CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (THE
"GEM") OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE
"STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate companies to which a higher
investment risk may be attached than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential risks of investing in such companies
and should make the decision to invest only after due and careful consideration. The greater
risk profile and other characteristics of GEM mean that it is a market more suited to
professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded
on GEM may be more susceptible to high market volatility than securities traded on the main
board of the Stock Exchange and no assurance is given that there will be a liquid market in
the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents
of this report, make no representation as to its accuracy or completeness and expressly disclaim any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this report.

This report, for which the directors (the “Directors”) of SK Target Group Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on the GEM of the Stock Exchange of Hong Kong Limited (the
"GEM Listing Rules”) for the purpose of giving information with regard to the Company. The Directors,
having made all reasonable enquiries, confirm that to the best of their knowledge and belief, the
information contained in this report is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any statement herein or this
report misleading.
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Interim Results
RRXR

The board of Directors (the “Board”) of the ZARFEZS((EEE])MARZMN
Company is pleased to present the unaudited TAQATREMBAR(HEIRE
condensed consolidated results of the Company B)#HZ2—_Z—+F+—A=+H1t
and its subsidiaries (collectively referred to as the  N{E B AR CEBAZ GRS 24 ([
“Group”) for the six months ended 30 November — HABF#IREK |) LA N —Z— XERHK
2017 (the “Interim Financial Statements”) &ERZLEHF

together with the unaudited comparative figures for

the corresponding period in 2016 as follows:

condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income

HHFSREREM2ZEKER
For the three and six months ended 30 November 2017 &&= - —tF+— A=+ H1- =@ A &~ EA
Three months ended Six months ended
30 November 30 November
B2t-A=1AL=MH
2017
“E-t§
Note RM'000
i3 5
(unaudited) i (unaudited)
(RE&E®R) ) (REEH)
Revenue WA 5 8,351 7,780 15,849 16,636
Cost of sales HENA (6,808) (5,626) (12,034) (11,649)
Gross profit eS| 1,543 2,154 3,815 4,988
Other income HilA 102 71 153 132
Administrative expenses IBEY (1,667) (503) (3,068) (979)
Selling and distribution expenses  $5& R 2 #4555 (244) (304) (530) (621)
Listing expenses EIRY (342) - (2,416) -
Finance costs BERAK 6 (30) (18) (39) (31)
(Loss)/Profit before taxation BREtA (BR)/R% 7 (1,138) 1,400 (2,085) 3,489
Taxation B 8 (267) (312) (601) (837)
(Loss)/Profit and total R (BiE)/EF
comprenensive (l0ss)/ REE(ER)/
income for the period WnzE (1,405) 1,088 (2,686) 2,652
(Loss)/Earnings per share BR(E8)/ &7
— Basic (RM cents) —ER(IILE) 9 (0.23) 034 (0.47) 084

hHEIIRE 2017 « BRBEBEERAR 4



condensed Consolidated Statement of
Financial Position

HHRFESMBRAE
30 November 31 May
2017 2017
—E—tfF —ET—+F
+—-A=+H AA=+—8
RM'000 RM'000
LT 25
(unaudited) (audited)
(REER) (f8&7%)
Non-Current Assets kRBEE
Property, plant and equipment MmE - BER& 3,552 3218
Investment property REME 396 401
Deferred Tax Assets EERIBEE 17 -
Goodwill mE 10 -
Total Non-Current Assets FRBEELE 3,975 3,619
Current Assets REBEE
Inventories FE 1,589 651
Receivables, deposits and MR - Ze RBAK
prepayment 1 14,753 15,873
Amount owing from ultimate JEUR S AR R A B)F00B
holding company 12 6 9
Amount owing from a shareholder — FEUIR R Z0B 12 3 7
Tax recoverable EEE:S:) 233 166
Short-term bank deposits pledged  EBTHEITHRBETER
with banks 13 1,080 1,059
Cash on hand and at bank FHEERITRE 25,893 7,248
Total Current Assets REBEEAE 43,557 25,013
Current Liabilities wEBaE
Payables and accrued charges FERFUE R R B 14 7,710 8,450
Amount owing to a Director [ENEZFHA 12 15 570
Finance leases BMEME 91 172
Tax payable ERTIE 482 399
8,298 9,591
Net Current Assets FREBEE 35,260 15,422
Total Assets Less Current BEERRDERE
Liabilities 39,235 19,041
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condensed Consolidated Statement of
Financial Position

HRReMBRAE
30 November
2017
—E—+F
+—-B=1+H
Note RM'000
Bt zE LT 25
(unaudited) (audited)
(REER) (f8&%)
Non-Current Liabilities E IR
Finance leases MEME - an
Deferred tax liabilities EEFREEE 164 147
164 558
Net Assets REE 39,094 18,483
Capital and Reserves BRARK fHE
Share capital e 15 3,382 -
Reserves & 35,687 18,483
39,069 18,483
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condensed Consolidated Statement of
Changes in Equity
BHGFSRREDE

For the six months ended 30 November 2017 &= —Z—+F+— A=+ HI1EXEA

Share Share Special Other Accumulated
capital  premium reserve reserve profits
BEA  RGEE  KEREE  HtRE E 0

RM'000 RM'000 RM'000 RM'000 RM'000
F65 ¥4 FSE ¥R ¥R

At 31 May 2016 RZB-—7%F
(audited) BA=T-H
(E&%) - - - 570 11,013 11,583
Profit and total FRENR
comprehensiveincome 2 EUMEHLE
for the year - - - - 2652 2652
Acquisition of the equity ARMTE
interest in subsidiary T“HQ’N
companies by REEAYE
anintermediate lENG e
holding company of
the Company pursuant to
the reorganisation - - - (570 - (670)
At 30 November 2016 RIE—RE
(unaudited) T-A=1H
(REER) - - - - 13,665 13,665
At31 May 2017 RoB—t&
(auditeq) 1A=+-H
(877) - - - 8,579 9,904 18,483
Profit/loss and total HNER/ ER
comprehensive income/ k2 BN/
expensefortheperiod  HIX - = = = (2.686)  (2,686)
Capitalisation issie EMeEn 2,400 (2,400) - - - -
Placing and offer of shares ~ ELE REER R 982 26,511 - - - 27,493
Transaction costs BROES
attributable to RHKA
issue of shares - (4,220) - - - (4,220)

At 30 November 2017 RZE—tF
(Unaudited) +-A=+
(REER) 3,382 19,891 -

7.218 39,069
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Ccondensed Consolidated Statement of

cash Flows
HHRFSBRERER

For the six months ended 30 November 2017 2= =%

Net Cash (Used In)/From Operating
Activities

INVESTING ACTIVITIES

Interest received

Purchase of property, plant and
equipment

Proceed from disposal of financial
assets at fair value through
profit or loss

Proceed from disposal of property,
plant and equipment

Repayment from a shareholder

Repayment from ultimate
holding company

Advance to a Director

Net Cash (Used In)/From Investing
Activities

FINANCING ACTIVITIES

Dividend paid

Finance costs paid

Repayment of bank borrowings

New bank borrowings raised

Repayment of finance leases

Decrease in short term bank deposits
pledged

Proceeds from issuance of shares

Transaction costs attributable to issue
of shares

eEs (TA),/
FEREFH

REZH

B HALE

BEME BER
B

HERAFERA
BEaremEE
FTiS A

HEWE - BE R
RABEVFTISRUIA

fRERER

BRI A RER

RETEENRN

RERE (A
PRSI & )58

REES

AR E

EATRLE AR

BERITER

FERITER

EERERSE

BIEPEBIRITFER
i

BT PTG FIE

BITRRD FE(R

FRERERE 2017

—tF+—A=1HILREAR

Six months ended
30 November

BE+—A=t+HLKEA

2017 2016

S i

RM’000 RM'000
a4 A=
<8 <a

(3,640) 1,188
22 40
(691) (479)

= 848

103 -

4 -

3 -

= 571
(559) 980
= (1,050)
(37) (33)
= (763)

= 697
(469) (77)

= 301
27,493 -
(4,220) -
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condensed Consolidated Statement of
cash Flows
HRRSHERER

For the six months ended 30 November 2017 #Z —Z—+F+—A=+H 1t /~E A

Six months ended
30 November
BE+—HA=1tHLA~EA

2017

—E—tF
RM’000

o
<A

2016
—E—RF
RM'000

At
< A

NET CASH FROM/(USED IN) BMEEHRE

FINANCING ACTIVITIES (FTA)B&3HE 22,767 (925)
NET INCREASE IN CASH AND HeRRESZEEY

CASH EQUIVALENTS B INEEE 18,568 1,243
CASH AND CASH EQUIVALENTS AT H#{R&RR%

BEGINNING OF YEAR Z£E8Y 7,248 3,181
Effects of exchange rate changes on MR FEEINEIR B

the balance of cash held in wEHNEE

foreign currency 77 -
CASH AND CASH EQUIVALENTS AT FRIREGRES

END OF YEAR REPRESENTED BY Z(EY) 25,893 4,424
Cash on hand and at bank IEFERRITRSE 25,893 4,424
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 & —Z—+F+— A=+ HI1EXEA

1.

GENERAL INFORMATION

The Company is a public limited company
incorporated in the Cayman Islands and its
shares are listed on the GEM of The Stock
Exchange since 19 July 2017. The Company
was incorporated in the Cayman Islands as a
private limited liability company on 28 October
2016. The addresses of the Company’s
registered office in Cayman Islands and
headquarters and principal place of business
in Malaysia are P.O. Box 1350, Clifton House,
75 Fort Street, Grand Cayman KY1-1108,
Cayman Islands and 18, Jalan LP 2A/2, Taman
Lestari Perdana, 43300 Seri Kembangan,
Selangor Darul Ehsan, Malaysia, respectively.

Merchant World Investments Limited
("Merchant World"), a limited company
incorporated in the British Virgin Islands
(“BVI"), is the immediate and ultimate holding
company of the Company. Mr. Loh Swee
Keong, is the ultimate controlling party of the
Company who wholly owned Merchant World.

The Company is an investment holding
company and the principal activities of the
Group are manufacturing and trading of
precast concrete junction boxes, trading of
accessories and pipes and provision of mobile
crane rental and ancillary services in Malaysia.

1.
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R RO

For the six months ended 30 November 2017 &= —Z—+F+— A=+ HI1EXEA

2,

11

BASIS OF PREPARATION AND
PRESENTATION

The unaudited consolidated financial
statements of the Group for the six months
ended 30 November 2017 have been
prepared in accordance with the International
Financial Reporting Standards (“IFRSs")
issued by the International Accounting
Standards Board (the “IASB”) and the
applicable disclosure requirements of the
GEM Listing Rules.

The accounting policies and methods of
computation used in the preparation of the
Interim Financial Statements are consistent
with those adopted in the annual report for
the year ended 31 May 2017 (the “2017
Annual Financial Statements”), except for
the adoption of the new and revised IFRSs
which are effective for the financial year begin
on or after 1 June 2017. The adoption of the
new and revised IFRSs had no material effect
on how the results and financial position for
the current or prior accounting periods have
been prepared or presented. Accordingly, no
prior period adjustment has been required.
The Interim Financial Statements do not
include all the information and disclosures
required in the annual financial statements
and should be read in conjunction with the
2017 Annual Financial Statements.

The Interim Financial Statements have been
prepared on the historical cost basis, except
for certain financial instruments that are
measured at fair values. The Interim Financial
Statements are presented in Malaysian Ringgit
("RM"), which is also the functional currency
of the Company. All values are rounded to
nearest thousands (RM'000), unless otherwise
stated.

2,
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 & —Z—+F+— A=+ HI1EXEA

3.

APPLICATION OF NEW AND
REVISED IFRSS

In the current period, the Group has adopted
the following new and revised IFRSs, which
are effective for the Group’s accounting
period beginning on or after 1 June 2017.

IAS 7 Disclosure Initiative
(Amendments)
IAS 12 Recognition of Deferred Tax
(Amendments)  Assets for Unrealised
Losses
Amendments Annual Improvements
to IFRSS 2014-2016 Cycle

The adoption of the new and revised IFRSS in
the current period has had no material effect
on the Group’s financial performance and
positions for the current period and prior
accounting periods and the disclosures set
out in the Interim Financial Statements.

3.
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R RO

For the six months ended 30 November 2017 2 =%

4.

13

ESTIMATES

The preparation of Interim Financial
Statements requires management to make
judgements, estimates and assumptions that
affect the application of accounting policies
and the reported amounts of assets and
liabilities, income and expense. Actual results
may differ from these estimates.

In preparing these 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 2017 Annual
Financial Statements.

REVENUE AND SEGMENTAL
INFORMATION

Information reported to Mr. Loh Swee Keong,
the Director of the Group, being the chief
operating decision maker (“CODM"), for the
purposes of resource allocation and
assessment of segment performance is based
on the following reportable and operating
segments identified under IFRS 8 Operating
Segments:

(@ Manufacturing and trading —
manufacturing and trading of precast
concrete junction boxes; and

(b)  Other building materials and services —
trading of accessories and pipes and
provision of mobile crane rental and
ancillary services.

No operating segments identified by the
CODM have been aggregated in arriving at the
reportable segments of the Group.

SK TARGET GROUP LIMITED e INTERIM REPORT 2017
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Notes to the Condensed Consolidated
Financial Statements

SRR S M R R EE

For the six months ended 30 November 2017 & - Z—+F+—A=+HIL/~EA

5. REVENUE AND SEGMENTAL 5. KARSIEE ()
INFORMATION (CONTINUED)
Segment revenues and results AEBRAREE
Six months ended 30 November 2017 BE2-Z—tH&+—HA=1+H

(unaudited)

Manufacturing
and trading

RERES
RM'000

A =*
<A

EARER (REERK)

Other building
materials and
services
HiR g

MR RRE
RM'000

PN
<A

Revenue WA

External sales ShEFEEE 11,729 4,120 15,849

Inter-segment sales HEEHE 3,534 736 4,270
Segment revenue AEUEA 15,263 4,856 20,119
Elimination E i (4,270)
Group revenue £BWA 15,849
Segment result PHEE 3,764 51 3,815
Administrative expenses  {TEIFI (3,068)
Selling and distribution ~ $4%& 2 $hfi %

expenses (530)
Listing expenses FHEY (2,416)
Finance costs BEMR (39)
Other income Hih A 153
Profit before taxation BB AT R A (2,085)

HEIRE 2017 « HAEEERAH 14



Notes to the Condensed Consolidated
Financial Statements

SRR S M R RO

For the six months ended 30 November 2017 & -2 —+F+—A=+H I/~ EA

5. REVENUE AND SEGMENTAL 5. KARSIEE (M)
INFORMATION (CONTINUED)
Segment revenues and results DEBUL A T 3E4E (5E)
(Continued)
Six months ended 30 November 2016 BE-ZE—X"E+—HA=+H
(unaudited) IEAE A (REFEZ)

Other building
Manufacturing materials and
and trading servwces

Z?,

Revenue WA

External sales HNEREHE 14,478 2,158 16,636

Inter-segment sales HEEHE 4,333 435 4,768
Segment revenue WA 18,811 2,593 21,404
Elimination 3 (4,768)
Group revenue SEBA 16,636
Segment result DEEE 4,672 316 4,988
Administrative expenses  fTHF X (979)
Selling and distribution A& kD %

expenses (621)
Finance costs BMEAKA (31)
Other income HApUrA 132
Fair value change of RN FEF ABE

financial assets at SREENATE

fair value through 2

profit or loss -

Profit before taxation W4 A 3,489
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 #Z —Z—+F+—A=+H 1L /~E A

5.

REVENUE AND SEGMENTAL 5.
INFORMATION (CONTINUED)
Segment revenues and results
(Continued)

Segment results represents the profit from
each segment without allocation of
administrative expenses, listing expenses,
selling and distribution expenses, finance
costs, other income, fair value change of
financial assets at fair value through profit or
loss and taxation. This is the measure
reported to CODM for the purposes of
resource allocation and performance
assessment.

Inter-segment sales are charged at prevailing
market rates with discount given for certain
bulk purchase.

WA RSEEH ()
pl i L ONSESE )

P ERETHADRATHIL -
TR HERD B -
BANA - Kl A  EAT
EHABENEREENDT
R B RBURA &5 BOEF -
B AREED R RSB A
NS T EREEREALD
st -

DEFEHE A E AT 5 A R &
RETARRBA TN
o

FINANCE COSTS 6. MERF
Three months ended Six months ended
30 November 30 November
BET-A=t+HL=ER BEt-A=tAHLAEA
2017 2017
“E-t% “E-t%
RM'000 RM'000
- 2% 3 2
(unaudited)  (unaudited) (unaudited)  (unaudited)
(REEK) %) (REER) %)
Interest on finance leases REHERNS 29 5 37 10
Interest on trust receipt loan EHEREERRME = 2 8
Interest on hank overdraft FAELHE 1 1 5
Interest on term loan THEFFE - 10 - 8
30 18 39 31
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R RO

For the six months ended 30 November 2017 #Z —Z—+F+—A=+H 1t /~E A

7. (LOSS) PROFIT FOR THE PERIOD 7. HAR(EBR)®F
Profit (loss) for the period has been arrived at AR I (B8 FAFOBR(REA)
after charging/(crediting): AN B IBRER

17

Three months ended Six months ended
30 November 30 November
BEt-A=tAL=@A #E+-A=tHLKMER
2017 2017 2016
ZB-tF “E-tF TR
RM'000 RM'000 ‘000
£ E TLF
(unaudited) (unaudited)  (unaudited)
(REER) (REEHR) (REEZ)
Auditors' remuneration e Ll 176 (31) 91 (28)
Costof inventories recognised ~ BRAARRNEE
as an expense AR 4,935 3883 8,457 7,997
Staff costs, excluding ETIRA MR
Directors' remuneration EE Yo
— Salaries, wages and —H¢ TER
other benefits HipFIE 893 756 1,850 1,483
— Contribution to EPF —EELRBEHR 73 65 156 127
966 821 2,006 1,610
Minimum lease paymentson  FRE LM &(E
rented land iiEANE N 120 105 240 210
Minimum lease paymentson  FEE SR ST
rented crane it e 19 13 45 3
Depreciation of property, nE - BERR
plant and equipment e 120 99 243 196
Depreciation of investment REMZEHE
property 3 3 5 5
Bad debts written off/ B/ (hE) 5k
(recovered) = - = 13
Lossondisposal of property,  HE&EE  BER
plant and equipment REMER 11 - 1 -
Rental income from REMERSMA
investment property - 0 1 (1)
Interest income FBUA (18) (33) (24) 42
Unrealised gain on foreign ERER NS
exchange 47 — (3) -
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Notes to the Condensed Consolidated

Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 #Z —Z—+F+—A=+H 1L /~E A

8. TAXATION 8. W&
Three months ended Six months ended
30 November 30 November
HET-A=+HL=@R BET-A=tHLAEA
2017
—E-tf
RM'000
71 &= G
(unaudited)  (unaudited) (unaudited)  (unaudited)
(REER) ) (REER) &%)
Malaysia corporate income tax; FEIRFEZ MEFTEH -
Current year REE 267 312 601 810
Underprovision in prior BEHREETR
periods = - = 21
Deferred tax: EERE
Current year rEE = - - -
Qverprovision in prior B HRERREE
periods - - - -
267 312 601 837

The Malaysia corporate income tax rate is
24%.Malaysia corporate income tax is
calculated at the statutory tax rate on the
estimated assessable profits.

SRAGTECEMSHBRER
24% ° FHRA D EFFHAE
AHERTEANIDEER TG E -
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Notes to the Condensed Consolidated
Financial Statements

BR e M BEE R

For the six months ended 30 November 20177 & —ZE—+F+—A=+HI1/~EA

9. (LOSS)/EARNINGS PER SHARE 9. SE(EE) 27
The calculation of the basic (loss)/earnings BREXR(EB) B TIRE
per share is based on the following data: ToEiEsE -

Three months ended Six months ended
30 November 30 November
BZE+-A=1tHL=EA HE+-A=tHLAEA
2017 2017
ZE-tf T ZE-tf NE

RM'000 RM'000

At £ A+
<A K4 <A

(unaudited) (unaudited)
(RBER) (REER) (REER)

(Loss)/Eamings for the purpose  FIFAEHEARAFIEE A
of basic (oss)/earings per  EARAEE B IRER

share for the period (B8)/BFIN
attributable to the (B8)/ B
owners of the Company (0.23) 0.34 (0.47) 084

Numberof ~ Numberof  Number of
shares shares shares

Rt%A L RH%E

Weighted average number of ~ A EGRER
ordinary shares for (&8)/BHE
the purpose of calculating ERRIETLSE
hasic (loss)/earnings
per share 620,000,000 317,020,000 572,786,885 317,020,000
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 & —Z—+F+— A=+ HI1EXEA

9.

10.

(LOSS)/EARNINGS PER SHARE
(CONTINUED)

The weighted average number of ordinary
shares for the six months ended 30 November
2017 and 2016, had been adjusted
retrospectively assuming that the group
reorganisation and the issue of shares upon
capitalisation of the share premium account
have been effective from 1 June 2016 and
accordingly the 317,020,000 ordinary shares
of the Company which were in issue and
outstanding immediately after the group
reorganisation and share capitalisation were
assumed to have been effective on 1 June
2016.

The calculation of the weighted average
number of ordinary shares outstanding for the
six months ended 30 November 2017 also
include the effect of the share offer of
180,000,000 new ordinary shares on the
Listing Date i.e. 19 July 2017.

No diluted (loss)/earnings per share
information has been presented for the six
months ended 30 November 2017 and 2016
as there were no potential ordinary shares
outstanding during both periods.

DIVIDEND
The Board does not recommend the payment
of a dividend for the six months ended 30
November 2017 (30 November 2016:
RM1,050,000).

9.

10.

wHE (BR) 2F(#)

HE-_Z—+t&Eh_ZT—KF
+—A=t+HIERNEANESE
A& DN BB B AR -
WPBRREEEHNRIDEE
REAbEEBETRME ST
—NERA—BRER Bt
ZEEFAMBHERE
BTk EITEMND
317,020,000 f% 48 A 7] & i@ A% Y
BRER=_ZE—ARFA—A&E
e

AERE—_T-—tF+—A
=THRLERNEABTENNE
iR N P9 BN R £ T
HE(BI —Z—+F+A+NA)
i £ % £ 180,000,000 fi% 1 & 38

EGoEZ

AABRE-T-—LER-T
—RXEF—A=+HEIEAEA
BN 48  T IS0 M B 4 2
B - 5% 2 50 271
SREE(EIR), BRREHR -

B2
He_T—+tF+—HA=+H
IEAREA EEEeTEERK
MRE(ZE—XRE+—A=+
B :1,050,0005%) ¢
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Notes to the Condensed Consolidated
Financial Statements

BRRS M ERERE

For the six months ended 30 November 2017 B2 =2 —+%E+—A=+H -/~ EH

11. RECEIVABLES, DEPOSITS AND 11. ERRE  -BRERFAFAR
PREPAYMENT

30 November 31 May
2017 2017
—E2—tf —T—+F
+—A=+H ®HA=+—H

RM'000

P
E4=]

(unaudited)
(REER) (&%)

Trade receivables G 5 WA 14,473 13,307
Less: Allowance for doubtful B RIREE
debts (176) (176)
14,297 13,125
Other receivables HAbEY IR 1 25
Deposits b 417 278
Prepayments ERH 28 92
Deferred listing expenses EE ETRY = 2,353
14,753 15,873
The amounts due from trade debtors are FEUNE 5 EEZ A& A Tt
unsecured, do not carry any interest and the B MAERRETFHEER
credit term granted by the Group ranges from NF30E120H -
30to 120 days.
The following is an aged analysis of trade NTAREZEAHZINE S
receivables (net of allowance for doubtful FEW B R REEE) R
debts) presented based on the invoice date. DT °
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 & —Z—+F+— A=+ HI1EXEA
RECEIVABLES, DEPOSITS AND
PREPAYMENT (CONTINUED)

11.

12.

1-30 days 1230H
31-60 days 31260H
61-90 days 61290H
91-120 days 91£120H
More than 120 days 12084 £

11.

BRRE - #e&RRAMTR
(#®)

30 November 31 May
2017 2017
—E—+tF —T—F
+—B=+H HA=1+—H
RM'000 RM'000

°E F
(unaudited) (audited)
(REER) (EZ)
3,135 3,112

2,211 4,108

1,454 2,747

1,813 961

5,684 2,197
14,297 13,125

AMOUNTS OWING FROM/(TO) A
DIRECTOR, ULTIMATE HOLDING
COMPANY AND A SHAREHOLDER
The amounts owing from/(to) a Director, Mr.
Loh Swee Keong, is non-trade nature,
unguaranteed, unsecured, interest-free and
repayable on demand. As at 31 May 2017,
including in the amount owing to a director of
RM570,000 represents the unpaid balance of
the acquisition of the subsidiary companies
and has fully settled on 17 July 2017.

The amount owing from the ultimate holding
company is non-trade nature, unsecured,
interest free and repayable on demand.

The amount owing from a shareholder is non-
trade nature, unsecured, interest free and
repayable on demand.

12.

By (Bf)EE  B#
EREAFIRERREA

& U (& 14 ) & = Loh Swee
Keong e AEFIBAIEE HIEE -
EER - EIRE 2B NER
EREE - N _FT—+FHA
=+—8 FFABRNESEHRE
570,000 % & Ky & 582 15 U BE [T
BRABMANES  BER =
T—+F+A+HEHBHLE -

FEM R BAER AR RIBRIEE
HEE - BB 2B RAK

R RFBARIFESIEE -
BT - B NAREREE -
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Notes to the Condensed Consolidated

Financial Statements
SRR S M R RO

For the six months ended 30 November 2017 #Z —Z—+F+—A=+H 1t /~E A

13. SHORT TERM BANK DEPOSITS 13.

PLEDGED WITH BANKS

Short term bank deposits with an original
maturity of three months or less carry interest

at prevailing market rate of 3.15% and 3.15%

per annum as at 31 May 2017 and 30
November 2017 respectively. The short term

bank deposits are pledged to secure general
banking facilities granted to the Group.

14. PAYABLES AND ACCRUED 14.
CHARGES

Trade payables B SRR
Other payables H e IR
Accrued listing fees [EEt L&
Accrued charges fExtE A
Tenant's deposit HEEs
Advance from customers BERER

gﬂ?ﬁﬁﬂ@ﬁﬂﬁﬁ#

RZZE—+FAA=+—HBRK
—E—tEFt+—A=1+H &
ERHMAR=EAIATHE
HRITERDIRER T IHFH
55 5 3.15% £ 3.15% 51 8 © &
HRTERCERERR TR
SE—RIBITREMEM -

EAREARENER
30 November 31 May
2017 2017
—E—tF —T—+tF
+—BA=+H HA=1t—8H
RM’000 RM'000
S oF
(unaudited) (audited)
(REEERZ) (BEZ)
5,341 5,178
395 600
1,047 2,053
927 496
- 4
- 119
7,710 8,450
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Notes to the Condensed Consolidated

Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 & —Z—+F+— A=+ HI1EXEA

14. PAYABLES AND ACCRUED
CHARGES (CONTINUED)
The following is an aged analysis of trade
payables presented based on the invoice

14. BEAREREER ()

NTAEREZARNZIINES
FEA SRR R BRER DT ©

dates.

30 November 31 May
2017 2017
—B—t& “E—+F
+—-A=tR #A=t+—H
RM’000 RM'000
°FE FLF
(unaudited) (audited)
(REBER) (EE=Z)
1-30 days 1230H 1,831 2,270
31-60 days 31£60H 1,900 1,225
61-90 days 61290 H 1,300 1,341
91-120 days 9ME120H 81 207
Over 120 days 12080 £ 229 135
5,341 5178

The average credit period on purchases of BEMNTEHEEHAINETS

goods is 30 to 75 days. The Group has
financial risk management policies in place to
ensure that all payables are settled within the
credit timeframe.

Tenant deposits represent the refundable
deposits to tenants upon termination or
cancellation of operating lease arrangements.
The tenant deposits are refundable to tenants
within 60 days upon the termination of the
tenancy agreement. The tenants’ deposits to
be settled after twelve months from the end
of the reporting periods based on the lease
terms amounted to RM4,000 as at 31 May
2017 (30 November 2016: Nil).

B AEERAMBERE R
B VARER AT A B SRR
EEHRAESE

MEZEeRENKERELRY
LIPS BUER RER P IR
- MHPEeTREERSEY
260 B NEREMRP - IRIFM
EHBERREBRET =@
ReEENHFPEENZ
—+FRHA=+—H%A4000<
H(ZE—RF+—A=+H8":

).

=
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Notes to the Condensed Consolidated
Financial Statements

AT S M BERERME

For the six months ended 30 November 2017 #Z —Z—+F+—A=+H 1t /~E A

15. SHARE CAPITAL 15. B&E
The share capital as at 30 November 2017 RZE—tEF+—A=+HEHK
represented the issued share capital of the RAEER AR BB BT -
Company. Pursuant to the Reorganisation, the BIESH ARAFTR_ZT—X
Ccompany became the holding company of F+—A+—HEAEBREK
the companies now comprising the Group on REEBH AR AT - B
11 November 2016. The share capital as at 30 —E—EFE+—A=TAHK
November 2017 represents the share capital KHEERERKRBHKEA) B F
of the Company with details as follows: BT

Number of Share
shares capital
ROHE

Ordinary shares of HK$0.01 each BREE TN
TRk
Authorised: HIE
At 31 May 2017 RZT—+4F
hA=1+—H 38,000,000 380,000
Increase in authorised share capital EEBRAE I (MEa)
(notes a) 9.962,000,000 99,620,000
At 30 November 2017 NZE—+tF
+—A=1H 10,000,000,000 100,000,000
Issued and fully paid: BRTRAR
At 31 May 2017 (note a) RIE—+F
RA=1+—H
(Mizta) 10,000 100
— Capitalisation on Issue — BRI BT 439,990,000 4,399,900
— Issue of new shares by way of —UERERDFARE
placement and public offering FABITHR 180,000,000 1,800,000
At 30 November 2017 RZT—+F
+—A=+H 620,000,000 6,200,000
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 2= =%

15. SHARE CAPITAL (CONTINUED)

16.

Notes:

@

Pursuant to the written resolutions passed
by the shareholders of the Company on 27
June 2017, the authorised share capital was
increased from HKD380,000 comprising
38,000,000 shares at par value of HKD0.01
each to HKD100,000,000 comprising
10,000,000,000 shares of par value of
HKDO0.01 each, by way of creation of an
additional 9,962,000,000 shares at par value
of HKDO0.01 each. On the same date, pursuant
to the written resolutions passed by the
shareholders of the Company, conditional
upon the crediting of the Company’s share
premium account as a result of the issue of
the public offer shares and the placing shares
for the proposed initial listing of shares of the
Company on the GEM board of The Stock
Exchange of Hong Kong Limited, the
Directors of the Company were authorised to
capitalise an amount of HK$4,399,000
standing to the credit of the share premium
account of the Company by applying such
sum towards the paying up in full at par a
total of 439,990,000 shares for allotment and
issue to the shareholders as of 27 June 2017.

On 19 July 2017, the Company has
successfully listed on the GEM board of The
Stock Exchange of Hong Kong Limited and
made an offering of 162,000,000 new shares
by way of placement and 18,000,000 new
shares by public offering priced at HKDO0.28
per share. On the same date, the Company
has completed the capitalization issue to the
shareholders after the successful listing on
the GEM board of The Stock Exchange of
Hong Kong Limited.

All ordinary shares issued during the period
rank pari passu with the then existing ordinary
shares in all respects.

NON CASH TRANSACTION

Addition of property, plant and equipment of
RM729,000 during the year ended 31 May
2017 and RM692,000 during the period ended
30 November 2017 was financed by new
finance lease agreements.

—tF+t—A=1HILREAR

15. & (§8)
B -

(@ REARABRREA-ZT—+
EF/\)EJ ++BHEBHNER
ROE R R R OE
9,962,000,000 f& & H&ﬁ@o 01
BITEBRG AERAH
380,000 7t (2 %% 38,000,000
% & A E (E0.0178 LRI B 1D )
# i100000000,% T( B
10,000,000,000 0% & B& M (&
001 THRMD) - AA - 1R
BARNRRRBRBHEER
HE FAQFHRMEE
EAREREARARABBRORE
BHARPABMR AR AIE
RE R ETETA Sﬁ%é*%
@&@E%H&ﬁﬁﬁﬁ HIR
& WREAA %H%m&
Tﬂx@maﬁém &
4,399,000 LT AR - 75
ERIAEHALELEEESR
8 2 439,990,000 A% AL 2 K
BT TFHE-_ZT—tF XA
—++H E’JHX%E’]HX@ °

S
A
o
}Ip
o

%é'ifﬁi%tﬂxoz /%
B ARARKINESR

ERGFBRA E
T 1% 72 Bk 1] A% BR ik

?,
BT

Fhﬁﬂﬁmiw~

FERBAETHNEBREE
\iﬁfﬁﬁﬁjﬁﬁﬂxﬁxﬁ EX
EES: v

FREXH
REBE-_T—tFAA=1—
BLEFERBE_T—LF
+ H_JrEILt,HHF'%\EF%%(
% Bl /729,000 % F.692,000
B EZER E&Z%& S8 B
ﬁﬁﬁfﬂ‘abﬁu EHES -

16.
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R RO

For the six months ended 30 November 2017 #Z —Z—+F+—A=+H 1t /~E A
17. ACQUISITION OF A SUBSIDIARY

27

On 1 September 2017, the Group acquired the
entire issued share capital of Target Foundry
Sdn Bhd (“Target Foundry”), which is a
dormant company in Malaysia, for a cash
consideration of RM100. This acquisition has
been accounted for using the acquisition
method. The amount of provisional goodwill
arising as a result of the acquisition was
RM10,338.

The Directors of the Company consider that
the acquisition of Target Foundry is for
business acquisition and expansion in near
future.

The fair values of the identifiable assets
acquired and liabilities assumed of the above
acquisition as at the date of acquisition were
as follows:

17. WFEHRELT

RZE—tFNLA—HB &%
| U BE Target Foundry Sdn Bhd
([Target Foundry )% 2 & %
TRA - ZABASRATWN
NERAF - BeRER1002
& o ZWEEIE DA EE
AR - WHEEEMEENE T
RAESEA10338%F -

KAREFERE - WiETarget
Foundry 75 BT A# 3R 2 #7454
B AETEIMET -

RUCEE BB - Ealt WS S TE PR
WER BB ERAEERE
BV AFENT

RM
A=
~< B
(unaudited)
(R EZ)
Cash on hand FERe 100
Amount due to a director BT EEIE (10,024)
Other payables EH b sRIE (314)
Total identified assets and liabilities BAFERT 2/ A5
at fair values BEENARE (10,238)
Goodwill arising on acquisition WIEERIBFEEMNEE 10,338
Total consideration BRIE 100
Analysis of net cash flow of cash and WS SEIAMME SR © R
cash equivalents arising on ReZEYHRE
acquisition: MEFEOH -
Cash Consideration paid BRERE 100
Less: Cash and cash equivalents B ENEEIRS &
acquired REEED (100)
Net cash outflow arising on acquisition W B EIBAREE £ &)
FEL R -
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 2= =%
17.

18.

ACQUISITION OF A SUBSIDIARY

(CONTINUED)

From the date of acquisition to 30 November
2017, Target Foundry has contributed net loss
of approximately RM2,136 and no revenue
has been contributed to the Group.

Goodwill arose in the acquisition of Target
Foundry because the cost of the combination
included a control premium. In addition, the
consideration paid for the combination
effectively included amounts in relation to the
benefit of expected synergies, revenue
growth, future market development and the
assembled workforce of Target Foundry.
These benefits are not recognised separately
from goodwill because they do not meet the
recognition criteria for identifiable intangible
assets.

The goodwill arising on the acquisition is not
expected to be deductible for tax purposes.

The acquisition constitutes a connected
transaction of the Company under Chapter 20
of the GEM Listing Rules. Such acquisition is a
fully exempt de minimis transaction as all the
applicable percentage ratios (as defined under
Rule 19.07 of the GEM Listing Rules) are not
more than 0.1%, hence, the acquisition is not
subject to the reporting and announcement
requirements and the independent
shareholders’ approval requirement under
Chapter 20 of the GEM Listing Rules.

LEGAL PROCEEDING

During the current interim period, there was
one legal proceeding against the Company,
details are as follow:

(A) As disclosed in the Company's
voluntary announcement dated 16
October 2017, Target Precast Industries
Sdn Bhd and Target Foundry Sdn Bhd,
both wholly-owned subsidiaries of
the Group (“Subsidiaries”) were
served with a writ of summons and
a statement of claim filed by one
Lum Tseng Engineering Sdn. Bhd. (“Lum
Tseng") in the High Court of Malaya in
Penang under Suit No. PA-
22NCVC-206-10/2017 (the “Suit 206").

18.

—tF+t—A=1HILREAR
17.

Wiz RS B B 22 B0 (4R)

Euﬁﬁﬁaﬁﬂi_v +F+—
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X@Eﬂaiwmév
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A WHAERFHBHE-ZT
—tF+ A+ BRERE
MR E T R - Target
Precast Industries Sdn Bhd
M Target Foundry Sdn Bhd
(ﬁ?%zlié‘éé’\]%ﬁﬁﬁ%@

A((MBAR ) ExE
EE Lum Tseng Engineerin
Sdn. Bhd. ([Lum TsengJ%
M SRR BN S E AR
TE'“B']H.:TL?WKV\&EE/%
PRl & - FF FA R SR A PA-
22NCVC—206—10/2017
([206 57 EREA]) ©
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R RO

For the six months ended 30 November 2017 2 =%

18. LEGAL PROCEEDING (CONTINUED)

29

A

(Continued)

In Suit 206, Lum Tseng alleged that the
Subsidiaries’ products had infringed
Patent No. MY-137345-A (“Patent
345"), a registered patent of precast
concrete junction box cover purportedly
held by Lum Tseng as a licensee (the
“Impugned Patent”) and Lum Tseng is
claiming against the Subsidiaries for:

(i) an injunction restraining the
Subsidiaries from infringing the
Impugned Patent;

(i) an order for the Subsidiaries to
surrender or destroy all the
products which infringed the
Impugned Patent;

(i) general damages;

(iv)  exemplary damages of Malaysian
Ringgit 1,000,000;

(v) interest of 5% on damages from
the filing date of the suit till the
date of full payment; and

(vi)  costs of the action.

On 12 October 2017, Lum Tseng filed
under Suit 206 an application seeking
an interim injunction to restrain the
Subsidiaries from infringing Patent 345.
On 14 October 2017, the Subsidiaries
filed an affidavit in reply and Lum Tseng
withdrew its application for interim
injunction on 6 December 2017.
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 & —Z—+F+— A=+ HI1EXEA
18. LEGAL PROCEEDING (CONTINUED)

©

On 26 October 2017, the Subsidiaries
filed an application to strike out Suit 206
on the ground that Lum Tseng is not the
registered owner of Patent 345 and
Lum Tseng had failed to fulfil the
statutory requirement to commence
Suit 206 as a licensee of Patent 345. The
application has been fixed for hearing
on 18 January 2018.

On 26 October 2017, the Subsidiaries
also filed a writ of summons and a
statement of claim in the High Court of
Malaya in Penang under Suit No. WA-
221P-42-10/2017 (“Suit 42") against
Lum Tseng and Loh Soo Tiak, the
registered owners of Patent 345 and
directors of Lum Tseng seeking for:

(@  a declaration under Sections 56
and 57 of the Patents Act 1983
that Patent 345 is invalid;

(b) an order that Patent 345 be
invalidated and removed from the
Register of Patents;

(c) a declaration that Subsidiaries
are entitled to use and/or
manufacture, market, distribute,
offer for sale and/or sell their
manhole covers without
interference from the Lum Tseng
and Loh Soo Tiak and/or their
agents and/or nominees,
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Notes to the Condensed Consolidated
Financial Statements
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For the six months ended 30 November 2017 &= —Z—+F+— A=+ HI1EXEA
18. LEGAL PROCEEDING (CONTINUED)

(D)  (Continued)

@

a permanent injunction to restrain
Lum Tseng and Loh Soo Tiak,
whether jointly or severally and/
or acting by themselves, or
through their directors, officers,
employees, servants, agents or
assignees or otherwise from:

(i

(iii)

publishing and/or causing
o be published, dissemination,
printing and/or assisting in
publication in any manner
whatsoever defamatory
statements that the
Subsidiaries had infringed
Patent 345 ("“Defamatory
Statements”) and/or any
similar words defamatory
of the Subsidiaries; and

Conspiring the injure the
Subsidiaries; and

Unlawfully interfering with
the Subsidiaries’ trade and
business;

an order to compel Lum Tseng
and Loh Soo Tiak, at its own costs
cause to be published a letter to
the third party:

0]

(i)

a full and complete
retraction of the Defamatory
Statements above; and

an apology in such terms
as this Honourable Court
deems fit;

18. EHERER (KR)

D)
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the six months ended 30 November 2017 & —Z—+F+— A=+ HI1EXEA

18.

19.

LEGAL PROCEEDING (CONTINUED)
(D) (Continued)
()  general damages;

(8 aggravated and/or exemplary
damages,

(h) interests on all such amounts as
may be ordered to be paid by
Lum Tseng and Loh Soo Tiak to
the Subsidiaries;

(i) costs; and

()  Such further or other relief as the
Court deems fit and proper to
grant.

()  Lum Tseng and Loh Soo Tiak are
required to file their statement of
defence in Suit 42 on or before 15
January 2018.

As at 30 November 2017, the Company's
Malaysian legal advisers are of the preliminary
view that there is a high likelihood that the
Impugned Patent can be invalidated and in
such event, pending review of other evidence,
the Malaysian legal advisers take the view
that the Group has a meritorious defence in
the Legal Proceeding. The Group will contest
the Legal Proceeding vigorously and formulate
solutions to mitigate any possible effects of
the suit, including the filing of counterclaim
against the Plaintiff and/or resolution by way
of mediation. The Company considered that
the legal proceeding is unlikely to result in any
material outflow of economic benefits from
the Group.

EVENT AFTER REPORTING PERIOD
There are no significant events which have
taken place subsequent to 30 November
2017.
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BUSINESS REVIEW AND OUTLOOK

The Group manufactures and sells precast concrete
telecommunication junction boxes and precast
concrete electrical junction boxes under the brand
of “Target” in Malaysia (the “Manufacturing and
trading business”). The Group’s precast concrete
junction boxes are used in (i) telecommunication
and electrical infrastructures upgrade and expansion
works; and (i) construction projects in Malaysia.
They are buried underground to deter tampering
and are used to house and protect a junction with
telecommunication and electrical utility connection
and distribution access points from weather,
changing elevation underground and provide easy
access for maintenance. The Group also engages in
trading of accessories and pipes and provision of
mobile crane rental and ancillary services in
Malaysia (the "Other building material and
service business”).

The Group has been a registered supplier or
approved supplier of various notable
telecommunication companies such as Celcom
Axiata Berhad (“Celcom”) and Telekom Malaysia
("“Telekom”) since 2008 and registered supplier of
Tenaga National Bhd. (“TNB”"), the only electric
utility company, in Malaysia since 2012. Hence, the
Group’s precast concrete junction boxes can be
used in infrastructure or construction projects
involving the telecommunication companies and
TNB.

For the six months ended 30 November 2017, the
revenue of the Group decreased by approximately
4.7% due to decrease in the revenue generated
from the Manufacturing and trading business. For
the Manufacturing and trading business. The drop in
sales was mainly due to the decrease in sales
volume ordered by a few major telecommunication
companies such as Maxis and Celcom due to
budget restriction on their capital expenditure
expansion plans. These telecommunication
companies are expected to resume their expansion
plan on capital expenditure commencing year 2018.
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For the Other building material and service business,
the slight increase in revenue was mainly
attributable to the increase in sales of scrap iron.

Looking forward, the Directors consider that the
future opportunities and challenges facing by the
Group will largely depend on the construction works
for utilities infrastructure and new development
area construction. The Directors are of the view that
the continued government interest and investment
to expand power distribution, telecommunication,
civil infrastructures coupled with the development
of new commercial, industrial, and residential areas
remains the key drivers and opportunities for the
precast concrete telecommunication junction box
and electrical junction box manufacturing industry
in Malaysia. On the other hand, the Company’s
wholly-owned subsidiary, namely Target Precast
Industries Sdn Bhd entered into a legally-binding
Letter of Award with Telekom in respect of the
supply and delivery of concrete junction boxes and
junction box covers for a term of three years from 1
January 2017 to 31 December 2019. The formal
agreement in this respect had been signed and
returned to the Group as 1 August 2017 (the
“Formal Agreement”). The Directors expect that
the growth of the Group will be sustained by the
Formal Agreement because it is the first agreement
entered directly between the Group and Telekom
without the involvement of contractors or
subcontractors, therefore it allows the Group to
capture a higher profit margin in the sales of its
precast concrete junction boxes.

The management of the Group is looking for
business and investment opportunities that
generate long term returns to the shareholders.
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FINANCIAL REVIEW

Revenue

The revenue decreased from approximately RM16.6
million for the six months ended 30 November 2016
to approximately RM15.8 million for the six months
ended 30 November 2017, representing a decrease
of approximately 4.7%. Such decrease was mainly
due to the decrease in the revenue generated from
the manufacturing and trading of precast junction
boxes.

The Group's revenue generated from the
Manufacturing and trading business decreased by
approximately 19.0%, from approximately RM14.5
million for the six months ended 30 November 2016
to approximately RM11.7 million for the six months
ended 30 November 2017. The decrease was mainly
caused by the decrease in sales volume ordered by
a few major telecommunication companies such as
Maxis and Celcom due to budget restriction on their
capital expenditure expansion plans. These
telecommunication companies are expected to
resume their expansion plan on capital expenditure
commencing year 2018.

For the Other building material and service business,
revenue increased by approximately 90.1% from
approximately RM2.2 million for the six months
ended 30 November 2016 to approximately RM4.1
million for the six months ended 30 November 2017,
which was mainly attributable to the increase in
sales of scrap iron.

Cost of sales and Gross Profit

Costs of sales mainly consists of (i) cost of raw
materials and trading products; (ii) manufacturing
overheads; (iii) direct labour; and (iv) crane hiring
costs. The cost of sales increased from approximately
RM11.6 million for the six months ended 30
November 2016 to approximately RM12.0 million for
the six months ended 30 November 2017,
representing an increase of approximately 33%. Such
change was mainly attributable to the increase in
material usage and sales of other building materials
for the six months ended 30 November 2017.
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The Gross Profit decreased from approximately
RM5.0 million for the six months ended 30
November 2016 to approximately RM3.8 million for
the six months ended 30 November 2017.

Administrative expenses

Administrative expenses of the Group increased by
approximately RM2.1 million or 213.4% from
approximately RM1.0 million for the six months
ended 30 November 2016 to approximately RM3.1
million for the six months ended 30 November 2017.

The Group's administrative expenses mainly
consisted of salaries, welfare and other benefits,
rent and rates, general office expenses,
depreciation and professional service fees. The
increase was mainly attributable to the increase in
staff costs paid to Directors and staff due to
business expansion and audit fee and other
professional costs in relation to the compliance with
the GEM Listing Rules during the period.

Selling and distribution expenses

Selling and distribution expenses of the Group
decreased slightly by approximately RM91,000 or
14.7% from approximately RM621,000 for the six
months ended 30 November 2016 to approximately
RM530,000 million for the six months ended 30
November 2017.

The Group's selling and distribution expenses mainly
consisted of salaries, welfare and other benefits for
sales and marketing staff and travelling and
entertainment expenses. The slight decrease of
selling and distribution expenses was mainly due to
the decrease in incentive bonus and commission
associated with the decrease in sales.

ENHBE_T-R"E+—-A=1H
LEAREANOBEESERLEHRE
ZE—tF+—A=ZTHIEXREAD
3BAEBELHE -

THRX
REENTRATHBEZE T —<F
+—A=Z=+tHLERNEANI0BEES
HRNY21EESTH21BA%EEH,
E-T—+tF+—A=F+HINAEA
HIIBEBEST

AEBNTBAXIZEREE @&
MEEMERN  HeREMW - —RH
RERAXY  EREXRGE - B
EMLERANBASNTEERE
TEHEIARAEN  RESEBER
AR BB EAIZER EHARRIAENE
AERARAEMERER -

HERDHAX
REEMNHEERDHEAIABET
—RNE+—A=+BLEXNEALN
621,000% = B U 4 991,000 F
HUTBEHE_ZT—tF+— A
=+ H 1A E B #530,0008F -

AEEHERDHRX T EREHEE
LTSRS TMHE & REAM
BRAR ZR R IREFIZ - HE D
HRSXEMRD D EZHREHET
gﬁﬁ%*ﬁ%ﬁﬁ@ﬁﬁb?&ﬂ&ﬁ@ﬁ@ﬁﬁ

I:Plﬂﬂiﬁ% 2017 o HAEBEMARAR 36



Management Discussion and Analysis

THEMWES

Loss for the period

The Group recorded a net loss of approximately
RM2.7 million for the six months ended 30
November 2017 due to the net effect of (i) a non-
recurring listing expenses of approximately RM2.4
million for its Listing exercise during the six months
ended 30 November 2017, (ii) the increase in the
administrative expenses incurred by the Group for
the six months ended 30 November 2017, and (iii)
the decrease in revenue of the Group six months
ended 30 November 2017.

MATERIAL INVESTMENTS,
ACQUISITIONS AND DISPOSALS, AND
PLAN FOR MATERIAL INVESTMENT
OR CAPITAL ASSETS

Save for the reorganization in relation to the listing
of the shares of the Company, there were no
significant investment held, nor other material
acquisitions and disposals of subsidiaries and
affiliated companies during the six months ended 30
November 2017.

LIQUIDITY AND FINANCIAL
RESOURCES

As at 30 November 2017, the Group’s cash and cash
equivalents was approximately RM27.0 million (31
May 2017: approximately RM8.3 million).

As at 30 November 2017, the Group’'s total
borrowings were approximately RM91,000 (31 May
2017 approximately RM583,000).
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As at 30 November 2017, the Group’s current ratio
was 5.25 (31 May 2017: 2.6), which is calculated
based on the total current assets divided by the
total current liabilities. The gearing ratio was
approximately 0.2% as at 30 November 2017 (31
May 2017: 3.2%), which is calculated based on the
total interest-bearing loans divided by the total
equity.

As at 30 November 2017 and 31 May 2017, the
Group had no bank borrowings. The gearing ratio,
calculated based on the total borrowings divided by
total equity at the end of the period and multiplied
by 100%, decreased from approximately 3.2% as at
31 May 2017 to approximately 0.2% as at 30
November 2017 due to repayment of all bank
borrowings in full. The Directors consider that the
Group’s financial position is sound and strong. With
available bank balances and cash and bank credit
facilities, the Group has sufficient liquidity to satisfy
its funding requirements.

CAPITAL STRUCTURE

The shares of the Company were successfully listed
on the GEM Board of the Stock Exchange on 19 July
2017. There has been no change in the capital
structure of the Group since then. The share capital
of the Group only comprises of ordinary shares.

As at 30 November 2017, the share capital and
equity attributable to owners of the Company
amounted to approximately RM3.4 million and
approximately RM39.1 million respectively (31 May
2017: RM57 and RM18.5 million respectively).

CAPITAL COMMITMENTS

As at 30 November 2017, the Group had capital
commitments in respect of the acquisition of
property, plant and equipment totalling RM305,000
(31 May 2017: RM117,000).
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DIRECTORS’ AND CHIEF EXECUTIVES'
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND
ASSOCIATED CORPORATIONS

As at 30 November 2017, the interests and short
positions of the Directors and chief executive of the
Company 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) (i) as required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests and/or
short positions which they are taken or deemed to
have under such provisions of the SFO), or (ii) as
required to be recorded in the register required to
be kept by the Company pursuant to Sections 352
of the SFO, or (iii) as otherwise notified to the
Company and the Stock Exchange pursuant to the
required standard of dealings by directors of listed
issuers as referred to in Rule 5.46 of the GEM Listing
Rules were as follows:

ordinary Shares of the Company

Name of Director/

Chief Executive Capacity/Nature of Interes

EE TETRABHS

St/ BEnE

Mr. Loh Swee Keong Interest in controlled

(Note 2) corporation
Loh Swee Keong %% G EEER
(P3E2)
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Notes:

M The letter (L) denotes the person’s long interest in
the Shares.

) Merchant World Investments Limited is a company
incorporated in the BVI and is wholly-owned by Mr.
Loh Swee Keong. Mr. Loh Swee Keong is deemed to
be interested in all the Shares held by Merchant
World Investments Limited for the purpose of the
SFO.

Save for disclosed above, as at 30 November 2017,
none of the Directors and chief executive of the
Company had any interests or short positions in any
shares, underlying shares or debentures of the
Company or any of its associated corporations
(within the meaning of Part XV of the SFO) (i) as
required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and/or short
positions which they are taken or deemed to have
under such provision of the SFO), or (ii) as required
to be recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO, or
(i) as otherwise notified to the Company and the
Stock Exchange pursuant to the required standard
of dealings by Directors of the Company as referred
to in Rule 5.46 of the GEM Listing Rules.

NFR ) RRZALTRED# L

) Bt

2) Merchant World Investments Limited
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SUBSTANTIAL SHAREHOLDERS' AND F=E

OTHER PERSONS’ INTERESTS AND B RERBROHEZR KT
SHORT POSITIONS IN THE SHARES

AND UNDERLYING SHARES OF THE

COMPANY

As at 30 November 2017, the following persons RZ-Z—tF+—A=+H HUTA
(other than the Directors or chief executive of the T (EZHARBIEZITEABKRIN
Company) had interests and/or short positions in RN &N AR B I H F #E B IR IR
the shares and underlying shares of the Company &% & EiE (& HI FEXVEBF 2 K& 35 &
which would fall to be disclosed of the Company 3B RIA A Rl i% T kg &3k
under the provisions of Divisions 2 and 3 of Part XV & * skZBrRLERIRIEEH K& 156
of the SFO or as required to be recorded in the #3EETFTHFENECLMHOESR
register required to be kept under Section 336 and K SARAT ¢

SFO were as follows:

Ordinary Shares of the Company ERAREBER
Percentage of
the Company'’s
issued share
capital as at
Number of 31 August
Capacity/Nature of Interest Shares 2017
LR INETDi
—E—tF
NB=+-—H
ERTRA
B/ EmtE BAL
Merchant World Investments Beneficial owner 317,020,000 (L) 51.13%
Limited (Note 1)
Merchant World Investments ~ EzB A (PH=ET)
Limited
Ms. Woon Sow Sum (Note 2) Interest of spouse 317,020,000 (L) 51.13%
Woon Sow Sum & (fisF2)  EEEz
Greater Elite Holdings Limited ~ Beneficial owner 122,980,000 (L) 19.84%
Greater Elite Holdings Limited ~ E## %5 A
Mr. Law Fung Yuen Paul (Note 3) Interest in controlled corporation 122,980,000 (L) 19.84%
BERSE (HFE3) B ER
Ms. Cheng Lai Wah Christina Interest of spouse 122,980,000 (L) 19.84%
(Note 4)
Cheng Lai Wah Christina &+ BB
(MzE4)
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Notes:

M The letter (L) denotes the person’s long interest in
the Shares.

) Ms. Woon Sow Sum is the spouse of Mr. Loh Swee
Keong and is deemed, or taken to be interested in
all Shares in which Mr. Loh Swee Keong has interest
under the SFO.

(3) Greater Elite Holdings Limited is a company
incorporated in the BVI and is wholly-owned by Mr.
Law Fung Yuen Paul. Mr. Law Fung Yuen Paul is
deemed to be interested in all the Shares held by
Greater Elite Holdings Limited for the purpose of the
SFO.

(4) Ms. Cheng Lai Wah Christina is the spouse of Mr.
Law Fung Yuen Paul and is deemed, or taken to be
interested in all Shares in which Mr. Law Fung Yuen
Paul has interest under the SFO.

Save for disclosed above, as at 30 November 2017,
the Company has not been notified by any person
(other than the Directors or the chief executive of
the Company) who had, or was deemed to have,
interests or short positions in the shares or
underlying shares of the Company which would fall
to be disclosed to the Company and the Stock
Exchange under provisions of Division 2 and 3 of
Part XV of the SFO or as required to be recorded in
the register required to be kept by the Company
under Section 336 of the SFO.

CHARGE ON GROUP’S ASSETS
The Group did not have any charge on its assets as
at 30 November 2017 (30 November 2016: Nil).

BiEE -
(1) EXFHBORTZATREO LT
B

(20 Wwoon Sow Sum# + A& Loh Swee
Keong 7t A B B 4 - IRIR 7 5 I Hf
E &0 4 18 A& 3 & 1E 7 Loh Swee
Keong st =¥ B m B T ARG A
HEEREE -

(3)  Greater Elite Holdings Limited & —%
NEABELEHSTMAIHAR
WHAEBREEZEHRE - BRIEE
HRAEED - BERSTERER
# FA Greater Elite Holdings Limited #3
BRIFAERG PR BEER -

(4 Cheng Lai Wah Christina Zz £ % Z& Bl
FEERNRE  BREZF PSR
B R BREIVENBRIRTERE
EERETARG R A ER -

BREXFBEREEIN R_FT—LF
T—=RA=1H  RARARWESHEMR
AL(BEFHARBEBZITRARR
SN RARBIRAD SRR D P -
BRERSHEEREEZ R AE G
FEXVEFH 2 R 37 B G AR A A A
MEREEAERSOR R - AR
BRADBREESZLBMEGIE
3B6IEAFE R ERMEER AR -

XEEEEZEH
RZZ—+F+—A=+8 ~£@
T EFAEE(ZE —NF
+—A=+H:&)-
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FOREIGN CURRENCY RISK

As most of the Group’s transactions are
denominated in Malaysian Ringgit and Hong Kong
dollars, the Directors believe that the Group’s
exposure to exchange fluctuation was immaterial
and the Group has not implemented any formal
hedging or other alternative policies to deal with
such exposure.

LEGAL PROCEEDINGS

During the current interim period, there was one
legal proceeding against the Company, details are
as follow:

(A)  As disclosed in the Company’s voluntary
announcement dated 16 October 2017, Target
Precast Industries Sdn Bhd and Target
Foundry Sdn Bhd, both wholly-owned
subsidiaries of the Group (“Subsidiaries”)
were served with a writ of summons and a
statement of claim filed by one Lum Tseng
Engineering Sdn. Bhd. (“Lum Tseng") in the
High Court of Malaya in Penang under Suit No.
PA-22NCVC-206-10/2017 (the “Suit 206").

In Suit 206, Lum Tseng alleged that the
Subsidiaries’ products had infringed Patent
No. MY-137345-A (“Patent 345"), a registered
patent of precast concrete junction box cover
purportedly held by Lum Tseng as a licensee
(the “Impugned Patent”) and Lum Tseng is
claiming against the Subsidiaries for:

(i) an injunction restraining the Subsidiaries
from infringing the Impugned Patent;

(i) an order for the Subsidiaries to
surrender or destroy all the products
which infringed the Impugned Patent;

b L B
HRAEBAIORFAFTRAES
TMETLME  EERRAEEE S
ZIER KB RERY AER - AAREH
NEERERNERS PR EMEIER
AR B ) AU ©

B RARR
AT AR - A — B AR T
SERI - BT :

A B AARBHAEZZT—tF
TAT BB RN RS #®
# - Target Precast Industries
Sdn Bhd X Target Foundry Sdn
Bhd(MAAEEHN AN B A
A ([MEAR])) X EHLum
Tseng Engineering Sdn. Bhd.
(fLum Tseng|) A 5 2R Fa g5 18
= F AR IR AR EAM AN
MHARROLE FRRREA
PA-22NCVC-206-10/2017
([206 SE5FEA]) ©

A 2065% &F A - Lum Tsengig
o KBARMERRILER
B Lum Tseng ({EBIFEFHRE A)
B =2 F R 5% A MY-137345-A
([ER3A5 ) MFBE R R &
GEEAMEAN(ZAEREN
=R ) - MLum Tseng 1E &4 b
BARIRHATEHR :

() REIKEBLRIRILZENE
SEH) B ZEH <

(i) ERHIERRZHEHHR
RILZFNE RO EN A
BEMNGL
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(i) general damages,

(iv) exemplary damages of Malaysian
Ringgit 1,000,000;

(v) interest of 5% on damages from the
filing date of the suit till the date of full
payment; and

(vi)  costs of the action.

On 12 October 2017, Lum Tseng filed under
Suit 206 an application seeking an interim
injunction to restrain the Subsidiaries from
infringing Patent 345. On 14 October 2017, the
Subsidiaries filed an affidavit in reply and Lum
Tseng withdrew its application for interim
injunction on é December 2017.

On 26 October 2017, the Subsidiaries filed an
application to strike out Suit 206 on the
ground that Lum Tseng is not the registered
owner of Patent 345 and Lum Tseng had failed
to fulfil the statutory requirement to
commence Suit 206 as a licensee of Patent
345. The application has been fixed for
hearing on 18 January 2018.

(i)  —MRIBERE

(v) % 51 M R 81,000,000 55
KAZLH

v BEREBREHRLER
HEHE BB E RiR5%
AHEAME R

i) FFAAER -

RZZ—+F+A+=H  Lum
Tseng 1R 1% 206 5% 5F 72 12 B2 &
SRR Il B8 R BHEIL B F 345
WERRZEH S  RZT—+F
+A+HEE WEBARRERE
MEEZE > Mlum Tsengit = &
—tF+ - AN ARG REZ
HSEERER

RZE—tEF+HA=Z+7<8 -
B 8 X 7] ER 55 21 Bk 206 55 37 A -
12/ A Lum Tseng I JE = ) 345
Bt A A Bt Lum
TsengtE B E FIBAS M ET1F A
A REETFE TR 206 57 R FAK
EEEK - ZHBEERE
—N\FE—A+/\B#TRA °
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(D) On 26 October 2017, the Subsidiaries also

45

filed a writ of summons and a statement of
claim in the High Court of Malaya in Penang
under Suit No. WA-22IP-42-10/2017 (“Suit
42") against Lum Tseng and Loh Soo Tiak, the
registered owners of Patent 345 and directors
of Lum Tseng seeking for:

@

a declaration under Sections 56 and 57
of the Patents Act 1983 that Patent 345
is invalid;

an order that Patent 345 be invalidated
and removed from the Register of
Patents;

a declaration that Subsidiaries are
entitled to use and/or manufacture,
market, distribute, offer for sale and/or
sell their manhole covers without
interference from the Lum Tseng and
Loh Soo Tiak and/or their agents and/or
nominees;

a permanent injunction to restrain Lum
Tseng and Loh Soo Tiak, whether jointly
or severally and/or acting by
themselves, or through their directors,
officers, employees, servants, agents or
assignees or otherwise from:

(i) publishing and/or causing to be
published, dissemination, printing
and/or assisting in publication in
any manner whatsoever
defamatory statements that the
Subsidiaries had infringed
Patent 345 (“Defamatory
Statements”) and/or any similar
words defamatory of the
Subsidiaries; and

SK TARGET GROUP LIMITED e INTERIM REPORT 2017

ZE—+F+A=Zt B W
B A A JRET ¥ Lum Tseng & Loh
Soo Tiak LA Kz Z F1| 345 #y 5% i 78
A A RLum Tseng®E = A 2k
P ER S SRR EA

SHRARBREME -

8 B WA-22IP-42-10/2017 ([ 42
SREREAL) - WEsk

@)

1B ¥& Patents Act 1983 &
56 & 57 &1 1 T B2 BA R R
B 345 B

BEHBSEEERUSAE
B RNEFEELET
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FAMBARARAELET
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k/SREATENER
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B D REEE
R/IHERENDHE
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(i) Conspiring the injure the
Subsidiaries; and

(i) Unlawfully interfering with the
Subsidiaries’ trade and business;

an order to compel Lum Tseng and Loh

Soo Tiak, at its own costs cause to be

published a letter to the third party:

(i) a full and complete retraction of
the Defamatory Statements
above; and

(i) an apology in such terms as this
Honourable Court deems fit;

general damages,

aggravated and/or exemplary damages;
interests on all such amounts as may
be ordered to be paid by Lum Tseng
and Loh Soo Tiak to the Subsidiaries;
costs; and

Such further or other relief as the Court
deems fit and proper to grant.

Lum Tseng and Loh Soo Tiak are required to
file their statement of defence in Suit 42 on or
before 15 January 2018.

ih H=RE=HBEA
CIRS3

@iy EETEMERA
MEENMER

(e) EH @< oEHLum Tseng
X Loh Soo Tiak B % [A] 5
= AT

()  SEREE A
TERRAL ¢ Ko
(i) BERBRBAEDN
FTRER
H  —RIBERE:

® MEMRSESIEREE
%

(hy AT ABLum Tseng X Loh
Soo Tiak 1R 1% & < Al 8E 7R
MM E AR B EREIA
BFIE

QR % N4

() EERARAEARERD
TR EMER

() Lum Tseng & Loh Soo Tiak 78 7
ZE-NF-A+HBHEZAH

A2 SRR AR EE -
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As at 30 November 2017, the Company’s Malaysian
legal advisers are of the preliminary view that there
is a high likelihood that the Impugned Patent can be
invalidated and in such event, pending review of
other evidence, the Malaysian legal advisers take
the view that the Group has a meritorious defence
in the Legal Proceeding. The Group will contest the
Legal Proceeding vigorously and formulate solutions
to mitigate any possible effects of the suit, including
the filing of counterclaim against the Plaintiff and/or
resolution by way of mediation. The Company
considered that the legal proceeding is unlikely to
result in any material outflow of economic benefits
from the Group.

INTERIM DIVIDEND

The Board does not recommend the payment of an
interim dividend for the six months ended 30
November 2017 (six months ended 30 November
2016: RM1,050,000).

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 November 2017, we had 61 employees
who are located in Malaysia and the Hong Kong
Special Administrative Region. The Group generally
recruits employees from the open market by placing
recruitment advertisements. The Group entered into
individual labour contracts with each of the
employees in accordance with the applicable labour
laws of Malaysia and the Hong Kong Special
Administrative Region, which cover matters such as
wages, employee benefits and grounds for
termination. The remuneration package that the
Group offers to the employees includes salary,
bonuses, allowances and medical benefits. In
general, the Group determines an employee’s salary
based on each employee’s qualifications,
experience and capability and the prevailing market
remuneration rate. The Group has designed a
review system to assess the performance of our
employees once a year, which forms the basis of
our decisions with respect to salary adjustments,
bonuses and promotions.

RZZEB—tF+—A=1H ARQF
SR ERBRTNLRAS X5
HRMNEMNBA A ERAARE - M
EURBERT  REMEMEER
RADERBERRBA  AEBRER
RAAPHEA T RIBIBIRLIUR - A%
B 18 G pOA R AR AR QI E
fROR T B DA KR AR S BA F] REEE AR HOAE ()
TR (BEMREARERBRRE %
AZAmE T S BRIR) - RRRIRR - AR
AR TR R EHAEEEEKR

BN R

REER S
HEZZ—tF+—A=1+HILAHE
A EE9UVEESRMNPHRS(E
E_E—ARFt+—A=+tHLEAHE
A 1,050,000 %) °

& B 7 Fri o 5%

R-ZF—tF+—H=1H " #MEF
615 B B HRA D REBRFRITTER
BE- A AEEBATEEETIEREERES
RETHREEER - NREBEIRES XK
PHEE R BB A BT B A8 A S5 B0
plEagxEE T EANSE TA4
ERRETE  RERAERIIEH
H£H - AREREB RO
EERERHFE A RURBERE
Fe—KMs  AEEZRERER
WETR  KBRRENARERNTES
HFHKFEERENF S - AKED
Rt —EAZEZBE AR EERRE
FHET RS WERERMAEFHES
HE LA RBEIT T EMEREMNE

S o
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PRINCIPAL RISK AND UNCERTAINTIES
Operational risk

The Group’s operation is subject to general
economic and market risks which may affect the
competition and profitability of construction
projects. The Group's key risk exposures are
summarised as follows:

(@  Fluctuation in the prices of our major raw
materials may have adverse impacts on the
Group’s financial results;

(b)  The Group’s revenue is mainly derived from
the manufacturing and sale of precast
concrete junction boxes to its customers for
infrastructure upgrades and expansion work
for construction projects, which are non-
recurrent in nature and there is no guarantee
that the customers will place new business
purchase orders; and

(0 The Group's cash flow position may
deteriorate owing to a mismatch between the
time of receipt of payments from its
customers and payments to its suppliers if the
Group is unable to manage its cash flow
mismatch properly.

For other risks and uncertainties facing the Group,
please refer to the section headed “Risks Factors” in
the prospectus of the Group dated 6 July 2017 (the
"Prospectus”).

FERBRAEEAR

R mbs
REBHEE S R Al BREIER
B R B ARE R BB k%
[E e o AN B EREY = Z AR
T~

@ EERMERKE A LA
SENPBEREER TN E

b) AEBHWAXZZHREARBER
FEFMEEEE B2
BEBERIEREPEEYM
FEHERBRERIERS
BT RE TP E L EBR
FBEIE - &

© MWAEBEREZEEERELRN
EBHENER  A5ENREE
R E AR AT B W R B P AN R
SR i) 14 PR A AR 2 i Y B D L
RERACT R -

B B 7N 5 [ T e 0 AL A R B B TN FESE
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Financial risks

As a manufacturer of precast concrete junction
boxes, the Group has to purchase raw materials
from its suppliers from time to time based on its
procurement policy. The Group relies on cash inflow
from its customers to meet its payment obligations
to our suppliers. The Group's cash inflow is
dependent on the prompt settlement of its
payments. As at 30 November 2017, the Group
recorded trade receivables amounting to
approximately RM13.1 million, the number of trade
receivables turnover days was approximately 143
days which exceeded the credit period stipulated on
the Group’s service agreements with its customers
with average trade payable turnover days of
approximately 79 days. The Group is exposed to
credit risk and liquidity risk.

USE OF PROCEEDS FROM THE SHARE
OFFER

The shares of the Company were listed on 19 July
2017 on the GEM by Share Offer. The Offer Price
was HK$0.28 per Offer Share. The net proceeds
received by the Company from the Share Offer,
after deducting underwriting fees and other
expenses, were approximately HK$29.6 million.

Bt 75 LB

ER—RERBERLERISVIER
AREEIAAR B HRBHER TR R e
EERBRME - REBKBERETP
MRS RARETAHERNROE
£ o ARBENRDRABORME 4
BRR - RZEBE—+F+—RF=+
B AEBERSESEIGRIEL 13
BESTH  MEZEEFAEE RS
MR143F > RRAKEEEPRIL
MR E R ENEESR P
ZREMNFKERERHANNATIR - K
SEHREERRETBDESRER -

Bz {7 5 EFR S RIRAY A&

RRRBROR —FT—+FLH+ A
AR ET AERIER L™ - #HE
BREREERN028ETT - RAF
B R £ % & U B Y P 1S 3R TR B (41
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During the review period, the Group has applied the A EEEEIRK - AKEB DL T X E AT
net proceeds as follow: 1SRIBFE -

Net Amount Unutilised
proceeds utilised upto balance up to
fromthe 30 November 30 November

share offer 2017 2017
HEZ-Z—tFf HE-E-t%

BRH%E +-A=tHR +-A=tH
FrEHERE EBASHE RB AR

HK$ million HK$ million HK$ million
BEAT BEAT BEAT
Expansion of production FEBUATHEX
capacity through B

() expandingour Selangor Plant () BRSHEEHRE 7.0 10 6.0

(i) completing the establishment of (i) AR #7 5k
our new Kulaijaya Plant and BtEE & 73 0.6 6.7
(iii) recruiting new staff (i) MEHET 26 0.1 25

Acquisition of a parcel of land Ui SR A T &
in Southern Malaysia Eopeih 8.4 - 8.4

Expansion of our business vertically & @HEERE
inthe supply chain of the precast BB TH#5817%
concrete junction box industry MHEREE R

through mergers and acquisitions K Fi9 %% 27 - 27
Expansion of our sales and BEAHERTS

marketing team HEEK 08 - 08
General working capital —REEER 08 08 -
Total st 29.6 25 27.1
CONTINGENT LIABILITIES BHRAR
The Group had no contingent liabilities at the AEBEREEGERLFEABEXA
balance sheet date. BfE-
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CORPORATE GOVERNANCE PRACTICES
Under the code provision A.2.1 of the Corporate
Governance Code (the "CG Code”), the roles of
chairman and chief executive officer should be
separate and should not be performed by the same
individual. The division of responsibilities between
the chairman and chief executive should be clearly
established.

Mr. Loh Swee Keong (“Mr. Loh”) is the chairman of
the Board and the chief executive officer of the
Ccompany. In view of Mr. Loh has been operating
and managing the operating subsidiaries of the
Group since 1993, the Board believes that it is in the
best interest of the Group to have Mr. Loh taking up
both roles for effective management and business
development. Therefore, the Directors consider that
the deviation from the CG Code provision A.2.1 is
appropriate in such circumstances.

Save as disclosed above, for the six months ended
30 November 2017, in the opinion of the Directors,
the Group has complied with the code provision of
the CG Code.

SHARE OPTION SCHEME

The purpose of the Share Option Scheme is to
attract and retain the best available personnel, to
provide additional incentive to employees (full time
and part time), or any member of the Group,
including any Executive, Non-executive Directors
and Independent Non-executive Directors, advisors,
consultants of the Group.

The Company conditionally adopted the Share
Option Scheme on 27 June 2017 whereby the Board
is authorised, at its absolute discretion and subject
to the terms of the Share Option Scheme, to grant
options to the Eligible Participants to subscribe for
the shares of the Company. The Share Option
Scheme will be valid and effective for a period of ten
years from the date of the grant of option.

ERELEH
REBECEERTA((REERTA )
PRSI A2 16 - £ RITHUAREL
WBBETED - XA EHR— AL
FEME - TRERTRAERZ BBBNS
TRETIEMIFE

Loh Swee Keong st 4 ([Loh &4 |) &
RABEZGEFERITEAET - RN
loheEBE— WA =FR—BELELR
ERAEBNEENBAR  HES
G 812 A Loh 7 A 3% (T M B oz A 322
BHERNBERERERERDIFTEARE
ENREFE - Al EERE R
BEREBIATRAIEXE A2 MEEZIB
ATTBEHE -

BREXHIESIN BE_T—LF
t—A=THLRNEA BFERRAE
SE-HETEERLTNSTAE
3o

MRRRERTE
BRI E ARSI R ERERN
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The maximum number of shares in respect of which
options may be granted under the Share Option
Scheme and any other share option schemes of the
Company must not in aggregate exceed 10% of the
total number of shares in issue upon the date of the
shares of the Company listed on the GEM, being
62,000,000 shares (or such numbers of shares as
shall result from a subdivision or a consolidation of
such 62,000,000 from time to time) (the “Scheme
Limit"). Subject to shareholders’ approval in general
meeting, the Board may (i) renew this limit at any
time to 10% of the shares in issue as at the date of
the approval by the shareholders in general
meeting; and/or (ii) grant options beyond the
Scheme Limit to Eligible Participants specifically
identified by the Board.

The number of shares which may be issued upon
exercise of all outstanding options granted and yet
to be exercised under the Share Option Scheme and
any other share option scheme of the Company at
any time shall not exceed 30% of the shares in issue
from time to time. No options shall be granted
under any schemes of the Company (including the
Share Option Scheme) if this will result in the limit
being exceeded.

The total number of shares issuable upon exercise
of the options granted under the Share Option
Scheme and any other share option schemes of the
Company to each Participants in any twelve months
period shall not exceed 1% of the shares in issue.
Any further grant of options is subject to
shareholders” approval in general meeting with such
Eligible Participants and his associates abstaining
from voting.

An option may be exercised in accordance with the
terms of the Share Option Scheme at any time
during a period as the Board may determine which
shall not exceed ten years from the date of grant of
option subject to the provisions of early termination
thereof.

RIEBRETE R AR TR E R
%t 2 AT BE B H A BB IR BT 8 S 9
RO HE A ETEHBBARRR
PIBI MR -7 B EfE B BT 42
BH10% » B 62,000,000 A% A% 1 (=X
AN 7 4l 2k A fF 7% 62,000,000 A% 3% 15
MEAMNEBRGEE) (8L
BR1) o FFR R R A E EES AR Rt
% EBReA()EREL FREHE
REREREARS EHEE BB T
R 17 9 10% + R 3k (i) M E E 2 55 5
RTEMNEERZEALTRD BB
FIRRE A o

PRI 6 A AT 8 R R BT AL At
BREFECSRERRRITENOMAE
R R TIE A A JE T T (0 1 AJ BEBE 1T Y
B EE - FMEAIRF R 15 R 1R 1
BT B 30% © HRIEA LD EH
8 (BREBRE8) ®HER
BB LR - AITEREER
o

PR+ @ A8 - FRIEERE
FT &I R AR R ] BB AR A T 81 1)
B2EATRBMBREETERA
FRITHRNEBTSBEBEETR
D EY 1% ° (AT ERIMNE H B A ZA N A%
RRe LEBCRIE  MBREER
SEALTREBEARAMERS -

BRETNEEEARETMNMSE
BELBRERBES T FOHE
A - BERS AR IR RS B 5t B A0 {0 T 2A
1TE - AR BB R LG AR
MR e

EPHH%&% 2017 o HAEBEMARAR 52



Management Discussion and Analysis

EREMRRE SN

An offer for the grant of options must be accepted
not less than five business days from the date on
which the Option is granted. The amount payable by
the grantee of an option to the Company on
acceptance of the offer for the grant of an options is
HKS$1.

Pursuant to the Share Option Scheme, the
participants may subscribe for the shares of the
Company on exercise of an option at the price
determined by the Board provided that it shall be at
least the highest of: (i) the closing price of the
shares as stated in the Stock Exchange’s daily
quotation sheet on the date of grant, which must be
a trading day; (i) the average of the closing prices of
the shares as stated in the Stock Exchange's daily
quotation sheets for the five trading days
immediately preceding the date of grant; and (iii) the
nominal value of the share.

DIRECTORS' RIGHT TO ACQUIRE
SHARES OR DEBENTURES

Other than as disclosed under the sections “Share
Option Scheme” and “Directors’ and chief
executives’ interests and short positions in shares,
underlying shares and debentures of the company
and associated corporations”, at no time during the
period was the Company, any of its holding
companies or any of its subsidiaries a party to any
arrangement to enable the Directors and the Chief
Executives (including their spouses and children
under 18 years of age) to hold any interests or short
positions in the shares, or underlying shares, or
debentures of the Company or its associated
corporations (within the meaning of PART XV of the
SFO).

COMPLIANCE WITH RELEVANT LAWS
AND REGULATIONS

During the six months ended 30 November 2017
and up to the date of the report, the Group has
compiled with the relevant laws and regulations that
have a significant impact on the operations of the
Group.
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DIRECTORS' SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct
regarding securities transactions by the Directors on
terms no less exacting than the required standard
of dealings set out in Rules 5.48 t0 5.67 of the GEM
Listing Rules. The Company had also made specific
enquiry of all the Directors and all Directors
confirmed that they have complied with the
required standards of dealings regarding securities
transactions by the Directors during the six months
ended 30 November 2017 to the date of this report.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s
listed securities for the six months ended 30
November 2017.

DIRECTOR'’S INTEREST OF COMPETING
BUSINESS

The Directors confirm that none of the controlling
shareholders or Directors and their respective close
associates (as defined in the GEM Listing Rules) is
interested in any business apart from the business
operated by the Group which competes or is likely
to compete, directly or indirectly, with the Group’s
business.

AUDIT COMMITTEE

The Group has established the Audit Committee with
written terms of reference in compliance with Rules
5.28 t0 5.33 of the GEM Listing Rules and paragraph
C.3 of the Corporate Governance Code and Corporate
Governance Report as set out in Appendix 15 to the
GEM Listing Rules. The duties of the Audit Committee
are to primary review financial statements of the
Company and oversee internal control and risk
management procedures of the Company.

The Audit Committee currently consists of three
members namely, Mr. Yau Ka Hei, Mr. Chu Kin Ming
and Mr. Lee, Alexander Patrick. The chairman of the
Audit Committee is Mr. Chu Kin Ming.
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The Audit Committee has reviewed the accounting
principles and policies adopted by the Group and
the unaudited condensed consolidated financial
statements of the Group for the six months 30
November 2017 and is of the opinion that such
statements complied with applicable standards, the
GEM Listing Rules and that adequate disclosure had
been made.

INTEREST OF THE COMPLIANCE
ADVISER

As notified by RHB Capital Hong Kong Limited (“/RHB
Capital”), compliance adviser of the Company,
except for (i) RHB Capitals participation as the sole
sponsor in relation to the Listing; and (ii) the
compliance adviser agreement entered into
between the Company and RHB Capital dated 27
June 2017, neither RHB Capital nor any of its close
associates (as defined in the GEM Listing Rules) and
none of the directors or employees of RHB Capital
had any interest in the share capital of our Company
or any member of our Group (including options or
rights to subscribe for such securities, if any) which
is required to be notified to our Company pursuant
to Rule 6A.32 of the GEM Listing Rules as of 30
November 2017.

By Order of the Board

SK Target Group Limited
Loh Swee Keong
Chairman

Hong Kong, 8 January 2018

AS at the date of this report, the Executive Directors
are Mr. Loh Swee Keong and Mr. Tan Cheng Siong;
the Independent Non-executive Directors are Mr.
Yau Ka Hei, Mr. Chu Kin Ming and Mr. Lee,
Alexander Patrick.
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