department, presenting
an 8% decrease compared with the second quarter of 2018.

As a subcategory in the construction industry, foundation works
commence at the early stage of projects. With many large-scale
infrastructure projects approaching completion and a lack of new
projects in the pipeline, subcontractors in this subcategory are faced
with declining demand, at least in the short term. The gross value of
piling and related foundation works performed by main contractors
at construction sites was HK$2.6 billion in the second quarter of
2019, a 35.0% decrease when compared to the second quarter of
2018.

In the long run, Hong Kong is one of the major economical and
trading hubs in the world with strong resilience to social turmoil. Mr.
Paul Chan Mo-po (“Mr. Chan"), Financial Secretary of the HKSAR
government recently told local media that most indicators, including
the stock market and bank liquidity, have held firm. The Hong Kong
dollar exchange rate remained stable, while the capital outflow was
insignificant. Mr. Chan further explained that the city’s financial
market and investors’ confidence remained intact despite the recent
social unrest.

Foundation works are essential for most infrastructure and building
construction projects. Its demand is expected to rebound once the
market returns to sound conditions. It is important for contractors
in this subcategory to maintain their competitiveness and cautiously
explore business diversification.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK

As a seasoned subcontractor of foundation works services in Hong
Kong, the Group is mainly engaged in providing services in the
construction of commercial and residential buildings. During the
period under review, our foundation works primarily included (i) ELS
and pile cap construction works; (i) disposal of excavated materials
from piling; and (iii) ancillary services including dismantling of shoring,
site formation, steel fixing and site clearance.

Fierce competition posed great pressure to the Group when bidding
for new projects during the Reporting Period, as more and more
competitors became capable of undertaking large-scale projects.
The labour costs and material prices showed no signs of dropping,
while in their International Construction Market Survey 2019,
Turner & Townsend ranked Hong Kong as one of the five markets
with the highest construction costs in the world. Nonetheless, the
Group continues to solidify its principal business of foundation
works services in Hong Kong. It will further enhance its competitive
strengths by improving its project management, quality control, and
technological advancement, in order to deliver ultimate results to its
clients and strive for sustainability.

During the Reporting Period, the Group had been awarded 13
projects with a total original contract sum of approximately HK$411
million.

FINANCIAL REVIEW

Revenue

For the Reporting Period, the revenue of the Group has increased by
approximately HK$27.5 million or approximately 13.1% compared
to the corresponding period in 2018, from approximately HK$209.7
million to approximately HK$237.2 million. The increase was primarily
attributable to an increase in projects on hand.

Gross profit and gross profit margin

For the Reporting Period, the direct costs of the Group has increased
by approximately HK$41.4 million or approximately 21.9% compared
to the corresponding period in 2018, from approximately HK$188.7
million to approximately HK$230.1 million. The gross profit of
the Group has decreased by approximately HK$13.9 million or
approximately 66.2% compared to the corresponding period in
2018, from approximately HK$21.0 million to approximately HK$7.1
million. The Group’s gross profit margin for the Reporting Period
was approximately 3.0%, as compared with approximately 10.0%
in the corresponding period in 2018. The decrease in gross profit
margin was mainly due to keen competition in the market for new
projects and an increase in direct costs incurred from the delays of
certain projects, which in turn affected the gross profit margin in the
Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE MR

Other gains and losses

Other gains and losses mainly included net gain from change in
fair value on investment properties, interest income and exchange
difference. For the Reporting Period, the other losses has increased
by approximately HK$0.3 million or approximately 60.0% compared
to the corresponding period in 2018, from approximately HK$0.5
million to approximately HK$0.8 million. The increase was mainly due
to the decrease in net gain in fair value on investment properties for
the Reporting Period.

Administrative expenses

For the Reporting Period, the administrative expenses increased by
approximately HK$2.4 million or approximately 25.3% compared
to the corresponding period in 2018, from approximately HK$9.5
million to approximately HK$11.9 million. The increase was mainly
due to an increase in staff costs and allowance of expected credit
losses in financial assets during the Reporting Period.

Finance costs

For the Reporting Period, finance costs increased by approximately
HK$0.2 million or approximately 200.0% compared to the
corresponding period in 2018, from approximately HK$0.1 million
to approximately HK$0.3 million. The increase in finance costs was
mainly due to the increase in bank borrowings.

Income tax credit or expense

For the Reporting Period, income tax expense decreased by
approximately HK$2.4 million or approximately 114.3% compared
to the corresponding period in 2018, from income tax expense of
approximately HK$2.1 million to income tax credit of approximately
HK$0.3 million. Such decrease was driven by the decrease in gross
profit for the Reporting Period as discussed above.

Net loss or profit

For the Reporting Period, profit and total comprehensive income
attributable to owners of the Company decreased by approximately
HK$14.4 million or approximately 163.6% compared to the
corresponding period in 2018, from net profit of approximately
HK$8.8 million to net loss of approximately HK$5.6 million. The
decrease was primarily due to the decrease in gross profit as discussed
above.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY, FINANCIAL POSITION AND CAPITAL
STRUCTURE

The shares of the Company (the “Shares”) were successfully listed
on the Main Board of the Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 8 February 2018 (the “Listing”) and
there has been no change in the capital structure of the Group since
then. As at 30 September 2019, the Company’s issued capital was
HK$12.0 million and the number of its issued ordinary shares was
1,200,000,000 shares of HK$0.01 each.

As at 30 September 2019, the Group had total cash and cash
equivalents and pledged bank deposits of approximately HK$68.0
million (31 March 2019: approximately HK$136.8 million). The
decrease was mainly due to the purchase of property, plant and
equipment and increase in upfront costs of construction projects
during the Reporting Period.

As at 30 September 2019, the Group had short-term bank
borrowings amounting to approximately HK$20.7 million (31 March
2019: HK$3.5 million), representing an increase of 491.4% from 31
March 2019. The gearing ratio of the Group, calculated by total bank
borrowings (including lease liabilities) as a percentage of total equity
was approximately 8.0% (31 March 2019: approximately 2.0%).

TREASURY POLICY

The Group has adopted a prudent financial management approach
towards it treasury policy. The Board closely monitors the Group’s
liquidity position to ensure that the liquidity structure of the Group’s
assets, liabilities, and other commitments can meet its funding
requirements all the time.

PLEDGE OF ASSETS

As at 30 September 2019, the Group’s plant and equipment with
zero book value (31 March 2019: zero book value) were pledged
under finance lease, while the Group had pledged (i) an investment
property situated in Hong Kong of approximately HK$5.0 million (31
March 2019: approximately HK$5.0 million); and (ii) approximately
HK$10.2 million and RMB13.0 million bank deposits (31 March 2019:
approximately HK$10.2 million and RMB13.0 million bank deposits)
in order to secure bank facilities granted to Kit Kee Engineering
Limited.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE MR

EXPOSURE TO FOREIGN EXCHANGE RATE
RISKS

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

CAPITAL EXPENDITURE

During the Reporting Period, the Group invested approximately
HK$20.4 million in the purchase of property, plant and equipment.
All of these capital expenditures were financed by internal resources.

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 September 2019, the Group had no material capital
commitments.

As at 30 September 2019, the Group was involved in a number of
claims, litigations and potential claims against the Group in relation
to work-related injuries and non-compliances. The Directors are of
the opinion that the claims, litigations and non-compliances are not
expected to have a material impact on the consolidated financial
statements, and the outcome for potential claims is uncertain.
Accordingly, no provision has been made to the interim results.

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITION AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATED COMPANIES
During the Reporting Period, the Group did not have any significant
investment held or any material acquisitions or disposals of
subsidiaries or associated companies.

FUTURE PLANS FOR MATERIAL INVESTMENT
OR CAPITAL ASSETS

Save as disclosed under the section headed “Future Plans and Use
of Proceeds” in the prospectus of the Company dated 26 January
2018 (the “Prospectus”), the Group did not have any other plans for
material investments or capital assets during the Reporting Period.

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the
Reporting Period (2018: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS
BB IR T

USE OF PROCEEDS

The net proceeds received by the Group, after deducting related
expenses, were approximately HK$91.9 million. These proceeds are
intended to be applied in accordance with the proposed application
set out in the section headed “Future Plans and Use of Proceeds”
in the Prospectus. Such uses include: (i) enhancing the construction
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REEHERE
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machinery fleet; (ii) strengthening the workforce and manpower; (i) K (iv) B — R & EE S - Fr HRABRFEH
reinforcing sales and marketing efforts; and (iv) funding of general ~ %lZ0°F :
working capital. Details of the use of the proceeds are listed as below:
Actual
usage up to
Planned use 30 September
of proceeds 2019
BEEZE
—E-NF
R RIE AWA=+8
SFEIRR WER AR
HK$'000 HK$'000
FHET FHET
Enhancing the construction machinery fleet TR B X 60,311 60,311
Strengthening the workforce and manpower  Ji5& A F & A 7 19,272 15,136
Reinforcing sales and marketing efforts MRHE R EHNE 4,761 2,097
Funding of general working capital BN—REEES 7,596 7,596
Total T 91,940 85,140

As at 30 September 2019 and up to the date of this report, the
unutilised proceeds were placed in interest-bearing deposits with
authorised financial institutions or licensed banks in Hong Kong. The
Directors regularly evaluate the Group’s business objectives and may
change or modify plans against the changing market conditions to
ascertain the business growth of the Group. During the Reporting
Period, the Directors considered that no modification of the use of
proceeds described in the Prospectus was required.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE MR

EMPLOYEES AND REMUNERATION POLICY

As at 30 September 2019, we employed a total of 269 full-time
employees (including two executive Directors but excluding four
independent non-executive Directors), as compared to a total of
210 full-time employees as at 31 March 2019. The remuneration
packages that the Group offers to employees includes salary,
discretionary bonuses and other cash subsidies. In general, the
Group determines employee salaries based on each employee’s
qualifications, position and seniority. The Group has designed an
annual review system to assess the performance of its employees,
which forms the basis of its decisions with respect to salary raises,
bonuses and promotions. The total staff costs incurred by the
Group for the Reporting Period was approximately HK$45.1 million
compared to approximately HK$38.9 million for the corresponding
period in 2018.

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

EVENTS AFTER THE REPORTING PERIOD

There was no important event affecting the Group after the
Reporting Period and up to the date of this report.

REVIEW OF INTERIM RESULTS

The Group’s interim results for the Reporting Period have not been
audited, but have been reviewed by the Audit Committee. The
interim results for the Reporting Period have also been reviewed
by our auditor, Grant Thornton Hong Kong Limited, in accordance
with Hong Kong Standard on Review Engagements 2410 “Review
of Interim Financial Information Performed by the Independent
Auditor of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants. Based on their review and discussions with the
management, the Audit Committee was satisfied that the interim
results were prepared in accordance with applicable accounting
standards and fairly present the Group’s financial position and results
for the Reporting Period.
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INDEPENDENT REVIEW REPORT

Q GrantThornton
- H[E

To the board of directors of Dragon Rise Group Holdings Limited
(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated interim financial
statements set out on pages 13 to 43 which comprise the condensed
consolidated statement of financial position of Dragon Rise Group
Holdings Limited (the “Company”) and its subsidiaries (collectively,
the “Group”) as at 30 September 2019 and the related condensed
consolidated statement of profit or loss and other comprehensive
income, condensed consolidated statement of changes in equity
and condensed consolidated statement of cash flow for the six-
month period then ended, and other explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited require the preparation of condensed consolidated
interim financial statements to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34 “Interim
Financial Reporting” (“HKAS 34") issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA"). The directors of the
Company are responsible for the preparation and presentation of
condensed consolidated interim financial statements in accordance
with HKAS 34.

Our responsibility is to express a conclusion on these condensed
consolidated interim financial statements based on our review and to
report our conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the HKICPA. A review of condensed consolidated interim
financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an
audit opinion.
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CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the condensed consolidated interim financial
statements are not prepared, in all material respects, in accordance
with HKAS 34.

Grant Thornton Hong Kong Limited
Certified Public Accountants

Level 12

28 Hennessy Road

Wanchai

Hong Kong

28 November 2019

Chan Tze Kit
Practising Certificate No.: PO5707
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

HEEERlE o E e

CONDENSED CONSOLIDATED STATEMENT OF 4 EHZLEM#ZEHIKER
PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME

For the six months ended 30 September 2019

BE_FT—NFAA=1THIUNEA

Six months ended 30 September
BZEhAA=1THLAEA

2019 2018

—ZE—-hEF —E-N\F

Notes HK$'000 HK$'000
Mt FET THET
(unaudited) (unaudited)

(REER) (REEZ)

Revenue % 5 237,189 209,668
Direct costs HERAR (230,073) (188,660)
Gross profit EA 7,116 21,008
Other gains and losses, net H i lezs & E518 - 558 7 (770) (459)
Administrative expenses TR X (11,921) (9,465)
Finance costs BEER 8 (316) (134)
(Loss)/profit before income tax MRETSH AT (&8), w57 9 (5,891) 10,950
Income tax credit/(expense) FrisfiEe,/ (FAx) 10 259 (2,126)
(Loss)/profit and total comprehensive AR R IEHE AEN
(expense)/income for the period HMA(EE), BRI R
attributable to equity holders of 2HE (X)) WALE
the Company (5,632) 8,824
HK cents HK cents
AL pe Il
(Loss)/earnings per share attributable 722 Rz EE AEN
to equity holders of the Company SR (EBE) &R
Basic and diluted HAN#E 12 (0.47) 0.74

Note: The Group has initially applied HKFRS 16 at 1 April 2019 using the
modified retrospective approach. Under the transition methods

chosen, comparative information is not restated (refer to note 3 for

details).

Hiat : REBRBEETENER T —FHA—
HEREREEMBRELERFE 165 - RIEM
BRENBEE  UEBIILREHN (FE2HE
MiEE3) o
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

A& S R HAR R R

CONDENSED CONSOLIDATED STATEMENT OF B4R S MR R
FINANCIAL POSITION
As at 30 September 2019 R-ZFE-NFAA=1H
As at As at
30 September 31 March
2019 2019
RZE—HE RZE—NF
ALB=+H EH=EG=—F¢
Notes HK$'000 HK$'000
HiaE FE T TAT
(unaudited) (audited)
(REER) (BEZz)
ASSETS AND LIABILITIES EERAE
Non-current assets ERBEE
Property, plant and equipment VI - B B 13 68,403 57,073
Investment properties TEMHE 14 4,980 4,970
73,383 62,043
Current assets REEE
Trade and other receivables B 5 N H eI kI8 15 69,583 14,072
Contract assets BHEE 16 142,580 113,158
Tax recoverable Al U B 7 18 4,197 4,197
Cash, bank balances and Be  FBITEHRK
pledged deposits [RE RS 17 68,049 136,815
284,409 268,242
Current liabilities REBEE
Trade and other payables B 5 Kk E A ES IR 18 (47,616) (30,501)
Borrowings, secured BHEAER 19 (20,647) (3,523)
Lease liabilities/obligation HEaRE mE
under finance lease THERIE 20 (1,782) (2,307)
Contract liabilities EHAaE (583) (1,021)
(70,628) (37,352)
Net current assets nEEEFE 213,781 230,890
Total assets less current liabilities HEERRBERE 287,164 292,933

DRAGON RISE GROUP HOLDINGS LIMITED
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
AR S P HR I SRR

CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (continued)

AR S RN R &

)

As at 30 September 2019 RZFE-NFAA=1H
As at As at
30 September 31 March
2019 2019
R=ZB-—HhE RZE—NHF
hB=+HB =A=+—H
Notes HK$'000 HK$'000
Kt FET FET
(unaudited) (audited)
(REEER) ($e %)
Non-current liabilities FREBEE
Lease liabilities/obligation HEAE BE
under finance lease TAEAIE 20 (123) =
Deferred tax liabilities BEERIEAE (4,538) (4,798)
(4,661) (4,798)
Net assets BEERE 282,503 288,135
CAPITAL AND RESERVES BARR#E
Share capital f& s 21 12,000 12,000
Reserves s 270,503 276,135
Equity attributable to equity holders A2 TR FH A B
of the Company = 282,503 288,135

Note: The Group has initially applied HKFRS 16 at 1 April 2019 using the
modified retrospective approach. Under the transition methods
chosen, comparative information is not restated (refer to note 3 for
details).

Hiat : REBRBEETENER T NFHA—
BEREREEMSHMELERE 1655 - iRIZM
BRENBER  TEBIILKREN (FE2H

MEEE3)

2019/20 hHidRs o HEEKEERBRAT



CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
A4S P EAR R R

CONDENSED CONSOLIDATED STATEMENT OF fSERA4GZESEEE TR
CHANGES IN EQUITY

For the six months ended 30 September 2019 BE=—F—NFAA="1HI~EA
Share Share Other Retained
capital premium reserve earnings Total
ES R4 EE Hitfe REBA @zt

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR

Balance at 1 April 2018 RZZT-\$EA—A

(audited) i (5 E%) 12,000 96,898 686 168,718 278,302
Profit and total comprehensive BRREMNR2ERA

income for the period B - = - 8,824 8,824
Balance at 30 September 2018 RZZE-N\FNA=TA

(unaudited) o CREER) 12,000 96,898 686 177,542 287,126

Balance at 1 April 2019 (audited) RZE-NEMA—AH

B (K ER) 12,000 96,898 686 178,551 288,135
Loss and total comprehensive HABBREERS
expense for the period kS| - - - (5,632) (5,632)

Balance at 30 September 2019 R-ZZB-AEAA=TH
(unaudited) e (REER) 12,000 96,898 686 172,919 282,503

* The reserves accounts comprise the Group's reserves of * FEEPEEMPESMBRARPARAERR

HK$270,503,000 as at 30 September 2019 (31 March 2019: —E-hAFNA=1+HEREHE 270,503,000 7T
HK$276,135,000) in the condensed consolidated statement of financial (ZE—NF=HA=+—H:276,135,000/&7T) °
position.
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CONDENSED CONSOLIDATED STATEMENT OF fSEAGZESBRERER

CASH FLOWS
For the six months ended 30 September 2019 BE=—F—NFAA=1FHI~EA
Six months ended 30 September
BERA=+RHLAKEAR
2019 2018
—E-AF —T-)\F
HK$'000 HK$'000
THET T
(unaudited) (unaudited)
(REETEZ) (REER)
Cash flow from operating activities RETHABRERE
Cash (used in)/generated from operations L (A /iR E (62,693) 7,797

Net cash (used in)/generated from operating A8 2 T &) (FT ) Hr{SZHE 2 F5E

activities (62,693) 7,797
Cash flow from investing activities REZHFBRERE
Purchase of property, plant and equipment EEWME - W LRE (20,439) (39,524)
Purchase of financial asset at amortised cost ~ BEBIZ# K AFIBR N © @& E - (16,320)
Interest received B A E 46 =
Net cash used in investing activities KEZB TR FE (20,393) (55,844)
Cash flow from financing activities RMETEMBHRENE
Proceeds from new borrowings e KA TS 5E 20,000 4,000
Repayment of borrowings BEER (2,876) (117)
Payment of lease liabilities XNHAEER(ZE—NF -

(2019: payment of finance lease liabilities) XNREHERRE) (1,596) (1,187)
Interest paid B A (316) (134)
Net cash generated from financing activities — Bb &% BT i93E 2 F 58 15,212 2,562
Net decrease in cash and cash equivalents RERBEEZBFYRD BHE (67,874) (45,485)
Cash and cash equivalents at the beginning of RHEIFIHIRE KRS EEY

period 111,407 137,067
Cash and cash equivalents at RBRNBEESRERESEEY

end of period (note 17) (BFzE17) 43,533 91,582

2019/20 HERE o HEEBZERERAD m



NOTES TO THE CONDENSED CONSOLIDATED 44 P HIB M 3R &K M aT

INTERIM FINANCIAL STATEMENTS
For the six months ended 30 September 2019 e

1. GENERAL INFORMATION 1.
Dragon Rise Group Holdings Limited (the “Company”) was
incorporated as an exempted company with limited liability in
the Cayman Islands under the Companies Law (as revised) of the
Cayman Islands on 22 February 2017. The Company's shares are
listed on the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 8 February 2018. The address of the registered
office and the principal place of business of the Company is
Office K, 12/F., Kings Wing Plaza 2, No.1 On Kwan Street,
Shatin, Hong Kong.

The Company is an investment holding company, and
its subsidiaries (collectively, the “Group”) are principally
engaged in undertaking foundation works in Hong Kong as a
subcontractor.

As at 30 September 2019, the directors considered the
Company’s immediate and ultimate holding company to be
Fame Circle Limited, a company incorporated in the British
Virgin Islands (“BVI"”) and wholly owned by Mr. Yip Yuk Kit
("Mr. Yip”, Mr. Yip and Fame Circle Limited each being a
“Controlling Shareholder”).

2. BASIS OF PREPARATION 2.
The condensed consolidated interim financial statements for
the six months ended 30 September 2019 have been prepared
in accordance with the applicable disclosure requirements
of the Rules Governing the Listing of Securities on The Stock
Exchange and Hong Kong Accounting Standard (“HKAS") 34
“Interim Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA"). The condensed
consolidated interim financial statements do not include all
of the information required in annual consolidated financial
statements and should be read in conjunction with the annual
consolidated financial statements of the Group for the year
ended 31 March 2019.

The condensed consolidated interim financial statements
are unaudited, but has been reviewed by the Company’s
independent auditor, Grant Thornton Hong Kong Limited.

The condensed consolidated interim financial statements
are presented in thousands of units of Hong Kong dollars
("HK$'000"), except when otherwise indicated, which was
approved for issue by the Board of Directors on 28 November
2019.
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SIGNIFICANT ACCOUNTING POLICIES

The condensed consolidated interim financial statements have
been prepared in accordance with the accounting policies
adopted in the Group’s most recent annual consolidated
financial statements for the year ended 31 March 2019, except
for the adoption of new accounting policies as a result of
the adoption of the new and amended Hong Kong Financial
Reporting Standards (“HKFRSs"”) as set out below:

(i) Adoption of new and amended HKFRSs

In the current period, the Group has applied for the first
time the new and amended HKFRSs issued by the HKICPA,
which are relevant to the Group’s operations and effective
for the Group’s condensed consolidated interim financial
statements for the period beginning on 1 April 2019.

Other than as noted below, the adoption of new and
amended HKFRSs had no material impact on how the
results and financial position of the Group for the current
and prior periods have been prepared and presented. For
those which are not yet effective and have not been early
adopted by the Group, the Group is not expected to have
material impact on its results and financial position.

HKFRS 16 “Leases”

HKFRS 16 “Leases” replaces HKAS 17 “Leases” along
with three Interpretations (HK(IFRIC) — Int 4 “Determining
whether an Arrangement contains a Lease”, HK(SIC) — Int
15 "Operating Leases-Incentives” and HK(SIC) — Int 27
“Evaluating the Substance of Transactions Involving the
Legal Form of a Lease”). HKFRS 16 has been applied using
the modified retrospective approach with the cumulative
effect of adopting HKFRS 16 being recognised in equity
as an adjustment to the opening balance of retained
earnings for the current period. Prior periods have not been
restated.

For contracts in place at the date of initial application, the
Group has elected to apply the definition of a lease from
HKAS 17 and HK(IFRIC) — Int 4 and has not applied HKFRS
16 to arrangements that were previously not identified as
lease under HKAS 17 and HK(IFRIC) — Int 4.

3. EXEFHEE
BRAGE T BERREREAKEHRE
—E-NAFZA=T—BLEFENSEIH
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H T & AR RS

(i) BRAHTRT RAEIER] BRI 3
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3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(i) Adoption of new and amended HKFRSs

(continued)

HKFRS 16 “Leases” (continued)

The Group has elected not to include initial direct costs in
the measurement of the right-of-use asset for operating
leases in existence at the date of initial application of
HKFRS 16, being 1 April 2019. At this date, the Group
has also elected to measure the right-of-use assets at an
amount equal to the lease liability adjusted for any prepaid
or accrued lease payments that existed at the date of
transition.

Instead of performing an impairment review on the right-
of-use assets at the date of initial application, the Group
has relied on its historic assessment as to whether leases
were onerous immediately before the date of initial
application of HKFRS 16.

On transition, for leases previously accounted for as
operating leases with a remaining lease term of less than
12 months and for leases of low-value assets, the Group
has applied the optional exemptions to not recognise right-
of-use assets but to account for the lease expense on a
straight-line basis over the remaining lease term.

For those leases previously classified as finance leases, the
right-of-use asset and lease liability are measured at the
date of initial application at the same amounts as under
HKAS 17 immediately before the date of initial application.

On transition to HKFRS 16, the weighted average
incremental borrowing rate applied to lease liabilities
recognised under HKFRS 16 was 3.88%.

3. EXEEBE®w

0]
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(i) Adoption of new and amended HKFRSs (i)

(continued)

HKFRS 16 “Leases” (continued)

The following is a reconciliation of total operating lease
commitments at 31 March 2019 to the lease liabilities

recognised at 1 April 2019:

AR S R EAR R R

3. EREFEEXmW

RAFI R EIETE BB R
&= 28 @)
BERAUBHREERFE165EHE
(&)

TREIIN_ZF-NF=RA=+—H
MEEREAERBER _—FT—NF
MA—-RAEINEERENERK

HK$'000
T
Total operating lease commitments disclosed RZE-NF=A=1T—HER
at 31 March 2019 ML HEAERRE 1,248
Discounting using incremental borrowing rate BEZZ—NFHA—HREE
as at 1 April 2019 BRI = RLER (55)
Operating leases liabilities KEHEAR 1,193
Finance leases obligation R E T ERE 2,307
Total lease liabilities recognised under HKFRS 16~ R —Z— A &M A — BiREBEF B 5
at 1 April 2019 HEAE16RERNEER BB 3,500
Classified as: DEEE
Current lease liabilities nHHEaE 3,014
Non-current lease liabilities FnBHEARE 486
3,500

The following table summarises the impact of transition
to HKFRS 16 on the Group’s consolidated statement of

financial position at 1 April 2019:

TREMBEEEBMBRE LS
165REAEER T —NFMA—H
ZEEMBRRRNTE

HK$'000
TET
Increase in right-of-use assets presented ZFIRME - W R R ED
in property, plant and equipment EREEEEM 1,193
Increase in lease liabilities HE & EE N 3,500
Decrease in obligations under finance lease B E M E AR ER D (2,307)
2019/20 FHAsRE o HASKEERARD A



3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(ii) Changes in significant accounting policies
The condensed consolidated interim financial statements
have been prepared in accordance with the accounting
policies adopted in the Group’s most recent annual
financial statements for the year ended 31 March 2019,
except for the effects of applying HKFRS 16.

Leases
(a) The Group as a lessee
Applicable from 1 April 2019

For any new contracts entered into on or after 1 April
2019, the Group considers whether a contract is, or
contains a lease. A lease is defined as ‘a contract, or
part of a contract, that conveys the right to use an
identified asset (the underlying asset) for a period
of time in exchange for consideration’. To apply this
definition, the Group assesses whether the contract
meets three key evaluations which are whether:

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

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

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

For contracts that contains a lease component
and one or more additional lease or non-lease
components, the Group allocates the consideration in
the contract to each lease and non-lease component
on the basis of their relative stand-alone prices.

3. EXEEBE®w
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(ii) Changes in significant accounting policies
(continued)
Leases (continued)
(a) The Group as a lessee (continued)
Applicable from 1 April 2019 (continued)

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

Except for those right-of-use assets meeting the
definition of investment properties and those relating
to a class of property, plant and equipment to which
revaluation model was applied, the Group depreciates
the right-of-use assets on a straight-line basis from
the lease commencement date to the earlier of the
end of the useful life of the right-of-use asset or the
end of the lease term unless the Group is reasonably
certain to obtain ownership at the end of the lease
term. The Group also assesses the right-of-use asset
(except for those meeting the definition of investment
properties) for impairment when such indicator exists.

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

3. EXEEBE®w
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EAXAEHHE @

(continued)
(ii) Changes in significant accounting policies
(continued)
Leases (continued)
(a) The Group as a lessee (continued)
Applicable from 1 April 2019 (continued)

Measurement and recognition of leases as a lessee
(continued)

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

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

When the lease is remeasured, the corresponding
adjustment is reflected in the right-of-use asset, or
profit and loss if the right-of-use asset is already
reduced to zero.

In the condensed consolidated statement of financial
position, right-of-use assets that do not meet the
definition of investment property have been included
in property, plant and equipment.
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3. SIGNIFICANT ACCOUNTING POLICIES

(continued)
(ii) Changes in significant accounting policies
(continued)
Leases (continued)
(a) The Group as a lessee (continued)
Applicable before 1 April 2019

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held
under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to
the Group are classified as operating leases, with the
following exceptions:

e property held under operating leases that would
otherwise meet the definition of an investment
property is classified as an investment property
on a property-by-property basis and, if classified
as investment property, is accounted for as if
held under a finance lease; and

e land held for own use under an operating lease,
the fair value of which cannot be measured
separately from the fair value of a building
situated thereon, at the inception of the lease,
is accounted for as being held under a finance
lease, unless the building is also clearly held
under an operating lease. For these purposes,
the inception of the lease is the time that the
lease was first entered into by the Group, or
taken over from the previous lessee.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. EXAEHHE @

(continued)
(ii) Changes in significant accounting policies
(continued)
Leases (continued)
(a) The Group as a lessee (continued)
Applicable before 1 April 2019 (continued)

Finance leases

Where the Group acquires the use of assets under
finance leases, the amounts representing the fair
value of the leased asset, or, if lower, the present
value of the minimum lease payments of such assets,
are included in “property, plant and equipment” and
the corresponding liabilities, net of finance charges,
are recorded as “obligation under finance lease”.

Subsequent accounting for assets held under finance
lease agreements corresponds to those applied to
comparable acquired assets. The corresponding
finance lease liability is reduced by lease payments less
finance charges.

Finance charges implicit in the lease payments are
charged to profit or loss over the period of the leases
so as to produce an approximately constant periodic
rate of charge on the remaining balance of the
obligations for each accounting period. Contingent
rentals are charged to profit or loss in the accounting
period in which they are incurred.

Operating leases

Where the Group has the right to use of assets held
under operating leases, payments made under the
leases are charged to profit or loss on a straight line
basis over the lease terms except where an alternative
basis is more representative of the time pattern of
benefits to be derived from the leased assets. Lease
incentives received are recognised in profit or loss as
an integral part of the aggregate net lease payments
made. Contingent rental are charged to profit or loss
in the accounting period in which they are incurred.
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)
(ii) Changes in significant accounting policies
(continued)
Leases (continued)
(b) The Group as a lessor
As a lessor, the Group classifies its leases as either
operating or finance leases.

A lease is classified as a finance lease if it transfers
substantially all the risks and rewards incidental to
ownership of the underlying asset, and classified as an
operating lease if it does not.

The Group also earns rental income from operating
leases of its investment properties. Rental income is
recognised on a straight-line basis over the term of
the lease.

4. ESTIMATES AND JUDGEMENTS

The preparation of condensed consolidated interim financial
statements require management to make accounting
judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of
assets and liabilities, income and expenses. Actual results may
differ from these estimates.

In preparing these condensed consolidated interim financial
statements, the significant judgements made by management
in applying the Group’s accounting policies and the key sources
of estimation uncertainty were the same as those that applied
to the annual consolidated financial statements of the Group for
the year ended 31 March 2019.
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REVENUE

The Group’s principal activities are disclosed in Note 1 of the
condensed consolidated interim financial statements.

Revenue recognised for the six months ended 30 September
2019 and 2018 are as follows:

Wy
AEBEEXBIHWRERERES B
BERARMIFET

BE—2-NFR-F—\FNAA=+A
LA AR Z ST

Six months ended 30 September
BEAA=TRIEAEA

2019 2018
—E-NEF —E-N\F
HK$'000 HK$'000
FTET FHET
(unaudited) (unaudited)
(RE&ER) (CRig =)
Revenue from contracts with customers & i B 3 3R 45 2 R 55 15 5%
within the scope of HKFRS 15 HEAZEFEHWES
Disaggregated by types of good or services 1% & sk IR #5454 7 48
Contracting revenue X Ol 232,292 209,668
Sourcing and distribution of construction 1t FE R B 3% 2 2t R S5 4 R
materials 4,897 -
237,189 209,668
Timing of revenue recognition under  REBEFBHM KR EERE 155
HKFRS 15 R U~
Good transferred at a point in time RE— R 4,897 —
Services transferred over time R —ER B N 8818 2 R 75 232,292 209,668
237,189 209,668

Contracting revenue

Revenue from construction contracts are recognised over time
as the Group’s performance creates and enhances an asset that
the customer controls which referred as the designated areas
where the construction work services performed. The progress
towards complete satisfaction of a performance obligation
is measured based on output method, which is to recognise
revenue on the basis of direct measurements of the value of
the services transferred to the customer to date relative to the
remaining services promised under the contract.

Sourcing and distribution of construction
materials

Revenue from sourcing and distribution of construction
materials was generally recognised at a point in time when the
customers obtain possession of and control of the promised
goods.
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SEGMENT INFORMATION

The Group's operating activities are attributable to a single
operating segment focusing on undertaking foundation works
in Hong Kong. This operating segment has been identified
on the basis of internal management reports prepared in
accordance with accounting policies which conform to HKFRSs,
that is regularly reviewed by the executive Directors, being the
chief operating decision maker (the “CODM"), for the purposes
of resource allocation and assessment of segment performance.
The CODM monitors the revenue from the engagement in
foundation works with no discrete information available to the
CODM. The CODM reviews the profit or loss for the period of
the Group as a whole for performance assessment.

No separate analysis of segment information by geographical
segment is presented as the Group’s revenue and non-current
assets are principally attributable to a single geographical
region, which is Hong Kong.

Revenue from customers which individually contributed over
10% of the Group’s revenue is was derived from contracting
revenue and was presented as follows:

2 EHEHR
AEENR LR REETREREARK
WETRENE—KEDEL - ZKED TS
RIFETE BBV HERE LIS HER
RREIKHATEFT (AT ERERRET
BRERRE ) EPEHAILERRSE
BA - ADBEERMFEDERIR - T8
KERRELERAMETRNOKE - +
BRERREWLBBLER - TREER
REBAAEENBRB RN HES
B R IRFHE -

HRAREN KRG RIERBEETZBN
B @ (NEE) - 82 ®ITH
BHREI DR D B ERBIL DN

BRI A B U BB 10% 1) & P W s
(REa#Hs) 250 ¢

Six months ended 30 September
BZEhAA=1THLEAEA

2019 2018

—ZE—-hEF —E-N\F

HK$'000 HK$'000

F&T FHT

(unaudited) (unaudited)

(REERZ) (REEZ)

Customer A ZFEA 175,216 191,066
Customer B =FB 24,764 N/A 33 F *

* The corresponding revenue did not individually contribute over
10% of the Group’s revenue during the period.

* RAAHEER EEREEKSEAEE
U253 10% °
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
AR P HR I R R

7. OTHER GAINS AND LOSSES, NET 7. BB RERE  BEH

Six months ended 30 September
BEAA=THLAKEAR

2019 2018
—E—-hF —E-N\F
HK$'000 HK$'000
F&T FAT
(unaudited) (unaudited)

(REER) CREER)

Net gain in fair value on investment WEYERNTFEWFE
properties 10 560
Rental income HE A 74 72
Interest income 2 HA 46 312
Exchange difference, net b 5 = FFE (930) (1,432)
Others H b 30 29
(770) (459)
8. FINANCE COSTS 8. BMEEH
Six months ended 30 September
BZNAA=1THILAXEA
2019 2018
—E-NEF —E-N\F
HK$'000 HK$'000
FExT FAT
(unaudited) (unaudited)
(REERZ) (REEEZ)
Bank loan interest IRITERF B 255 33
Interest on lease liabilities HEREF B 61 101

316 134
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9. (LOSS)/PROFIT BEFORE INCOME TAX

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
[LLEES =y

FRHERRT IEER R

9. BRFTESH A (BE), &R

Six months ended 30 September
BEAA=tHLAKEAR

2019 2018
—ZE—-hEF —E-N\F
HK$'000 HK$'000
FTET T
(unaudited) (unaudited)
(RE&EZ) (REEZ)
(Loss)/Profit before tax is stated after B AT (BER),Sa B kR
charging: AT BIE :
(a) Staff costs (including directors’ (a) EIRAX(BREEEHMH)
remuneration)
Salaries, wages and other benefits e TEREMBEF 43,342 37,093
Contributions to defined contribution RIRFT B
retirement plans 1,746 1,843
Staff costs (including directors’ BTHA(RIEEEHH)
remuneration) (note (i)) (B EE (i) 45,088 38,936
(b) Other items (b) HfBH
Depreciation, included in: T EERE :
Direct costs BHEKAR
— Owned assets —-BEEE 9,897 5,791
— Leased assets —HEEE - 150
Administrative expenses THF X
— Owned assets —BBEE 47 54
— Right-of-use assets —(EREEE 358 -
10,302 5,995
Subcontracting charges (included in DEREZ GTAERZEKAE)
direct costs) 80,271 59,765
Service charges paid for machinery HHEB TR E 6,635 =
Lease charges HERZ
— Premises held under operating leases —KEHE T AN - 369
— Machinery held under operating leases —EHE T IHFE R - 3,204
Auditor’s remuneration 1% BRI %57 B 75 75
Provision for expected credit losses EHEEEE (FBHREER
("ECL") allowance B8 ) B iEET iR 1,410 =
2019/20 hHisRE o RFAEEEZERERLT



CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

A& S R HAR R R

9. (LOSS)/PROFIT BEFORE INCOME TAX 9.

(continued)

Note: (i) Staff costs (including directors’ remuneration)

BRAT1EBLAT (B 1]), EF @
B - () A TR (BIEE EH )

Six months ended 30 September
BENA=THLEREAR

2019 2018

—Z2-hEF —ZE—N\F

HK$°000 HK$'000

FHET FHT

(unaudited) (unaudited)

(REEER) (REEEZR)

Direct costs HERA 38,664 34,326
Administrative expenses TR 6,424 4,610
45,088 38,936

10. INCOME TAX CREDIT/(EXPENSE)

Hong Kong Profits Tax has been provided at the rate of 16.5%
on the estimated assessable profits for the six months ended
30 September 2019. No provision for Hong Kong Profit Tax
has been made in the condensed consolidated interim financial
statements as the Group had no assessable profit for the six

months ended 30 September 2019.

10. FRIEHE R (B%)

EBENERIEEEZE-_E—NEANR=TH
1E7SME B st FERRFR A F1 16.5% A 7 =R B
He-mRAEERE-_T-AENLA=T
H1E7N 8 A S R Fl o 7 - B RRER S
RIS R W BB A TS RIE L B4 -

Six months ended 30 September
BENRA=+THLKREAR

2019 2018
—E-hEF —T-)N\F
HK$'000 HK$'000
FHT T T
(unaudited) (unaudited)
(REER) (REEEEZ%)

Provision for Hong Kong Profits Tax BENSHEE
— Current tax — BN AR 18 = (172)
Deferred tax IERER IR 259 (1,954)
Total Income tax credit/(expense) Friefide, (Fx)@%E 259 (2,126)

11. DIVIDENDS 1. RE

No dividend was paid or declared by the Company during the
six months ended 30 September 2019 (six months ended 30

September 2018: nil).
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12. (LOSS)/EARNINGS PER SHARE

The calculation of basic (loss)/earnings per share attributable to
equity holders of the Company is based on the following:

12. 8RR (B1E) BR

ARRVEEHFEARGERER (B8),/
BNDERATRIEAE

Six months ended 30 September
BZEhAA=1THLAEA

2019 2018
—E-hEF —ZE-)N\F
HK$’'000 HK$'000
FHExT T
(unaudited) (unaudited)
(RE&EZ) CRig =)
(Loss)/earnings (B8 BF
(Loss)/earnings for the period attributable to ZNA RIS A A JE(L
equity holders of the Company R (B8R),/&BF (5,632) 8,824
‘000 ‘000
T Fh%
Number of shares K EE
Weighted average number of T AR nAE T 8
ordinary shares 1,200,000 1,200,000

The calculation of the basic loss per share for the six months
ended 30 September 2019 is based on the loss for the period
attributable to equity holders of the Company of HK$5,632,000
(profit attributable to equity holders of the Company for the
six months ended 30 September 2018: HK$8,824,000) and the
weighted average number of ordinary shares of 1,200,000,000
in issue during the period (six months ended 30 September
2018: 1,200,000,000 in issue during the period).

There were no dilutive potential ordinary shares during the six
months ended 30 September 2019 and 2018 and therefore,
diluted (loss)/earnings per share equals to basic (loss)/earnings
per share.

HE - Z-NAFEANA=TBEBLEANEANE
REAREETIREA R RS A ARG
BN E51E 5,632,000 T (HE - — \F
NAZFTHIEAEAERATREZRSEE AR
1358 A : 8,824,000 ) M IR E B1TE
38 PN #E S ¥5 #501,200,000,000 P& (B = —
E-NENA=1THIL~EA : BRD B
71,200,000,000 f%) 5+ & o

BE_T-NFR-_ZE-N\FHLA=1H
LENfB A Y EmE AT SR - Bt - 8k
B8 (B8R, BNSENERER (BER),/

AR -
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
A4S P EAR R R

13. PROPERTY, PLANT AND EQUIPMENT 13. W% - R RE
Furniture, Right-
fixtures and Plant and Motor of-use
equipment  machinery vehicles assets Total
B
RERZHE BERER RE GERAEEE st

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THAL T TR TR

Cost RA
At 1 April 2019 RZZE-NFEA—A 1,161 109,204 8,388 = 118,753
Adoption of HKFRS 16 KB BT REER
F16% = = = 1,193 1,193

Additions ANE = 20,439 = = 20,439
At 30 September 2019 R-2-RA¥NA=TA

(unaudited) (REEHK) 1,161 129,643 8,388 1,193 140,385
Accumulated depreciation ~ EiFE
At 1 April 2019 RZZE-NEMA—H (916) (54,171) (6,593) = (61,680)
Charge for the period iEa (47) (9,525) (372) (358) (10,302)
At 30 September 2019 R-ZE-NFHhA=1H

(unaudited) (RBER) (963) (63,696) (6,965) (358) (71,982)
Net book value SRR E
At 30 September 2019 R-E-NFHhA=1H

(unaudited) (REER) 198 65,947 1,423 835 68,403
At 31 March 2019 R-Z-hEF

(audited) ZA=t+—H(&E%) 245 55,033 1,795 = 57,073

m DRAGON RISE GROUP HOLDINGS LIMITED e 2019/20 INTERIM REPORT



CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
AR S P HR I SRR

14. INVESTMENT PROPERTIES 14. REWE
As at As at
30 September 31 March
2019 2019
RZE2E—NE RZZT—NF
hWA=+H =HA=+—H
HK$'000 HK$'000
THET FAET
(unaudited) (audited)
(REER) (TE=z)
At 1 April ®REA—H 4,970 4,550
Change in fair value NEEZE 10 420
At 30 September/31 March PAB=+B/=ZA=+—8H 4,980 4,970

i)

(ii)

The Group’s borrowings are secured by investment
properties with carrying values of HK$4,980,000 as at 30
September 2019 (31 March 2019: HK$4,970,000).

The Group’s investment properties were revalued at 30
September 2019 by independent professionally qualified
valuer, Valtech Valuation Advisory Limited using the same
valuation techniques as were used by the valuer when
carrying out the valuation on 31 March 2019.

(i)

(ii)

2019/20 FRHARE o

REBWERARE Y EIERT - 18
BIREMER_T—NFNA="TH
R BRHE{E 44,980,000 7T (—Z— 11
F=H=+—H :4,970,000/87T) °

AEBHRENER _T—NFNA
S TERBIUERAERMGERMTE
FHEERARERZGEEMET-F
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

A& S R HAR R R

15. TRADE AND OTHER RECEIVABLES

15. B 5 R H fth B =R IR

As at As at
30 September 31 March
2019 2019
R=ZZB-hE RZZE—I&F
NA=+H =A=+—H
HK$'000 HK$'000
FEx T
(unaudited) (audited)
(REEX) (& &EZ)
Trade receivables B S EWRIE
— from third parties —REBE=H 67,795 12,903
Less: ECL allowance W BEEEBERE (234) =
67,561 12,903
Deposit, prepayment and other Re EARER
receivables H {th fE W =R E
Other receivables and prepayment H At & W kI8 [ FE AN FRIE 1,872 909
Utility and other deposits ARAFEXERAMIZS 150 150
Amount due from the ultimate holding i< 2l NI B E]
company - 110
2,022 1,169
69,583 14,072

The directors consider that the fair values of trade and other
receivables are not materially different from their carrying
amounts, because their balances have short maturity periods on
their inception.

Trade receivables

The Group usually provides customers with a credit term of
28 to 60 days. For the settlement of trade receivables from
provision of construction services, the Group usually reaches
an agreement on the term of each payment with the customer
by taking into account of factors such as, among other things,
the credit history of the customer, its liquidity position and
the Group’s working capital needs, which varies on a case-by-
case basis that requires the judgment and experience of the
management.
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

15. TRADE AND OTHER RECEIVABLES (continued)

Trade receivables (continued)

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

The ECL allowance on trade receivables are estimated by
reference to historical observed default experience of the
debtors and an analysis of the debtor’s current financial position,
adjusted for forward-looking information that is available
without undue cost or effort. As at 30 September 2019, ECL
allowance of HK$234,000 (31 March 2019: HK$nil) was
recognised on these debtors.

Based on the invoice dates, the ageing analysis of the trade
receivables net of ECL allowance is as follows:

AR S R EAR R R

15. B3 R EMEWEIE @

g 5 EWFIE @)

2R EEEE BEZRWFTEREY
EEDNREBEXAREERBRSSETOA -
EHNEERAMARENTERIRESH
WERREFERI G AR E Z RGBS N8
— RS At AEBRE B
SEWZIENBHREEGEERAEENEE
BEERNSEBRNE -

EREZREFENRREEBBRRET
R2ZEBABEBEMBHNENREA
K& A B B AR R EH b ET -
W BT L R BEKAKTERIR ESF
MATIEEERHELHE -R_T—NFN
A=1R FREEEEER#E 234,00087T

“ZE-hF=ZA=+—H: B ERZF
BEFEITHER

BREZEZEAH  BHRUGIE (NKREBE
BEEEBE OREDTAT

As at As at

30 September 31 March

2019 2019

R=Z-—hF RZZ—IF

hB=+H =A=+—H

HK$'000 HK$'000

FER FHET

(unaudited) (audited)

(REEX) (fe&=%)

0-30 days 02 30K 6,237 12,634
31-60 days 31 260K 38,148 269
61-90 days 61 £ 90K 23,176 -
67,561 12,903
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
A4S P EAR R R

16. CONTRACT ASSETS 16. ENEE

As at As at
30 September 31 March
2019 2019

R=2—-1F NZT—NF
AA=+R =A=+—H

HK$'000 HK$'000

FHET TET

(unaudited) (audited)

(REEER) (BEZz)

Unbilled revenue REBE W 117,630 96,232
Retention receivables USRS & 26,126 16,926
Less: ECL allowance W TBHEEEERE (1,176) =
142,580 113,158

Notes:

Unbilled revenue represents the Group’s right to receive consideration
for work completed and not yet billed because the rights are conditional
upon the satisfaction by the customers on the construction work
completed by the Group and the work is pending for the certification
by the customers. The contract assets are transferred to the trade
receivables when the rights become unconditional, which is typically
at the time the Group obtains the certification of the completed
construction work from the customers.

Retention receivables included in contract assets represents the Group’s
right to consideration for work performed and not yet billed because
the rights are conditional on the satisfaction of the service quality by
the customers over a certain period as stipulated in the contracts. The
contract assets are transferred to the trade receivables when the rights
become unconditional, which is typically at the expiry date of the period
for the provision of assurance by the Group on the service quality of the
construction work performed by the Group.

The contract assets are transferred to trade receivables when the rights
become unconditional. The amount of contract assets expected to be
recovered/settled over one year is HK$17,269,000 (31 March 2019:
HK$7,800,000), all of the remaining balances were expected to be
recovered/settled within one year.

As at 30 September 2019, ECL allowance of HK$1,176,000 was
recognised against the gross amount of contract assets (31 March 2019:
HK$nil).
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
AR S P HR I SRR

17. CASH, BANK BALANCES AND PLEDGED 17.3 %  fR{THSBRECIKHER
DEPOSITS

As at As at
30 September 31 March
2019 2019

R=ZB-—NF RZT-NHF
AA=+R =A=+—H

HK$'000 HK$'000
FTET T
(unaudited) (audited)
(REER) (& &EZ)
Cash, bank balances and pledged deposits R - SR{T&EH LB EIBFER 68,049 136,815
Less: bank deposits, pledged B BEMAEITER (24,516) (25,408)
Cash and cash equivalents per the EMREARERER IR
condensed consolidated statement MRS MRS EEY
of cash flows 43,533 111,407
Cash at banks earns interest at floating rates based on daily RTINS ER T HIRITFRF IR ZB A
bank deposit rates. KERELA B o
Pledged bank deposits earn 0.25% interest per annum (31 BEHERRITEREFRIN0.25% BFE (=
March 2019: 0.25%) and have a maturity of 1 month or less. T—NF=ZA=1+—H:025%) ' iR &
They have been pledged to secure bank facilities (note 19). — B ASKAR  SRITIERE EHAERE
TRE (MEE19) o
The directors consider that the fair values of cash at bank are not EERR ROTReNATEEEEREE
materially different from their carrying amounts, because their WEEREZE HAZEHEHERARER
balances have short maturity periods on their inception. R ER HEAE -
18. TRADE AND OTHER PAYABLES 18. EZ R H b B FK IR
As at As at
30 September 31 March
2019 2019

R=ZB-—NE R-_ZE—IF
hB=+B =A=+—H

HK$'000 HK$'000

FER FAT

(unaudited) (audited)

(RETFEZX) (&%)

Trade payables B 5 e 5B 44,330 27,782
Accruals and other payables FEET & A K H fh FE T IR 3,286 2,719
47,616 30,501
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
A4S P EAR R R

18. TRADE AND OTHER PAYABLES

Ageing analysis of payables based on the invoices date is as

18. EZ R EL A B FIR
FEN URIRE R B AR AT T -

follows:
As at As at
30 September 31 March
2019 2019
R=ZZE—hFE RZZE—NF
hB=+H =ZA=+—H
HK$'000 HK$'000
FET FAT
(unaudited) (audited)
(REEER) (&%)
0-30 days 0ZE30K 39,741 23,725
31-60 days 31 260K 4,535 2,300
61-90 days 61 290K - 1,757
Over 90 days BB 90K 54 -
44,330 27,782

19. BORROWINGS, SECURED
At 30 September 2019, the bank loans were repayable as

19. B BER

R-_ZE—NAFHLA=1+H " BEENET
follows: EZHT
As at As at
30 September 31 March
2019 2019
R=ZT—hF RZZ—h&F
hA=+H Z=ZA=+—8H
HK$'000 HK$'000
FHET FATT
(unaudited) (audited)
(REER) (EZ)
Bank loans repayable on demand (note (a)) IR EREZRITER (HE(@)) 20,647 3,523

(@) At 30 September 2019, the bank loans are interest-bearing (a)
at4.73% to 4.76% (31 March 2019: 4.73%) per annum.

—NF=A=+—H:473%) °

(b) At 30 September 2019 and 31 March 2019, the banking (b)
facilities of the Group were secured by:

A5 75 S HER

(1) Charges on the investment properties owned by the (1)
Group (note 14); and

(2) Charges on certain bank deposits (note 17) made by (2)

the Group Z1RE
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
AR S P HR I SRR

20. LEASE LIABILITIES/OBLIGATION UNDER 20.HE&E ®mEHSRIE
FINANCE LEASES

The analysis of the Group’s lease liabilities (as at 31 March 2019: AEENHAEEGE(RZE—-—NLF=A
obligation under finance lease) is as follows: =+—H RERAEAE)NSTOT :
As at As at
30 September 31 March
2019 2019

R=ZB-—NF RZIT-NHF
AA=+R =A=+—H

HK$'000 HK$'000
FER T
(unaudited) (audited)
(REETFEZX) (& &EZ)

Total minimum lease payments: RIEHEMRERE :

Within one year —FR 1,811 2,362

After one year but within two years —F%  BRMERN 124 =

1,935 2,362

Future finance charges on leases liabilites ~ HE & & 2 KK 75 & B (30) (55)
Present value of lease liabilities HEAGERE 1,905 2,307
Present value of minimum lease payment: &K E [ ZIRAE :

Within one year —FR 1,782 2,307

After one year but within two years —F%& BRMER 123 =

1,905 2,307
Less: Portion due within one year included ~ J&l : st ARB BB —FR
under current liabilities FHE B 5 (1,782) (2,307)

Portion due after one year included under st AFERBEE—F1%

non-current liabilities I HAEY H 123 =
During the six-months ended 30 September 2019, the total cash HE-Z—AFAA=TRHIEAER #
outflows for the leases are HK$1,657,000. EWEIR &ML /1,657,000 7T °
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

B4R S P HAR IS 3R R
21. SHARE CAPITAL 21. IR &
Number of
shares HK$'000
EdnE 4= FATT
Authorised: EIE
As at 30 September 2019 (unaudited) and R -_Z—hAFNLA=1+H
31 March 2019 (RegEZ) &
—E-hF=ZA=+—8H 10,000,000,000 100,000
Issued and fully paid: ERITRHE:
As at 30 September 2019 (unaudited) and R_-Z—NFNA=+H
31 March 2019 (RegEZ) Rk
—E-NF=A=+—H 1,200,000,000 12,000
22. OPERATING LEASE COMMITMENTS 2. REFHEAIE
As lessor ERAHEA

DRAGON RISE GROUP HOLDINGS LIMITED e

At the reporting date, the total future minimum lease receipts
receivables by the Group under non-cancellable operating leases
are as follows:

RFEBH  AEERETAHHELEHE
EmEl RRKERE U FARERINT -

2019 2018

—E-NEF —E-N\F

HK$'000 HK$'000

THET FET

(unaudited) (unaudited)

(REER) (REEHER)

Within one year —F R 156 113
In the second to fifth years F_EEERF 134 -
290 113

The Group leases its investment properties (note 14) under
operating lease arrangements which run for a lease term of one
to two years, with an option to renew the lease terms at the
expiry date or at dates as mutually agreed between the Group
and the respective tenant.
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23.

24,

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

RELATED PARTY TRANSACTIONS

Key management personnel remuneration

The emoluments of the directors and senior management of
the Company, who represent the key management personnel
during the six months ended 30 September 2019 and 2018 are
as follows:

23.

AR S R EAR R R

BEHAIRS

FTEEE A BN
BE-_ZT-NEFr_ZT—N\FEhLA=1+H
WERER ARREEREAEEE (BE
EERAB)WEMAT

Six months ended 30 September
BEAA=+HLAEA

2019 2018

—E-NEF —T—N\F

HK$'000 HK$'000

FET FET

Salaries, fee and allowances e me ROER 1,512 1,440
Retirement benefit scheme contributions RIRNEFIET B FR 36 36
1,548 1,476

CONTINGENT LIABILITIES

At 30 September 2019 and 31 March 2019, the Group has
been involved in a number of claims, litigations and potential
claims against the Group in relation to work-related injuries
and non-compliances. The directors are of the opinion that the
claims, litigations and non-compliances are not expected to
have a material impact on the condensed consolidated interim
financial statements, and the outcome for potential claims is
uncertain. Accordingly, no provision has been made to the
condensed consolidated interim financial statements.

24,

HREE
RZZE-NFAA=ZTHRZZE-NEF=
A=1+—8 AEESLZRFHAEH
MTHEAR  FdREERRURTER
= -BEERR/RFHR FRRTERF
HIRBAT S YRR S P MK RRERK
EAFE BEERRNGERR/TEE -
Hit - ER RS P RS BHREREL
Bifm e
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CORPORATE GOVERNANCE/OTHER INFORMATION

E

B HER

INTERESTS OF DIRECTORS AND CHIEF
EXECUTIVE IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND THE
ASSOCIATED CORPORATIONS

As at 30 September 2019, the interests and short positions of
the Directors or chief executives of the Company in the Shares,
underlying Shares and debentures of the Company or any of the
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) (the “SFO")) which have been notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including any interests or short positions which they are taken
or deemed to have under such provisions of the SFO) or which,
pursuant to section 352 of the SFO, have been entered in the register
referred to therein, or have been, pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies (the “Model
Code”) in the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), notified to the Company and the
Stock Exchange, were as follows:

i. Long position in our Shares

EERBSTBRAERAQFRAME
BOLENRD - AR R EEE
PR ER

RZFB-NAFENA=THE ARAEFHER
TBRABRAARSKEERBBEIE(EER
%&Hﬂfflﬂﬂ(i&%/ﬂﬂ%Sﬂa)(( Cad

ERGI1) EXVER) BBy BRI & EHE

*T%ﬁ*ﬁ?}fzmﬁﬁﬁﬁ S {RFIEXVERE 7 &8
’\*E%EEE%D RRR MR PrE S FOAR

(BRERIZEE S MREGRDE BIERE (FRHK
BIEEENEMERSOAR)  IIRBEZHF LB
5 1R 5 352 IR LB N & R PT e B e a0 42
SNORE  ARBEB R PAE S EMARR ([ £
RAD FRRAREFETERI HNRESTH
(MRESTRD BERMEARA MBI #ER &
KRBT

i. RRONERE

Number of shares Percentage of

Name of Director(s) Capacity/Nature held/interested shareholding
BE A
E=pE 2270 31 ERHROEE BEREDH
Mr. Yip Yuk Kit Interest in a controlled 890,000,000 74.17%
corporation (Note)
EEANEE HErE ks (M) 890,000,000 74.17%

Note: The Company is owned as to 74.17% by Fame Circle Limited.
Fame Circle Limited is legally and beneficially owned as to 100%
by Mr. Yip. Under the SFO, Mr. Yip is deemed to be interested in
the same number of Shares held by Fame Circle Limited.

ii. Long position in the shares of associated
corporation

Bzt : 2N 2 G B Fame Circle Limited ¥ &
74.17% #%5 © Fame Circle Limited FHEE5E
BERBRFEE100% % - RIFES
KMEREED] - 5T A 115 A7 Fame Circle
Limited FTHFAE R & B IR ID R A i -

i. REBEZEROTHER

Number of

Name of Name of associated shares held/ Percentage of

Director(s) corporation Capacity/Nature interested in interest
»E®E

EEsR LR AE 515 MHE EENBROHE BREDL

Mr. Yip Yuk Kit Fame Circle Limited Beneficial interest 50,000 100%

BAEE Fame Circle Limited EnEn 50,000 100%

DRAGON RISE GROUP HOLDINGS LIMITED e
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CORPORATE GOVERNANCE/OTHER INFORMATION

Save as disclosed above, as at 30 September 2019, none of the
Directors or chief executives had any interests or short positions in
the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the
SFO) as recorded in the register required to be kept under Section 352
of the SFO, or as otherwise notified to the Company and the Stock
Exchange under the Model Code.

INTERESTS OF SUBSTANTIAL AND OTHER
SHAREHOLDERS IN THE SHARES AND
UNDERLYING SHARES

As at 30 September 2019, so far as is known to the Directors, the
following persons (not being a Director or chief executive of the
Company) had interests or short positions in Shares or underlying
Shares which would fall to be disclosed to the Company and the
Stock Exchange under the provisions of Divisions 2 and 3 of Part XV
of the SFO or, who are, directly or indirectly, interested in 10% or
more of the nominal value of any class of share capital carrying rights
to vote in all circumstances at general meetings of the Company or
any other member of the Group:

EER T HittEH

B EXAREEN R-E-NEABZFE -
B R T A B R AA Al A (4
BE A (3 B 5 % O K R 191 48 XV 38) 0 B
3 - HERBRR 1 B B R A (E (T IR 18
BHREEIEYIEI5 EARENE R RR
5 B 7 BIIZE 17 A1 B AR 2N 7 B 20 A M7 2
AR -

TERREEMRRARDRAEE
R s

RZE-NAFNAA=1TH HREZHMM  T5
AL (EFFARREZFRERSTERAR) KB
AR D A RIRRE 75 R E RIS XV #B R
2} 30 BRI E AR AR A7) Ko Bt 32 P I FE e i 2
FKRE  HERXAEEEREMEAIEERBR
TRARRHEAREEBEAEMKE R FRRK
& REARE N R E RSB RBANEE 10% A
EaEa

Number of shares Percentage of

Name Capacity/Nature held/interested in interest
e BB

2| na 54, e ERNBRAEE EEEDL
Fame Circle Limited Beneficial interest (Note 1) 890,000,000 74.17%
Fame Circle Limited Bt (M 1) 890,000,000 74.17%
Ms. Yip Lai Ping Interest of spouse (Note 2) 890,000,000 74.17%
BBzt BBk (A7at2) 890,000,000 74.17%
Notes: Het -

1. Fame Circle Limited is owned as to 100% by Mr. Yip Yuk Kit. Mr. Yip
Yuk Kit is the sole director of Fame Circle Limited. Under the SFO, Mr.
Yip is deemed to be interested in the same number of Shares held by
Fame Circle Limited.

2. Ms. Yip Lai Ping is the spouse of Mr. Yip Yuk Kit. Under the SFO, Ms.
Yip Lai Ping is deemed to be interested in the same number of Shares in
which Mr. Yip Yuk Kit is interested.

Save as disclosed above, as at 30 September 2019, no other person
had any interests or short positions in the shares or underlying shares
of the Company as recorded in the register required to be kept under
Section 336 of the SFO, or as otherwise notified to the Company and
the Stock Exchange.
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1. Fame Circle Limited HEERELELEHA - &
& 7845 % A Fame Circle Limited W —E F « 1R
BEH R EE D) - B£8R AR Fame Circle
Limited FTIFAE R BB BRI P B s o

2. EBHULUIREBEARLENRSE REEFR
HEGY EBFLIHERANEARLELER
ERARG 2 ARBE RN P HEE RS -

B EXPREEIN RZE-NFALA=+AH -
B E M A TR R F @A AR R T
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CORPORATE GOVERNANCE/OTHER INFORMATION

EER HittE R

SHARE OPTION SCHEME

The Company has adopted a share option scheme (the “Share Option
Scheme”) on 18 January 2018. The principal terms of the Share
Option Scheme are summarised in Appendix V to the Prospectus. The
purpose of the Share Option Scheme is to attract and retain the best
available personnel of the Group, to provide additional incentive to
employees (full-time and part-time), Directors, consultants, advisors,
distributors, contractors, suppliers, agents, customers, business
partners or service providers of the Group and to promote the success
of the business of the Group. No share option has been granted,
exercised, cancelled or lapsed under the Share Option Scheme since
its adoption on 18 January 2018, and there is no outstanding share
option as at 30 September 2019.

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

During the Reporting Period, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the Company’s
securities.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No Director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the Reporting
Period.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Directors confirmed
that the Company has maintained a sufficient amount of public float
for its Shares as required under the Listing Rules during the Reporting
Period and up to the date of this report.

COMPETING INTERESTS

The Directors confirm that neither the Directors nor the Controlling
Shareholders of the Company nor their respective close associates
are interested in a business apart from the Group’s business which
competes or is likely to compete, directly or indirectly, with the
Group’s business during the Reporting Period, and is required to be
disclosed pursuant to Rule 8.10 of the Listing Rules.
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CORPORATE GOVERNANCE PRACTICES
Compliance with the Corporate Governance Code
The Group recognises the importance of incorporating elements
of good corporate governance in the management structures and
internal control procedures of the Group so as to achieve effective
accountability. The Group is committed to maintaining good
corporate governance to safeguard the interest of shareholders and
to achieve effective accountability because the Group believes that is
the best way to maximise our shareholders’ value.

The Company has adopted the corporate governance code (the “CG
Code") contained in Appendix 14 to the Listing Rules. Pursuant to
code provision A.2.1 of the CG Code, the roles of the chairman of
the Board (“the Chairman”) and the chief executive officer of the
Company (the “Chief Executive Officer”) should be separate and
should not be performed by the same individual. Mr. Yip was the
Chairman and Chief Executive Officer during the Reporting Period.
As Mr. Yip has been assuming day-to-day responsibilities in operating
and managing Kit Kee Engineering since August 1993, the Board
is of the view that it is in the best interest of the Group to have Mr.
Yip taking up both roles for effective management and business
development.

Save for the above deviation, the Board considers that during the
Reporting Period, the Company has complied with all the code
provisions set out in the CG Code.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS OF
LISTED ISSUERS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 of the Listing Rules as its own code of conduct
regarding Directors’ securities transactions. Having made specific
enquiries of the Directors, all Directors confirmed that they complied
with the Model Code at all applicable times during the Reporting
Period.
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EER HittE R

AUDIT COMMITTEE

The Company established an Audit Committee on 18 January 2018
with written terms of reference in compliance with the CG Code. The
primary roles of the Audit Committee include, but are not limited
to, (a) making recommendations to our Board on the appointment,
reappointment and removal of the external auditor, and approving
the remuneration and terms of engagement of the external auditor,
and any guestions of its resignation or dismissal; (b) monitoring the
integrity of our financial statements and annual reports and accounts,
half-yearly reports and, if prepared for publication, quarterly reports,
and reviewing significant financial reporting judgments contained in
them; and (c) reviewing our financial controls, internal control and
risk management systems.

The Audit Committee consists of three members who are all
independent non-executive Directors, namely, Mr. Lo Chi Wang,
Mr. Chan Ka Yu and Mr. Lee Kwok Lun. Mr. Lee Kwok Lun is the
Chairman of the Audit Committee.

APPRECIATION

The Board would like to take this opportunity to express its sincere
gratitude to the management team and staff for their hard work
and contributions, and to our shareholders, investors and business
partners for their trust and support.

By Order of the Board

Dragon Rise Group Holdings Limited
Yip Yuk Kit

Chairman and Executive Director

Hong Kong, 28 November 2019
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