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Chairman'’s Statement
FEHE

To Our Shareholders

On behalf of the board (the “Board”) of directors (the “Directors”) of
Chi Kan Holdings Limited (the “Company”), | am pleased to present
the annual report of the Company and its subsidiaries (collectively

the "Group”) for the year ended 31 March 2026 (the "FY2026").

We are a Hong Kong-based formwork contractor, mainly engaged
in the provision of (a) formwork services, comprising of: (i)
conventional formwork which is built on-site by mainly using timber
and plywood; and (ii) prefabricated formwork which is built out of
prefabricated modules by mainly using aluminium and steel; and
(b) other construction services. During the course of providing our
formwork services, we may also be requested by our customers, in
the form of variation orders, to provide other construction services,
including plastering, installing curtain wall and other miscellaneous

works on an ancillary basis.

FY2026 was a very difficult year for the construction industry in Hong
Kong. The overall market has slowed down, with fewer public and
private projects being launched due to budget constraints and a

cautious economic outlook.

In this tough environment, our Group stayed focused on managing
our finances carefully. We were selective in choosing which projects
to bid for, to protect our profits and shareholder interests. In FY2026,
we are barely able to be awarded 1 new contract with an aggregate
contract sum of approximately HK$95.5 million. As at 31 March 2026,
we had a total of 10 contracts (31 March 2025: 21 contracts) on hand
and the amount of contract sum yet to be recognised as at 31 March
2026 amounted to approximately HK$186.7 million (31 March 2025:
approximately HK$259.3 million).
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Chairman’s Statement
FEHE

The Group has engaged in E-Commerce business since March
2021. We are strategically positioned as a brand retailer in various
E-Commerce platforms, and provide brand commodities for our
customers. With continuously rapid development of online retail
business, we cooperated with various suppliers and offered 500
types of products in the E-Commerce platforms. Our sustainable and
rapid development of online retail business would be achieved by

providing high quality and diversified products.

We expect the construction market in Hong Kong to remain weak
in the near future. In light of this, we will continue to exercise strict
cost control and maintain strong client relationships, while placing
greater focus on developing our E-Commerce business. Our aim is
to preserve stability, safeguard shareholder value, and position the

Group for future growth as market conditions evolve.

I would like to take this opportunity to express my sincere
gratitude to our shareholders, customers, subcontractors, suppliers
and business partners for their continuous support, and to our
management and staff members for their diligence, dedication and

contribution to the growth of the Group.

LO Hon Kwong
Chairman and Executive Director
Hong Kong, 26 June 2026
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Management Discussion and Analysis

BB am Mo

BUSINESS REVIEW

The principal activities of the Group are (i) construction business
which included provision of formwork services and other

construction services; and (i) E-=Commerce business.
Construction Business

The Group is a Hong Kong-based formwork contractor, mainly
engaged in the provision of (a) formwork services, comprising of: (i)
conventional formwork which is built on-site by mainly using timber
and plywood; and (ii) prefabricated formwork which is built out of
prefabricated modules by mainly using aluminum and steel; and (b)

other construction services.

Formwork is the temporary supporting structures and moulds used
in construction where concrete is poured in and to be moulded
into the required structural shape and size. When we undertake a
formwork project, we are generally responsible for project planning
and implementation, procurement of materials, quality control
and overall management of our direct labour and workers of
our engaged subcontractors in carrying out the implementation
of formwork services in accordance with the main contractors’

requirements and specifications.

During the course of providing our formwork services, we may also
be requested by our customers, in the form of variation orders, to
provide other construction services, including plastering, installing

curtain wall and other miscellaneous works on an ancillary basis.

During the FY2026, 1

value of approximately HK$95.5 million were awarded to the

new project with an aggregate contract
Group. 16 existing projects were completed during the year. As at

31 March 2026, 10 projects with the outstanding contract sum of

approximately HK$186.7 million were all in progress.
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Management Discussion and Analysis

BB am M AT

E-Commerce Business

The Group has engaged in E-Commerce business since March 2021
via Baiyin Chi Kan Technology Development Company Limited (“CK
Baiyin”), which is incorporated in People’s Republic of China ("PRC")
on 24 February 2021. The Group hold 51% equity interest in CK
Baiyin whereas an independent third party holds 49% equity interest
in CK Baiyin.

The Group is strategically positioned as a brand retailers in private
E-Commerce platforms. We have cooperated with three private
E-Commerce platforms to provide brand commodities that match
with the need of our customers. Specifically, the income of the
Group is generated from retailing in the private E-Commerce

platforms.

With the continuously rapid development of online retail business,
we have cooperated with various suppliers and brand merchants,
and committed to provide high quality and diversified products
in our best effort. Under our E-Commerce business, we offer over
500 types of products, including agricultural products rich in
selenium, nutritional supplements, daily necessities, and cosmetic
and skin care products. Quality of products would be regarded
as our primary consideration in choosing products and products
and manufacturers would be strictly selected for the sake of better
products and quality, so as to achieve the sustainable development

of corporation.
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Management Discussion and Analysis

BB am Mo

FINANCIAL REVIEW

During the FY2026, the Group's audited consolidated revenue
amounted to approximately HK$1,021.2 million (FY2025:
approximately HK$1,414.5 million). The decrease were mainly due
to (i) 10 projects on hand as at 31 March 2026 (FY2025: 21) which
contributed approximately HK$160.0 million from construction
business (FY2025: approximately HK$876.9 million); and (ii) revenue
of approximately HK$861.2 million from E-Commerce business
(FY2025: approximately HK$537.6 million).

The gross profit increased from HK$364.2 million for FY2025 to
HKS$520.2 million for FY2026. It was mainly due to the revenue
contributed from E-Commerce business increased from 38.0% for
FY2025 to 84.3% for FY2026, and E-Commerce contained a higher

gross profit margin compared with the construction business.

Selling and administrative expenses (the “S&A Expenses”) primarily
comprise selling commission, staff costs, business development
expenses, depreciation, consultancy fee and legal and professional
charges. The S&A Expenses for the year increased by approximately
HKS$137.1 million to approximately HK$442.8 million, compared with
approximately HK$305.7 million of last year, which mainly due to

increase in operating expenses for E-=Commerce business.

As a result, loss attributable to the owners of the Company for
the year was approximately HK$68.6 million, compared to loss
attributable to the owners of the Company of approximately HK$7.7

million in last year.
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Management Discussion and Analysis

BB am M AT

PRINCIPAL RISKS AND UNCERTAINTIES

Failure to diversify our customer base

We derive a significant portion of our revenue from our five largest
customers, in particular our largest customer, Hip Hing Group;
and any decrease or failure to maintain business relationship with
whom could materially adversely affect our business operations and

financial performance.

As our Group does not enter into any long-term written agreements
with our customers, and that our contracts are awarded by tender
on a project-by-project basis, there is no assurance that our Group
would be able to retain its major customers in the future. If we
are unable to secure new projects from our major customers or if
there is a significant decrease in the number of projects or size of
projects in terms of contract value awarded by our major customers
for whatever reasons, our business, results of operations and
financial performance would be materially and adversely affected
when we fail to secure suitable projects of comparable size and
quantity as replacement. Besides, if any of our major customers
encounter liquidity problems, it may result in delay or default in
settling progress payments with us, which in turn would have an
adverse impact on our cash flow and financial position. We cannot
guarantee that we will be able to diversify our customer base by
either securing new customers or securing significant number of
new projects from other customers on comparable terms in order to
partly or wholly offset the loss of revenue from our major customers,
in which case our business, results of operation, financial position
and future prospects may be materially and adversely affected. Even
if we manage to secure new customers, it would take time and
resources for us to develop the relationship with new customers
by adapting our systems and procedures to meet the project
requirements of new customers. If we are unable to secure new
customers, our business, results of operations, financial performance
and future prospects may be materially adversely affected.
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Management Discussion and Analysis

BB am Mo

Failure to obtain new projects

Our Group’s revenue is non-recurring in nature and failure to
secure new projects would materially and adversely affect our
Group's business, results of operations, financial position and future
prospects.

There is no assurance that (i) our Group would be invited to or be
informed of the tendering or bidding process for new projects;
(i) the terms and conditions of potential new contracts would be
comparable to our existing contracts; (iii) our customers would
continue to include our Group in the tendering process; and (iv) our
tenders would be selected by our customers. If we are unable to
maintain our competitiveness in, among other things, standards of
management, industrial expertise, financial capability, reputation,
regulatory compliance and terms and conditions of our tenders, our
Group may be less likely to be selected as subcontractor for new
projects. If our customers cease to engage us to provide formwork
services and we fail to replace such customers in a timely manner,
our business, results of operations and financial position may be
materially and adversely affected.

Cash flow mismatch

Our Group may need to incur various upfront costs before receipt
of payments from customers, and such cash flow mismatch may

materially and adversely affect our liquidity and financial position.

In undertaking our project works, we may incur various upfront
costs, including (i) payment to our subcontractors; (ii) payment of
material costs; (iii) direct labour costs to our workers; and (iv) other

costs such as utilities and insurance, as required.

Our Group's cash inflows mainly comprise progress payments from
our customers. Our customers will pay progress payments after
our works has commenced and the value of the completed works
is confirmed and certified by our customers. Our customers will
generally retain a maximum amount of 5% of the total contract sum
as retention money, which will be released if no defects are found in

our works.
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Management Discussion and Analysis

BB am M AT

The greater the number of projects our Group is required to carry
out, the larger the upfront costs our Group will likely have to incur.
This may lead to a significant outflow of financial resources within
a short period of time, and our cash flows and financial position
may deteriorate due to the potential timing mismatch between
receipt of progress payments from our customers, and payments
to our suppliers and subcontractors. There is no assurance that
our customers will make progress payments on time or that the
retention money will be released in a timely manner or in full after
the inspection process of completed works, which may in turn give
rise to disputes. When there is delay in the inspection process or
when a dispute arises in respect of certification of works by our
customers, it may result in delay of progress payments. Furthermore,
in the course of project implementation, our customers may also
place orders to change the original design or specifications or
require additional works or reduce the scope of our works. However,
such additional works may not be fully covered under the scope
of variation orders set out in the original terms of contract. As
such, there may be occasions where additional fees cannot be
determined or generally agreed upon with our customers before the
commencement of such additional works, and we may only receive
part of the progress payments during the course of the project. Any
failure by our customers to make progress payments to us or release
the retention money may have a material adverse impact on our

liquidity and financial position.

There is also no assurance that we will not record negative operating
cash flows in the future. Net cash outflows from operating activities
may adversely affect our liquidity position, and reduce our financial
flexibility and our ability to obtain additional borrowings from banks,
which in turn may adversely affect the implementation of our future

plans.
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Management Discussion and Analysis

BB am Mo

Discrepancy between estimated costs and actual costs

Our Group determines our price based on the estimated time and
costs required to complete the works, but the actual time and
costs incurred may exceed our estimation due to unexpected
circumstances, and such discrepancy may adversely affect our

business, results of operations and financial performance.

Our Group's pricing model depends on our estimation of the costs
to be incurred for each project plus a mark-up for the desired profit
margin. An accurate estimation of costs is therefore crucial for
maintaining our Group's business growth and profitability. However,
the actual time and costs involved in completing our projects
may be adversely affected by various factors that are beyond our
control, including but not limited to, shortage and cost escalation in
materials and direct labour, condition of the construction sites, on-
site project arrangement by our customers, inefficiency and delay
caused by errors, adverse weather conditions, disputes with our
customers or subcontractors, change in design by our customers,
worksite accidents and changes in governmental policies. In such an
event, our Group may have to bear additional costs for completing
and delivering the works within the requisite timeframe. We may
also be required to pay our customers liquidated damages for the
delay in completion of works. Any previous delay in the delivery of
our works may also be taken into consideration by our customers
during the course of the competitive tendering process, and thus
may have an adverse impact on our chances of winning future

tenders.

In particular, labour cost (including workers of our subcontractors
and us) is the major cost for our construction projects. If there is any
unexpected significant increase in labour cost, we may not be able
to shift the costs to our customers due to the competitive market
environment and/or contractual provisions with our customers,
which may result in adverse effect to the financial performance of

our Group.

1 2 Chi Kan Holdings Limited 28 #)#2 iR A 7]  Annual Report 2026 3

FRTRARBERRANT—H

A& BIR IR ST R TA2 T 7R e (il 51 B FE] SR B AR B SE
B HARERHEATEN  BEREANKHER
AT REEBEEE  FEEZRARHRMANE
% REXEMVPBERREXNBEZE

AEENEERABAR SR B EEENKA
b5t - ZRUIBHIENENKME - Bt - EFREDH
P AN AR R 36 4 45 R B [ O S5 0 R S BRI S T
SHEEE - A - THIEB S RN EREE
KA R BE R 2 TR IR TR FIAT BE IR il ) I R 2 2 A
MFE  BRENERMHRERS THWRERN
RN Bk - AR - BPAMIRGAA R
B RSB EER R RERIER - BHHRFMN
nBEFRSBEFAMD  BFENER
THEINBIRRES - EZFBERT - A%
B S AAEN R ERFRATR RN TRRHREIN
B o BAIMAIBEZER TIRER M A& P X 138
MEEER - REFENNRITEET  BEFEH
BFPEFERN TIRAAZEZ - AMER
FIREP RO SEXTFEE -

BME  BEBEENEIERA/ETIAA(EIE
BERBEMOET) - M5 TKRARRKE L
R MATSRERFHRUL,HETFETH
BRGRRER > RABEBNAEBEES » X
EHAKENMBRRENAMTE -

\
/|

W



Management Discussion and Analysis
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RELATIONSHIPS WITH CUSTOMERS, WORKING
PARTNERS AND EMPLOYEES

The Group maintains long-term relationships with its customers
and working partners (including subcontractors, suppliers and
consultants), some of which have established more than 10 years of
working relationship with the Group. The close working relationship
can also be demonstrated by the increasing number of project
portfolios and continuous cooperation with working partners which
may be engaged by the Group in one or more of its projects at the
same time. Building successful long-term relationships with them
is a key element of the Group’s business model, which is closely
interlinked with all the other elements of its model. Successful
long-term relationships are built on trust — a trust that the Group is
able to provide quality service and excellent customer experience.
To achieve this, the Group needs experienced people with the
right skills and capabilities as well as continuous supports from its

working partners.

The Group also maintains a very stable and experienced
management team and an amicable long-term relationship with
its employees. The Group's key management team comprises
executive Directors and senior management, their biographies
mentioned in the section headed “Biographies of Directors and
Senior Management” in this report. The Group's experienced
management team, coupled with a stable pool of skilled labour, is
one of its key drives in delivering high quality work to customers in

order to attain high customers’ satisfaction.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATION

The Directors confirmed that during FY2026 and up to the date
of this report, the Group had obtained all the registrations and
certifications required for its business and operations in Hong Kong,
and had complied with the applicable laws and regulations in Hong

Kong in all material respects.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to environmental protection and
sustainable development through promoting and adopting green
practices in its business activities. Initiatives within the Group
include, but are not limited to, encouraging employees to reduce
paper consumption by reuse of single-sided printed paper, to assess
the necessity of printing where appropriate and to use duplex
printing. The Environment, Social and Governance Report of the
Company prepared in accordance with Appendix C2 to the Listing

Rules are set out on pages 67 to 111.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The Group's overall funding and treasury activities are currently
managed and controlled by the Directors and senior management.
The Directors and senior management will closely monitor the
Group's liquidity position to ensure that the liquidity structure of
the Group's assets, liabilities, and other commitments can meet its

funding needs.
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Notes:

1. Current ratio is calculated based on the total current assets divided by

the total current liabilities as at the respective year end.

2. Gearing ratio is calculated based on the payables incurred not in the
ordinary course of business (being lease liabilities and amount due
to a shareholder) divided by total equity as at the respective year end

and multiplied by 100%.

3. Debt to equity ratio is calculated based on the net debt (being bank
borrowings and lease liabilities net of cash and cash equivalents)
divided by the total equity as at the respective year end and
multiplied by 100%.

Current ratio decreased from 8.8 as at 31 March 2025 to 8.2 as at 31
March 2026, remaining at a stable level. Gearing ratio increased from
0.2% as at 31 March 2025 to 0.5% as at 31 March 2026, remaining at
a minimal level. Debt to equity ratio is not applicable as at 31 March
2026 due to the cash and cash equivalents larger than the total of

bank borrowings and lease liabilities at that date.

As at 31 March 2026, the Group had cash and cash equivalents of
approximately HK$217.3 million (31 March 2025: approximately
HK$228.2 million) and restricted cash of approximately HKSnil (31
March 2025: HKS7.5 million). Such restricted bank balances were
held for the requirement of our general banking facilities. The Group
expected to fund the future cash flow needs through internally

generated cash flows from operations and bank facilities.

As at 31 March 2026, the capital structure of the Group consisted of
equity of approximately HK$419.3 million (31 March 2025: HK$473.7
million) and debts (lease liabilities and amount due to a shareholder)
of approximately HK$2.1 million (31 March 2025: HK$0.8 million).
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The Group adopts a prudent approach in cash management. Apart
from certain debts including lease liabilities, the Group did not
have any material outstanding debts as at 31 March 2026. Payment
to settle trade payable represented the significant part of the cash
outflow of the Group. Taking into account the light debt leverage,
the Group is able to generate cash and meet upcoming cash

requirements.
EMPL